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SPECIAL JOINT COMMITTEE OF THE SENATE — 
AND OF THE HOUSE OF POM ONE 


s D actabliah a comprehensive program of old age penne! e ie : 
and supplementary benefits in Canada payable to’ : 
and in respect of contributors. | een 


Joint Chairmen: Senator Muriel McQ. Fergusson 
and Mr. A. J. P. Cameron (High Park) 


_ MINUTES OF PROCEEDINGS AND EVIDENCE a ae 


"(Meetings held during the adjournment of the Senate and of the _ if aa 
at House of Commons, as of January 12, 1965) ONT 


No. 12 | als ae 
TUESDAY, JANUARY 12, 1965 " 
WITNESSES: Gee ao 


L. Clare, D. E. Kilgour, G. R. Bere G. E. ‘Brow J. M. Linnell, ou nt 
a Popkin, 3 A. Tuck, F. C. Dimock, R. A. Nix. cl 


ROGER DUHAMEL, F-.R.S.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY . Re 3) 
OTTAWA, 1965 Rese a 


MEMBERS OF THE COMMITTEE FOR THE SENATE 


Honourable Senator Muriel McQ. Fergusson, Chairman, 
and Honourable Senators: 


Blois Lefrancois 
Boucher McCutcheon 
Croll Smith (Queens- Shelburne) 
Denis Stambaugh 
Flynn Thorvaldson 
1 Lang 


MEMBERS OF THE COMMITTEE FOR THE HOUSE OF COMMONS 


Wir Adee: Cameron, M.P. (High Park), Chairman, 
and Messrs. 


Aiken Laverdiére 
Basford Leboe 
Cantelon Lloyd 
Cashin Macaluso 
Chatterton 2 McCutcheon 
Coté (Longueuil) Monteith 
Francis 3 Moreau 
Gray Munro 
Gundlock Perron 
Howe (Wellington- Rhéaume 
Huron) (Mrs.) Rideout 
Knowles 4 Scott 


Maxime Guitard, 
Clerk of the Special Joint Committee. 


1 Senator Smith (Kamloops) replaced Senator Lang on December 17, 1964. 
?Mr. Enns replaced Mr. McCutcheon, on December 18, 1964. 

3 Mr. Morison replaced Mr. Moreau, on December 18, 1964. 

Mr. Prittie replaced Mr. Scott, on December 18, 1964. 
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ORDER OF REFERENCE 
(The Senate) 


THURSDAY, December 17, 1964. 


With leave of the Senate, 
The Honourable Senator Beaubien (Provencher) moved, seconded by the 
Honourable Senator Taylor (Norfolk): 


That the name of the Honourable Senator Smith (Kamloops) be substituted 
for that of the Honourable Senator Lang on the Joint Committee appointed to 
consider Bill C-136, intituled: “An Act to establish a comprehensive program 
of old age pensions and supplementary benefits in Canada payable to and in 
respect of contributors’; and 

That a Message be sent to the House of Commons to inform that House 
accordingly. 


The question being put on the motion, it was— 
Resolved in the affirmative. 
Attest. 
J. F. MacNEILL, 
Clerk of the Senate. 


ORDERS OF REFERENCE 
(The House of Commons) 


FRIDAY, December 18, 1964. 


Ordered,—That the names of Messrs. Morison, Enns and Prittie be sub- 
stituted for those of Messrs. McCutcheon, Scott and Moreau on the Joint Com- 
mittee on the Canada Pension Plan. 


THURSDAY, December 17, 1964. 


Ordered,—That the quorum of the Joint Committee on the Canada Pension 
Plan be further reduced to 10 Members, only for the time during which the 
House of Commons shall recess, provided that both Houses are represented. 

Attest. 

LEON-J. RAYMOND, 
The Clerk of the House. 
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All which is respectfully submitted. Be S 


MURIEL McQ. FERGUSSON, 
Joint Chairman, 


‘The question al put on the motion, it was— 
* Resolved in the affirmative. 
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REPORT TO THE HOUSE 


THURSDAY, December 17, 1964. 


The Special Joint Committee of the Senate and of the House of Commons » 
on Canada Pension Plan has the honour to present the following as its 


SECOND REPORT 


Your Committee recommends that its quorum be further reduced to 10 
members only for the time during which the House of Commons shall recess, 
provided that both Houses are represented. 


Respectfully submitted, 


A. J. P. CAMERON, 
Chairman. 


(Concurred in on December 17, 1964.) 
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(Meetings held during adjournment of the House) 
MINUTES OF PROCEEDINGS 


TUESDAY, January 12, 1965 
(20) 
The Special Joint Committee of the Senate and of the House of Commons 


on the Canada Pension Plan met at 2:35 o’clock p.m. this day. The Joint 
Chairman of the House of Commons section, Mr. Cameron (High Park), 


_ presided. 


Members present: 


Representing the Senate: Honourable Senators Boucher, Croll, Denis, 
Fergusson, Lefrancois, Smith (Kamloops), Smith (Queens-Shelburne), Stam- 
baugh (8). 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
Basford, Cameron (High Park), Cantelon, Cashin, Chatterton, Coté (Lon- 
gueuil), Francis, Gray, Gundlock, Howe (Wellington-Huron), Knowles, Laver- 
diere, Leboe, Lloyd, Macaluso, Monteith, Morison, Munro, Perron, Prittie, 
Rhéaume (23). 


In attendance: Mr. H. L. Sharpe, President and Managing Director of the 
Northern Life Assurance Company of Canada, of London, Ontario, and Presi- 
dent of the Canadian Life Insurance Officers Association; Mr. M. K. Kenny, 


- President of the Excelsior Life Insurance Company, Toronto, and First Vice- 


President of the Association; Mr. B. T. Holmes, Vice-President and Chief 
Actuary of the Confederation Life Association, Toronto, and Chairman of Asso- 


ciation’s Old Age Security Committee; Mr. D. E. Kilgour, President of the 


Great-West Life Assurance Company, Winnipeg; Mr. G. R. Berry, Vice-Presi- 
dent and General Manager of the Metropolitan Life Insurance Company, 


Ottawa; Mr. G. E. Brown, Senior Vice-President of the Sun Life Assurance 


Company of Canada, Montreal; Mr. J. M. Linnell, Group Manager of the > 
Standard Life Assurance Company, Montreal; Mr. J. W. Popkin, Economist, 


Sun Life Assurance Company of Canada, Montreal; Mr. J. L. Clare, Assistant 


Group Actuary, Confederation Life Association, Toronto, Mr. J. A. Tuck, Q.C., 
Managing Director and General Counsel, the Canadian Life Insurance Officers 
Association; Mr. Frank C. Dimock, of Toronto, Actuary, Secretary of the 


_ C.L.I.O. Association, and Mr. R. A. Nix, Actuary, C.L.I.0.A. 


Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com- 
mittee. 


The Joint Chairman opened the meeting. 


The Committee agreed to have printed as an appendix to this day’s 


_ Minutes of Proceedings and Evidence, a document intituled ‘Replies to ques- 
- tions raised during the morning session, December 15, 1964, of the Special Joint 


Committee on the Canada Pension Plan’. (See Appendix A2) 


Mr. B. T. Holmes was asked by the Chairman to make a statement before 
being questioned. 


Then it was agreed by the Committee that the letter and the brief sub- 
mitted by the Canadian Life Insurance Officers Association be printed as an 
appendix to this day’s Minutes of Proceedings and Evidence. (See Appendix 
A3) 
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The Committee decided that the EAlOWine books, tabled be the Ttnetses! he 
‘become part of the records of the Special Joint Committee of the Senate and of ; 
the House of Commons on the Canada Pension Plan, namely: “A Lesson in — 
French—Inflation”, by Melchior Palyi; and “International Financial Statistics, — 
December 1964 International Monetary Fund”. Pi. 


The Committee agreed unanimously that Mr. Robert A. Nix’s brief be 
filed with the Committee. 


And the examination of the witnesses continuing, at 5:15 o’clock p.m. the 
Committee adjourned until 8:00 o’clock p.m. this evening. 


EVENING SITTING 
(21) 


The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan reconvened at 8:07 o’clock p.m. this evening. The 
Joint Chairman of the Senate section, Senator Fergusson, presided. 


Members present: 


Representing the Senate: Honourable Senators Croll, Denis, Fergusson, 
Lefrancois, Smith (Kamloops) (5). 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
Basford, Cameron (High Park), Cantelon, Cashin, Chatterton, Coté (Lon- 
gueuil), Francis, Gray, Howe (Wellington-Huron), Knowles, Leboe, Lloyd, 
Macaluso, Monteith, Morison, Munro, Prittie, Rhéaume (20). 


In attendance: The same as at this afternoon’s sitting, and Mr. S. M. 
Thompson, retired, of Toronto. 


The Joint Chairman invited Mr. Thompson to make a preliminary state- 
ment before being questioned. 


The Committee agreed that Mr. Thompson’s brief be printed in its entirety 
as an appendix to this day’s Minutes of Proceedings and Evidence. (See Ap- 
pendix A4) 


The examination of the witness being completed, the Joint Chairman 
thanked Mr. Thompson who retired. 


The witnesses from the Canadian Life Insurance Officers Association were 
then recalled and questioned. 


The examination of the witnesses continuing, at 10:20 o’clock p.m. the 
Committee adjourned until 10:00 o’clock a.m. on Wednesday, January 13, 1965. 


Maxime Guitard, 
Clerk of the Committee. 
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EVIDENCE 


TUESDAY, January 12, 1965. 


a 

ie. The CHAIRMAN (Mr. Cameron): Ladies and gentlemen, we have a quorum. 
< I understand Mr. Aiken wishes to speak to the committee for a minute or 
n°: 


BS Mr. AIKEN: Mr. Chairman, I had written a letter to the Joint Chairmen 
a when the original schedule was put out. At that time it seemed that the 
if number of meetings scheduled for some very important organizations did not 

_ leave sufficient time for proper hearing of the briefs and that we were not being 
s fair either to those appearing or to the members of the committee. However, 
in the meantime there has been a rescheduling and I understand also the 
a steering committee this morning has made some arrangements which will 
relieve the situation, certainly for today and tomorrow because some briefs are 


i not being presented ‘which originally had been scheduled. 


Therefore, at the moment I merely wish to let this matter stand and see 
how we get along. 


t , 


The CHAIRMAN (Mr. Cameron): Thank you, Mr. Aiken. 


Mr. Osborne has handed to me replies to questions raised during the 

- morning session on December 15, 1964. I do not need to read this. Is it the 

i wish of the committee that this be filed as an appendix to today’s Minutes of 
at Proceedings and Evidence? 


Agreed. 


ee 


The CHAIRMAN (Mr. Cameron): Ladies and gentlemen, I have the pleasure 
mn het introducing the representatives of the Canadian Life Insurance Officers Asso- 
ne ciation. I am not going to introduce these gentlemen, but I will first of all call 
if on Mr. Sharpe, who is the president and managing director of the Northern Life 
ee Assurance Company of Canada, London, Ontario, and president of the Canadian 
i Life Insurance Officers Association. He will not only introduce himself, but also 


those who will be here with him. 
2 _ Mr. H. L. SHarpPe (President, The Canadian Life Insurance Officers Asso- 
ciation): Mr. Chairman, hon. members and hon. senators, I propose to introduce 
1 - the members of our delegation and then turn the discussion over to the chairman 
i of our old age security committee, Mr. B. T. Holmes. Before I do so, however, 
I would like to say that we appreciate very much the opportunity of making 
_ the submission to this committee and also being here today. 


a I now propose to read the names of the individuals who are with me today. 

Be At my left is Mr. B. T. Holmes, vice president and chief actuary, Confederation 
E Life Association, Toronto, and chairman of our association’s old age security 
- committee. On my right is Mr. D. E. Kilgour, president, The Great-West Life 
hs _ Assurance Company, Winnipeg. Next to him is Mr. G. R. Berry, vice president 
' and general manager, Metropolitan Life Insurance Company, Ottawa. Next to 
him is Mr. G. E. Brown, senior vice president, Sun Life Assurance Company of 
_ Canada, Montreal; Mr. i M. Linnell, group manager, The Standard Life Assur- 
Hi! ance Company, Montreal; Mr. M. K. Kenny, president, The Excelsior Life 
a Insurance Company, Toronto and first vice president of the Canadian Life | 
Insurance Officers Association; Mr. J. L. Clare, assistant group actuary, Con- 
" federation Life Association, Toronto; Mr. J. A. Tuck, Q.C., managing director 
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and general counsel, The Canadian Life Insurance Officers Association; Mr. F. 

C. Dimock, secretary of the Canadian Life Insurance Officers Association, and, 

lastly, Mr. R. A. Nix, actuary of the Canadian Life Insurance Officers Association. 
That is our delegation, Mr. Chairman. 


The CHAIRMAN (Mr. Cameron): Thank you very much. 
We will now have the pleasure of hearing from Mr. Holmes. 


Mr. B. T. Hotmes (Chairman of Old Age Security Committee, The Cana- 
dian Life Insurance Officers Association): Thank you, Mr. Chairman and ladies 
and gentlemen of the committee. 

We have been following the work of your committee with a great deal of 
interest and attention as you have made your way through the complexities of 
Bill No. C-136 with the very able help of experts from the civil service. 

Our association last appeared before a committee of this description in 1950 
when we appeared before the King-Lesage committee, and at that time we 
strongly supported contributory old age pensions. The type of contributory old 
age pensions we supported were along lines very close to those which the 
King-Lesage committee finally recommended to the government of the day, 
which the government of the day recommended to parliament and which parlia- 
ment passed in the form of old age security. 

We feel our appearance today would be more profitable to you if we do not 
attempt to deal with the detailed clauses of Bill No. C-136, although we are in 
your hands in this respect. We feel it would be more profitable if we present 
to you certain general concerns which we have about the Canada pension plan 
proposal in general in contrast to the old age security approach to the problem 
which we have been using in Canada in the past 12 years. 

We hope it will be possible to devote most of our approach to discussion of 
these basic premises and the reasons we think an alternative approach to 
welfare during old age, welfare for widows, and welfare for the disabled would 
be better than the Canada pension plan approach. 

You have asked that we summarize our brief today. In our brief, in section 
II, there is a summary. With your permission I would like to read that and then 
refer very briefly to section VII which does contain an indication of the course 
we would have preferred Canada to follow. So, reading section II, the summary 
is as follows: 


7. The life insurance companies contend that the proposed Canada 
Pension plan is a poorly designed welfare measure. They believe that 
adjustments in, and additions to, the present old age security program 
would meet the needs of Canadians more satisfactorily and more econ- 
omically. 


8. The essential differences between the old age security program 
and the proposed Canada pension plan are: 


(a) When the old age security program was introduced everyone age 
70 and over received benefits. The Canada pension plan would provide 
nothing for today’s aged. 

(6) Old age security provides benefits for everyone reaching a stated 
age. The Canada pension plan benefits would be based on earnings 
and Canadian not in employment and those with low earnings would 
receive nothing. 

(e)Old age security benefits are the same for everyone. The Canada 
pension plan benefits would rise with earnings and thus provide the 
most for those least in need. 

(d) Old Age Security creates bonuses for the needy in that the special 
taxes they pay to support age security are less in value than the 
benefits they draw. The Canada pension plan would provide the 
largest bonuses to those with the highest pensionable earnings. 
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These differences arise from the basic misconception that an earnings- 
related plan can be the most satisfactory welfare measure for Canada. 
It cannot be. Such a plan cannot be universal and its benefits cannot be 
geared to the needs of the aged because these needs are normally greater 
for those persons whose earnings were the least during their working 
years. 

9. The Canada Pension Plan approach compares unfavourably with 
the old age security approach in a number of other respects: 


(a) The cost of this year’s old age security benefits can be, and is, paid 
for from this year’s taxes. Canadians and their government know 
exactly where they stand and are not leaving deficits for succeeding 
generations. The Canada pension plan financing would involve a 
pushing forward of costs from generation to generation. 

(6b) The structure of old age security is clear and simple and the effect 
of proposed increases in benefits or adjustments of the commencement 
age are readily discernible. The Canada pension plan’s proposed 
structure is very complicated and would be bound to become unstable. 
Pressures to use the fund to fill in the gaps in the plan’s cover would 
certainly develop. If these succeeded, the fund would have to be res- 
cued by an increase in the payroll tax. 


We feel that is certain to develop. 


_(c) The administration of old age security is simple. In contrast, the 
administrative problems for the Canada pension plan would be sub- 
stantial. 

(d) Integration of old age security and private pension plans is straight- 
forward. Integration of the Canada pension plan and many of the 
private plans would be complicated. 


10. Among the economic implications of the Canada pension plan, 
one of the most serious is the precedent that would be set by the index- 
ing of benefits. Surely the adoption of this principle would be an open 
admission that inflation may not be controllable. 

I think you will note from our later discussion of this that we are 
not at all opposed to the condition of the aged being brought up to date 

; with the current situation in the economy. We just feel that formal in- 
dexing does add to the fires of inflation. 


11. Finally, the addition of the Canada pension plan to old age 
security would result in nearly one-half of the population having little 
incentive to supplement by private saving the retirement income to be 
provided by their government. This would be a large scale surrender 
of individual initiative and responsibility. 


Now we do develop these points in sections III to VI and in the appendices 
to our brief. We try to stress the places where our concern about the Canada 
pension plan approach is the greatest. Finally, in section VII we have put 
forward our view as to another practical course. We do not pretend that this is 
the only practical other course. We feel under some obligation to suggest a 


practical alternative to you, and we put forward a practical alternative which 


appears to us to be the best way to meet the situation at the present time. 


This practical alternative that we recommend to you is of importance to all. 
We prefer it, because it is universal and uniform in its application to all Cana- 
dians. We have included the cost estimate for it which shows it to be consider- 
ably less costly than the Canada pension plan, but we have simply placed it 


_ before you to illustrate what we think would be a practical alternative to the 


Canada pension plan approach which we feel has the cause within it for very 
great concern. Thank you, Mr. Chairman. 
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The CHAIRMAN (Mr. Cameron): Thank you, Mr. Honea As maar. rey St 
the committee know, it has been agreed that when a witness is called ot 
presents a brief at our request, that his brief will be appended to the day’s © 
proceedings as a part thereof. So I take it that it is now in order that we 
instruct that this brief be added, along with the letter from Mr. Sharpe addressed ~ 
to the members of the committee, and that they be filed and appended to tee ee, 
minutes as part of our proceedings. Is that agreed? . 


Agreed. 


Mr. SHARPE: I owe your committee an apology owing to the fact that I 
failed to introduce Mr. J. W. Popkin, economist of the Sun Life Assurance 
Company. 


The CHAIRMAN (Mr. Cameron): Thank you very much. You may proceed 
in any way you desire in dealing with the matter, before we enter into 
questions. I think you said that some others might wish to make statements 
to the committee. Is that right? 


Mr. Ho_MEs: Unless they wish to add to the statement we have made, we 
are in your hands. Some others of the delegation may wish to add some 
remarks. 7 


Mr. D. E. Kiucour (President, The Great-West Life Assurance Company, — 
Winnipeg): Mr. Chairman, the key to the association’s submission is stated in 
the summary where we say that in our judgment the Canada pension plan is 
a poorly designed welfare measure, and then the brief undertakes to document 
that view. : 

I think this proposition is very vividly illustrated. If those of you which 
have the brief before you would kindly turn to page 15 you will see a profile 
of old people in Canada in 1976, which is 11 years hence. You will observe 
that in 1976—when there will be 1,880,000 Canadians aged 65 or over—two 
thirds of retired persons will not be drawing one cent from the Canada pension 
plan, and in fact 32 per cent of those retired people will be getting an average 
benefit of just $45 a month. There will be aproximately one and one-half per 
cent of the retired population who will be getting a benefit of the order of 
$119 per month. In our view this would be an untenable position for a Cana- 
dian parliament to accept, that 67 per cent of our old people would be re- 
ceiving nothing from this massive welfare measure which draws $600 million 
a year from the Canadian taxpayers. 

Therefore, if I might add to what Mr. Holmes has said, we have tried to 
make to this a thoughtful and well documented judgment of the Canada pension 
plan, and after careful examination of the plan we do not think it does the 
job. Perhaps if members of the committee would care to query or question or 
challenge any of the premises with which we have tried to document this brief 


im arriving at this judgment, that might be the most helpful thing which could 
be done this afternoon. 


The CHAIRMAN (Mr. Cameron): What we propose to do is to allow mem- 
bers of the committee to question Mr. Holmes and other members of the delega- 
tion, on matters arising out of the brief and submissions that have been made, 
and we shall proceed in this way, when we recognize the members and they 
put their hands up. In order that there will be a fair division of time, we 
would ask each one not to spend more than from three to five minutes on his 
questions, and then to pass on to the next person, and then there will be a 
second round, and if necessary a third round. I shall ask the clerk to keep a 
record of it. I see that Mr. Aiken is the first one who wishes to ask a question. 


Mr. AIKEN: Mr. Chairman, I have several questions, but I shall go into 
just one of them at the moment and take the others in turn. In the introduction 
to the summary the association describes the Canada pension plan as a welfare 
measure. Now, up until this moment, I had not understood the Canada pension 
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an to be a welfare measure at all. I had understood it to be a contributory 
plan, and that it was not intended as a welfare measure. I wonder if one of the 
witnesses could explain in what way it is felt that the plan is a welfare measure? 
In other words, is it the feature of early maturity in transition, and the fact that 
it would give more benefits to one than to another? Or is it in the indexing or 
in the survival disability benefits, or along what lines is this classified as a 
welfare measure? 
‘s _ Mr. Hotmes: In reply to Mr. Aiken I think that perhaps some of the delega- 
‘ tion might read to the committee a certain statement in regard to it, which 
_ made us feel that the people of Canada were being led to understand that there 
_is a welfare objective behind this proposal, and what they understand, of course, 
is quite important. Frankly we do not think that Canada should look at itself as 
_ simply a large insurance company. Tender has a much bigger responsibility 
_ than that. But if the proposed plan were purely an annuity or an insurance 
‘ _ measure, we feel that the same principle would apply as in insurance generally, 
or in the annuities branch of the dominion government; that is, the moneys paid 
in in by a particular employee or by his employer on his behalf would be allotted 
_ to provide benefits for him. Now, there would be insurance elements in such a 
private arrangement, but nevertheless the money for any particular man would 
_ go to him and to his beneficiaries. The moment that the so-called Canada ‘“‘pen- 
-sion’’ plan, as it does, introduces things like early maturity, or more for the 
_ married than for the single man although the contributions are to be the same, 
. ae the indexing of benefits, then it does move away from any resemblance to 
. a private plan. The minute that these elements are introduced into something 
which Canada does, we feel it is most important that any redirection of re- 
a “sources should be not for those who are relatively better off but rather for 
- those who are relatively worse off. We do not think any government plan ever 
P has been, and we do not think it should be, fully operated on the business 
principle. That is because people do not regard their government as a great big 
insurance company. If government intervenes directly in a situation we think 
that some welfare redirection is expected by the people of Canada. This, to- 
gether, I think, with certain statements made with regard to the Canada pension 
a Bolan, is the reason that we regard it as a welfare measure. 
I think, Mr. Kilgour, you might like to make some comment. 


Mr. D. E. Kincour: We know it is a very complex measure but the official 
_ summary and explanation of the bill presented at the first reading very clearly 
_ implied that it is a broad welfare measure, and I will quote. 


| The general effect of this complex bill is to provide for a nation-wide 
. system of social insurance which will establish a basic level of security 
i for all Canadians, whatever their individual circumstances, whatever 
moves they make, and whatever economic changes occur. 


af (aoe -% 
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E To me this promises welfare to all Canadians. 
Mr. AIKEN: May I ask one supplementary question before I leave? Would 
it be fair to say that this plan, if it is a welfare measure, is not the type of 


7 welfare we have become accustomed to as a measure that assists the poor and 


i needy at the expense of the well-off? 


oo Mr. HoLtmes: Perhaps it may be that something such as “social insurance” 

_ should be substituted for “welfare” in our brief. We have debated this point. 
_ We feel that the great bulk of the welfare measures in Canada, including old 
age security, are given to the people generally as of right. They are a community 

| project. There is no stigma whatever attached to receipt of benefits. It is 
Canada’s way of solving certain practical problems. 

If the word “welfare” implies helping solely the needy or down and out, 


. I am sorry; we do not mean that. 
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Mr. AIKEN: You do not feel that is the effect of this plan at all? 


Mr. Hotmes: We do not feel that the Canada pension plan has much 
welfare effect in the narrow sense of the word. We feel the community of 
Canada, as other organizations in Canada, is trying as a group to meet certain 
problems as it moves ahead in its busy life, and we want to find out what is 
the best way of doing certain things together. 

Hon. Mr. CroLu: Mr. Chairman, may I put a question to Mr. Kilgour? 


The CHAIRMAN (Mr. Cameron): I have first on my list Mr. Munro, Mr. 
Francis, Mr. Rhéaume, Mr. Prittie and Mr. Lloyd. I now have you on my list, 
Senator Croll, and now Mr. Knowles. 

Mr. Munro: I would like to ask Mr. Holmes a question referring to the 
summary he was reading which appears on page two under (b) dealing with old 
age security: 

Old age security provides benefits for everyone reaching a stated 
age. The Canada pension plan benefits would be based on earnings and 
Canadians not in employment and those with low earnings would receive 
nothing. 


Mr. Hotmes: That is right. 


Mr. Munro: In that paragraph are you taking into consideration the fact 
that you must be assuming that all these Canadians to whom you are referring 
will never during all their working lives earn more than the basic exemption 
of $600? 


Mr. Hotmes: I do not think we are assuming that, Mr. Munro. People who 
earn more than the basic exemption of $600 in any year, of course, do come 
into the plan to the extent that their earnings exceed $600 in that year. There 
are Canadians who will never share the benefits in any way. There are other 
Canadians with small incomes who will share in a very small way. It is the 
fact that the benefits are based on earnings that we are trying to bring out in 
this subparagraph (b). 

Mr. Munro: May I follow that on, Mr. Chairman? 

Surely at some period many of these Canadians would earn over $600 a 
year and, based on that contention, which I would think is logical, I would 
think this is a pretty wide sweeping paragraph. 

I would also like if I may, Mr. Chairman, to comment on (c). That 
paragraph states: 


Old age security benefits are the same for everyone. The Canada 
pension plan benefits would rise with earnings and thus provide the most 
for those least in need. 


I note in appendix I of the same submission, which appears on page 29, it 
is indicated by the columns dealing with expected retirement income from 
government at age 65 and the totals for the Canadian pension plan and the 
old age security, that the low income man—an income of $1,200—will receive, 
a pension actually of 127 per cent, or 27 per cent, I assume, over what he made 
prior to retirement. Those percentages drop steadily as one goes down the 
column to $5,000 for which we see the total of 49 per cent. 


I wonder how Mr. Holmes reconciles that with his statement that this 
benefits those least in need. 


Mr. HoLMEs: Yes, Mr. Chairman, if you will look at that page you will 
see that the low paid man is obtaining the bulk of his support from the old age 
security plan, the plan that we favour. We are pointing out that individuals 


who are off the income scale here are not receiving any help from the Canada 
pension plan at all. That is the point we are making. 
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Mr. Munro: If Mr. Holmes does regard this plan as a welfare measure, 


does he think it reasonable to completely divorce it from all the other welfare 


measures there are now in the country? I would suggest it is not reasonable 
and it is perfect justification for taking into consideration the old age security 
plan, which I would think was taken into consideration by the people who 
designed the Canada pension plan. 

I wonder if you have any comment to make? 


Mr. HoLMES: Obviously we go along with you in this feeling because we 
think what we should be doing is improving and revising the old age security, 
which involves taking the present old age security provision very much into 
consideration in any change. If you drop down below the $1,200 level another 
$600, of course you come to a place at which the Canada pension plan does 
nothing. 

Mr. Munro: In other words, Mr. Chairman, may I take it as the conclusion 
of Mr. Holmes that when he looks at his own figures on appendix I he prefers 
to come to his conclusion in (c) based on the Canada pension plan alone and 


- to completely divorce it from any consideration of the old age security? I would 


suggest that is the manner in which you have justified the conclusion you have 
come to in (c). 

Mr. Kincour: May I make one comment on that? There are two points 
which can be brought out. First, it is said that the lower income groups will 
receive nothing from the Canada pension plan. I think this flows from the fact 
that there are at least two million in our labour force not paying personal in- 
come tax. There may be very many of those who in fact earn more than $600 
a year. If I recall the figures, there are 177,000 farms in Canada in which the 
gross income is less than $2,500, and many of these farmers have families to 
support. They probably have earnings in excess of $600 a year but whether 
they have books and whether they have records of income and expenditure 
on which they can in fact and will in fact file a tax return and pay 3.6 per cent 


of their income over $600 is I think a highly debatable question. Many of them 


would not have the resources to pay the tax and would not in fact put in tax 
returns because they are not now taxable. Many of the same income group 
have worked for a number of employers. Undoubtedly that group embraces 
the poorest 25 per cent or 30 per cent in Canada. They will not get any signi- 
ficant benefits from the Canada pension plan. This I think is the premise for 
saying that those most in need get little or nothing from the plan. 


Mr. Muwnro: Mr. Chairman, if I may comment on that to Mr. Kilgour I 
would say that I think if the plan has the rich benefits that are referred to 
throughout the brief there would be considerable encouragement to those not 
keeping books, and who are earning over $600, to start keeping books so they 
can participate in these rich benefits. Is that not a fair assumption? 

Mr. AIKEN: I know a number of farmers who will not do so. 


Mr, Kiucour: There are only three provinces in Canada which are today 
attempting to collect hospitalization premiums, and this is an immediate benefit 
with highly subsidized premiums. The other provinces did not try to collect 
premiums from the majority of their population. There are only three trying 
to collect premiums today, and in this case they are modest premiums and 
known to be highly subsidized and the benefits are of a kind very likely to be 
used in the near future. A pension benefit 30 years hence may not seem an 
incentive for sending in money you cannot very well afford to get along 
without. 


Mr. FRANCIS: I have a number of questions, and first I would like to 


ask a question relating to the obvious preference for the old age security 


approach, which I believe is expressed in the brief if I have interpreted it 


correctly. 


Ce 
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This statement is made in paragraph 9: 


(a) The cost of this year’s old age security benefits can BS ead. i 


a yh i pif me . ee 


is, paid for from this year’s taxes. Canadians and their government | 


know exactly where they stand and are not leaving deficits for succeeding 


generations. The Canada pension plan financing would involve a pushing 


forward of costs from generation to generation. 


I made some inquiries of the old age security fund for a period of 12 years. 
Of those 12 years there was a surplus in two and in every other year there was 
a deficit. I found a situation which substantially on face value needed some 
explanation. I wonder if Mr. Holmes would like to comment. 


Mr. HoLtmes: Yes. I do not think there has been any year in the 12 or 
13 years during which Canada has been operating the old age security in 
which the government has not known quite clearly a year or two years ahead 
almost exactly what the bill would be for old age security. We can forecast 
what it is likely to be many years ahead. 

Mr. FRANCIS: Excuse me, did I understand the witness to say that we 
could forecast the bill for many years ahead? 

Mr. HoLtMEs: For old age security. 

Mr. FRANCIS: Well, with all due respect— 

Mr. Hotmes: The deficits which have occurred in old age security we 
would regard as quite modest in amount. Parliament, on a number of occasions 
in the last 10 or 12 years, in its wisdom has decided to increase the benefit 
during a year and to leave the charge or the contribution rate unchanged. But, 
I am quite sure that anyone who asked could have been told what was needed 
in the way of contributions to cover the cost of the old age security benefits 
during the coming year or years. If you look at the amount by which there 
has been a variation from the tax intake in old age security and, let us say, 
compare that situation with the Canada pension plan’s possible increase in 
contribution at an unknown time 20 or 30 years from now, I do not think they 
are of the same dimension at all. 

Mr. FRANCIS: It would appear that if you projected both programs for 
the same time period ahead, there would be a greater degree of variation in 
yields from the old age security tax 20 years ahead. I do not see how anyone 
could project the yield for 20 years on the formula of gross income tax, 
sales tax and personal income contributed to old age security. If you set 
up a similar type of projection for the Canada pension plan I would find 
it hard to accept that there would be a greater margin of unpredictability in 
the Canada pension plan. I would like your comments on this. 


Mr. Hotmes: Well, you are speaking of the way the contributions are 
collected. I might say on this point that when we appeared before the King- 
Lesage committee a number of ways of collecting the contributions for old 
age security were considered. One of them was a payroll tax, which you are 
now proposing in the Canada pension plan. We expressed no preference with 
regard to the actual method to be used in obtaining contributions for the 
contributory old age security plan. The government of that day and, in its 
wisdom, saw fit to adopt three methods of collecting contributions. The collec- 
tions did tend to go up and down to some extent with good times and bad 
times, but the actual cost of the old age security benefits is fairly predictable. 


Mr. MONTEITH: Does the Minister of Finance not undertake to project a 


few years ahead in respect of old age security? 


The CHAIRMAN (Mr. Cameron): I am not answering that question because 
I do not know the answer to it. 


Mr. MONTEITH: I assume he does. 
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Mr. HotmeEs: We Canadians will contribute $900 million through the 


three taxes. This total of contributions goes up and down, but the cost of 


_ benefits is fairly predictable. 


Mr. FRANCIS: You feel that any comparison with the Canada pension plan 


ignores the collection side and that the difficulty of the plan is the unpredict- 


ability of the benefits. 


Mr. Houmes: It is the design of the benefits that concerns us, not their 
size. 


Mr. FRANCIS: You are not concerned about possible pressures brought about 


2 through legislative amendments or changes on the old age security side which 
_ would have considerable effect on the benefits of the Canada pension plan. 


Mr. HotmEs: I think it is only fair to give the remainder of the delega- 
tion an opportunity to add to what I say in this regard. We do feel that 


the method which has been used since 1952 in considering changes, improve- 


ments, and so on, in old age security benefits, could be improved upon. We are 
very pleased this committee has been called together on this problem. We 


wish there had been some similar committee to which the dominion bureau 


of statistics, the government actuary and so on could have been regularly re- 
porting with regard to what should be done with the benefits in the old age 


security plan between 1952 and now. 


The CHAIRMAN (Mr. Cameron): You are next, Mr. Rhéaume. 

Mr. RHEAUME: Mr. Chairman, I want to direct my questions to Mr. 
Holmes and Mr. Kilgour, and I am concerned now with questions solely refer- 
ring to the principle of the legislation. ) 

; I want to read the sentence in respect of what the principle should be 
and then ask Mr. Holmes and Mr. Kilgour how, in their opinion, Bill No. C-136 


meets these criteria. The sentence reads as follows: ‘“‘The purpose of the gov- 
ernment’s proposed legislation is to ensure that as soon as possible in a 
fair and practical way all Canadians will be able to retire in security and 


with dignity”. In your opinion, is the proposed legislation a fair way? In your 


- opinion, does it meet this requirement? Is it fair? 


Mr. Hotmes: Well, I think our answer to your question, Mr. Chairman 


and Mr. Rhéaume, is clear; we are concerned that the Canada pension plan, 


_ Shall we say, is doing a great deal for some of us personally in a time when it 


is doing very little for the 30 per cent of Canadians, shall we say the older 
Canadians, who are not in urban areas but who are out in the rural areas. 
_ They start off with a lower income when working and this income drops by a 
' greater percentage when they retire than in the case of Canadians in urban 
areas. For this reason the proposed new plan does not make sense to us. When 


_ we look at our relatives or a number of our business associates we find that 


old age security seems to be doing a reasonable job. It is giving money as of 


right to the people who are in the greatest need of that money. In contrast, 


_ the Canada pension plan seems to be directing money to types of people like 
ourselves, and this is not just a peculiarity; it seems to be a principle of the 
e-plan. 


Mr. RHEAUME: Would the short answer be: no, it is not a fair way? 
Mr. Kincour: That is right. 
Mr. RHEAUME: In your opinion and in the opinion of your group is it a 


- practical way? I am concerned with the two words, “fair”, and “practical”. Is 
it a practical way of meeting the needs of Canadians, in your opinion? 


‘ 
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- 


Mr. Hotmes: In our opinion, the answer is no. 
Mr. RHEAUME: Would it meet the needs of any Canadians on the basis of 


your chart, that 67 per cent get nothing out of the Canada pension plan itself? 


Mr. Hotmes: In our opinion, no. 
21731—2 
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- Canadians? ils 
Mr. Hotmes: Not to all Canadians, in our opinion. | 
The CHAIRMAN (Mr. Cameron): Have you a question, Mr. Croll? © 


Mr. RHEAUME: ‘Would it allow security and dignity, in your opinion, to all 


Hon. Mr. Crotu: Could Mr. Rhéaume then give me any reasons for voting © 


for this measure in the House of Commons? 
Mr. RHEAUME: I would be very happy to explain that on a question of 
privilege. ; 
Hon. Mr. Crouu: Perhaps some other time. 
The CHAIRMAN (Mr. Cameron): Have you any questions, Senator Croll? 
Hon. Mr. Crouu: No, I will wait until later. 
The CHAIRMAN (Mr. Cameron): Will you proceed, Mr. Prittie. 


Mr. Prittre: Mr. Chairman, the submission lays great stress upon the old 
age security approach, and I must confess I agree with that approach to a 
certain extent. And, there are some recommendations on page 25 with which I 
agree. But, it seems to me there is one basic weakness to the old age security 
approach, where the pension applies to everyone regardless of contributions, 
and the same amounts apply to everyone. Apparently, the very reason for the 
Canada pension plan is that we have lacked a national portable pension plan, 
which is not being provided by the old age security approach and, apparently, 
it was not coming from other sources, if you like, such as the private insurance 
industry. And, I suppose everyone is familiar with the personal tragedies which 


occur to people who either are tied to their jobs and cannot leave after a certain 


date or through circumstances of industrial change are out of a job and cannot 
get on to another one. Even if you have a good old age security approach, for 
example, with the age of 65 as suggested, and $75 a month, which is very much 


to my liking, theis does not get over the basic problem of the lack of portability | 


which exists in Canada at the present time. Other suggestions do not seem to 
be forthcoming to remedy this lack, hence the introduction of a national portable 
plan. 


I have a further question but I would like your opinion on this first. 


Mr. Hotmes: Mr. Chairman, I would like the delegation to supplement 
what I am going to say. 


First of all, we do like the idea of portability in private pensions and any- 
thing that we can do to co-operate with governments or with business in 
Canada to increase portability we certainly would wish to do so. I do call your 
attention to the point that in our view old age security is contributory and we 
think that it was presented to the country as contributory. Perhaps there could 
be a question as to how the contributions should be collected. And, secondly it 
is portable; old age security does follow a person through good times and 
through bad times and whatever we do with it it is completely portable in 
Canada. 

What we cannot see, of course, is this. Canadians generally are working 
hard and providing for their own individual situations, and not necessarily 
through the life insurance companies. There are many different ways of pro- 
viding for old age. The statistics we can find—and we do wish that this com- 
mittee would look at these and other statistics—indicate to us that the harder 
up a Canadian is during his working years, the harder up he would be during 
his retirement, and that as a whole the Canadians who are better off, who are 
working at higher incomes by one means or another, buying farms, houses and 


so on, go into retirement not as well off as they wish but better off than those ~ 


individuals who have struggled all through life on lower incomes. We really 
do not think that Canada should focus on the problem of those people who, 
statistics show, are meeting their income needs in old age better than others. 
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Ido not cca whether I have given you the answer. We favour portability. 
‘We say old age security is portable. 


Mr. PRITTIE: Yes, but my main point is that we have before us a national 
portable contributory plan because this does not exist in the country at the 
_ present time. As far as I know there is no means in Canada for providing 
loa portable pension plan for the person who may be aged anywhere from 
Br 45 to 55 and who very often loses his employment because the industry is 
- shut down. Of course he receives his contribution back, but we have no plan 
- whereby he can continue in a contributory plan after the age of 75. Does a 
ri provision exist at the present time to handle that type of situation? I am sug-— 
_ gesting this is the reason why a national government pension plan has been 
introduced. 

f 


Mr. KiuGcour: I would like to say a word on this point. We would certainly 
be in complete agreement with the fact that there has been a shortage of portable 
pension plans in Canada. This is one of the points which Ontario has been trying 
_ to resolve through their portable pension legislation. This association appeared 
_ before them and advocated a private portable pension plan. We thoroughly 
- recognized the hardships brought about by a pension plan under which a man 
loses all his rights if he is let out or laid off. This is something that can be 
worked upon jointly over many years, and employers will increasingly libe- 
_ ralize their plans to make them portable. In Ontario they would have had 
- to do it but the approach was changed when this legislation was proposed. 

f The fact does remain that a great block of less fortunate Canadians today 
are not permanently employed by good employers who have pension plans. 

a They are out on the economic fringes of this wide-flung country. It is also— 
a fact that the Canada pension plan will cover twice all the people today 
fi who are in private pension plans. It scoops them all in through the payroll tax. 

_ Iam quite willing to recognize the best intentions of the authors of this plan, 
Ppt unfortunately this plan is going to add its benefits on top of the plans 
now covering all those who are regularly employed by good employers who 
a have pension plans, and is going to continue to miss many people who do not 
_ work for good, solid employers who are able to provide permanent employment 
and pension plans. We therefore come back to re-examination of the fact that 
the objective of portable pensions will not be realized for many people who 
do not work for employers with pension plans or people who do not have 
a regular employment. This fringe will never be included. 


| Mr. Prittie: I will have to agree with Mr. Kilgour on this last point. 
ihe There is a large group of people who are not well covered. The plans for porta- 
_ bility have not been worked out. It is true that Ontario has been making some 
ie steps in that direction, but it may be a long time before this becomes a 
ae in Canada. 

a The last question I wish to ask deals with item 11 on page 4. It reads 
as follows: 


Finally, the addition of the Canada pension plan to old age security 
would result in nearly one half of the population having little incentive 
to supplement by private saving the retirement income to be provided by 
their government. This would be a large scale surrender of individual 
initiative and responsibility. 

- Jt seems to me that for the people who are employed and are having 
payroll deductions made for private plans at the present time it would make 
very little difference who is providing the pension. There is a fixed per cent 
which is coming out of his income for that pension, I would suggest that for a 
large majority of Canadian wage earners this is the only saving they have 
i) in: addition to whatever property they own. 

The CHarrman (Mr. Cameron): Is that a question? 

me, 2173123 
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Mr. Prittrz: My second question concerns this last sentence: “This would 
be a large scale surrender of individual initiative and responsibility”. I wonder 
about that because a large majority of Canadian wage earners do not make 
their own provision for their pension plans; it is part of the job, something 
that goes with the job. 


Mr. HotmMEs: I would agree with the questioner on this. This does involve 
a transfer. That is why we gave you the table, that was referred to earlier, 
showing that for many families in Canada this, together with the old age 
security, would seem to supply all that they would desire during their old age, 
and they would not have much incentive to set about doing much else for 
themselves. I think, as you say, that people in a small business have some 
feeling of individual initiative as far as their company’s pension plan is con- 
cerned, but when you are one of a thousand, you are one of a thousand. There 
are also individuals who are outside of business. I am sure that with them the 
feeling of “participation” is much greater. 

I think we all agree that a transfer of savings from the private to the 
government sector would result from the proposed plan. Whether the individual 
in a group of a thousand feels any more individual initiative than in a group 
of 18 million, I do not know. 


Mr. Prittie: May I just finish up by suggesting that those persons who are 
in the executive income level or who have their own businesses and who wish 
to make extra provision for their retirement will not be satisfied with income 
received from old age security and the Canada pension plan, and they will be 
able to make this extra provision. It seems to me many people would like a 
higher income than these two plans would provide. 


Mr. HoLmEs: I think this is true. These people are in the 30 or 40 per cent 
which are not referred to in Appendix I. First of all, there is a group that is down 
below the scale in the test; then there is a large group who are not really left 
with much incentive to save; and then there are people in the higher income 
group with incentive to save. 


Mr. Kitcour: I could add something to that point. There is also the very 
important fact that a great many people in Canada belong to very good pension 
plans. For instance the civil service has a very generous pension plan which 
provides, I think, 70 per cent of the final six years’ salary. Many private 
industries have equally generous pension plans. If, on top of this, one has old 
age security—whether one’s pension will be $3,000, $6,000 or $7,000—then in 
fact one is going to have such a high percentage of one’s income when one 
retires that one will be far better off than during the years when one was 
raising one’s family, trying to put children through school and university, and 
so on. So that for many people in responsible walks of life the incentive to 
save more than for the combination of the pension plan and old age security 
will be very largely removed. 


Mr. Luoyp: I have a couple of questions for Mr. Kilgour, Mr. Chairman. 


He made a point of drawing our attention to the fundamental conclusion of 
this submission, that this is a poorly designed welfare measure. Mr. Kilgour, 
you made reference to farmers and to their level of income. Do I take it that 
in judging this scheme you are judging it from the past events in our economy, 
or have you judged it in the light of what seems increasingly clear will come 


about in the future? Do you judge it in the light of future events, or entirely 
from the past factors in our economy? 


Mr. Kitcour: I should think that any of judgments probably represent a 
bit of a blend. If one thinks of an area in which there is a large number of self- 
employed people and of farmers, according to the evidence given before this 
committee some time ago, then one realizes that in the Atlantic provinces they 
contribute 3 per cent of the contributions to the old age security plan and they 
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_ draw out 10 per cent of its benefits. This surely illustrates how little an earning’s 
rebated benefit affects these people; there are not enough payroll earnings or 
_ taxable earnings down there. Under this proposed type of plan they would 
- presumably pay in 3 per cent and get out 3 per cent of the benefits. The 10 
per cent comes in because there are many old people and they each get $75 a 
month even if they did not have a sufficient income to contribute much on the 
way along. 

We may get an increasingly industrialized society in Canada, but in many 
parts of the country it is not clear how fast this will come about. There are 
many self-employed people and many people working for a variety of employers. 

I would suspect that very few farmers who are today on small land holdings 
or doing mixed farming are likely to show much income. Movement from farms 
may rise dramatically in the next decade, but I would like to leave that opinion 
to some agricultural expert. . 

Mr. Luoyp: Could you supply the committee with the number of earners 
on payroll earnings as distinct from self-employed farm earnings in the Atlantic 
provinces? 

Mr. KiLGour: I personally have not done such an analysis for the Atlantic 
provinces. 

Mr. Luoyp: Were your conclusions based on such an analysis? 

Mr. Kixucour: In relation to the old age security, yes. 

Mr. Luoyp: In relation to the illustration you chose of the Atlantic 
‘provinces? 

Mr. KitGcour: Yes. 

Mr. Luoyp: You do have those statistics? 

Mr. Kincour: I have that figure. 

Mr. Luoyp: You could supply the statistics from which you draw your 
conclusions? 


Mr. G. E. Brown (Senior Vice-President, Sun Life Assurance Company of 
Canada, Montreal): If I might interrupt, I might draw to Mr. Lloyd’s attention 
that the government of Nova Scotia in submitting a brief to the Senate com- 
mittee on aging on October 15, 1954, among other things, said: 

The Canada pension plan may seem to offer a solution for these 
problems. Unfortunately, the advantages of the plan have been exag- 
gerated and many of the disadvantages have been overlooked. 


Then they go on: 


We have no conclusive statistics regarding the number of persons 
resident in Nova Scotia earning less than $600: per year, but it is our 
impression from all the information at hand that their numbers are 
very considerable. We must anticipate, therefore, that large numbers 
of our aged population will not qualify for inclusion in the Canada 
pension plan. 


Mr. Luoyp: Is this the basis of Mr. Kilgour’s conclusions? 


Mr. Kiicour: I can tell you that in Canada there are some two million 
Canadians in the work force who do not pay income tax. 


\ Mr. LLoyp: By virtue of the fact that they are exempt from taxation 
because of the bracket? 


Mr. KiLcour: Because they make no returns. 
Mr. Luoyp: Just a minute now. 
; Mr. KiLGour: I mean because they do not feel required to make returns. 


Mr. Luoyp: I am using the same information which I presume the other 
gentleman who rose used to supply the information which apparently Mr. 
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_ Kilgour did not have. You made an assertion and based it upon meat is aN a 


mn posed to be a very careful mathematical study of statistics. 


Mr. Kitgour: May I give one analysis I have studied? I said thar I did 


bis not study the Atlantic provinces. I know that in Manitoba 47.4 per cent of 


the workers and heads of families can be reached by payroll deduction, which 


means about 53 per cent have to be reached by some other means. 


Mr. Liuoyp: Was this 47 per cent based on the fact that so many tax 


returns are being filed? 


Mr. Kitcour: No. 


_ Mr. Luoyp: In referring to the Canada pension plan as a welfare measure, 
are you referring to it as such because of the fact that the actuarial liability 
is not fully funded from the contribution; is that one of your reasons for 
calling it a welfare measure? 


Mr. Kiicour: No. I think the points in using the expression welfare or 
social insurance scheme is that our objection primarily lies in the fact that 
the bottom segment of people will not be drawing benefits and that it is loaded 
for those at the top. It is an inequitable redistribution of taxes because it is 
not going to the right people, and funding or non-funding is not nearly as 
pertinent, in my judgment, as what the plan does for people. 

Mr. Luoyp: You are perfectly satisfied that the government should decide 
to use its taxing powers to maintain the fluidity of the lability at any time 
they consider to be satisfactory. 

Mr. HoLtmMeEs: Might I comment on that? 

Mr. Luoyp: I presented a question to Mr. Kilgour. 


Mr. Kincour: In reply to the question, I would say I would regard where 
the money goes as a far more serious criticism of the plan than how the money 
is raised or whether it is funded or non-funded. 


Mr. Luoyp: In your diagnosis of it as a so-called welfare measure, there 
was no implication that it is bad because it happened to be a government 
measure using the general credit of the nation to meet an obligation by taxation. 


Mr. Kitgour: No; but there is a section of the brief which does touch on 
the method of financing it. 

Mr. Lioyp: Earlier I started by asking if you had drawn your conclusions 
by the events of the future, and I mentioned that you had referred to farmers. 
Well, the conventional wisdom that we read about from economists all points 
to the ever increasing proportion of our population which must find its earn- 
ings in the servicing and secondary manufacturing sector of our economy in 
increasing numbers. Have you taken this into account when you were drawing 
your conclusion? You have referred to farmers; you picked on an obvious 
area of difficulty in reaching a workable pension plan. What about the in- 
creasing volume of people who would benefit under this plan; have you taken 
future events into account when you have drawn your conclusions, or are 
you basing all your conclusions on past historic facts of our economy? 


Mr. Kitcour: I think our objections to the plan would be equally valid 
if there were 100 per cent of the people in Canada on payrolls. 


Mr. Luoyp: In other words, to the extent that this plan does reach those 


of low income, or those who do not presently report in this manner, it is open 
to criticism. 


Mr. Kricour: And gives most to the top and least to the bottom. | 


Mr. Lioyp: On that point, private pension plans all are related to earnings, 
are they not; private pension plans are all related to earnings? 


Mr. Kincour: In the main, yes. 
An hon. MEemper: No, no. 
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; "i _ Mr. Luoyp: In the main, are they related to earnings? 

he Mr. J. A. Tuck, Q.C. (Managing Director and General Counsel, The Cana- 
pr dian Life Insurance Officers Association): There are a few plans, sir— 

d Mr. Luoyp: What percentage of private plans is related to earnings? 

Mr. Kincour: A very high percentage. 

: Mr. Luoyp: I think we must accept this as a fact. Surely there is no chal- 
' lenge of the fact that a high percentage is related to earnings. 

Mr. KiuGour: Agreed, sir. 

iq Mr. Luoyp: Bearing that in mind, on page 2 in (d) of your summary you 
_ say: 

i i The Canada pension plan would provide the largest bonuses to those 
: with the highest pensionable earnings. 


i | 
a Is this really not a little bit of semantics; could you not eliminate the word 
_ “bonuses” and simply say the Canada pension plan, as is the case with private 
pension plans, would provide the largest benefits to those with the highest 
_ pensionable earnings. 
Mr. KiLGour: No; on the contrary, private pension plans are arrived at 

_by a precise formula. If one has double the income of another, he or his em- 
ployer contributes double as much. On the other hand, the Canada pension plan 
gives a minority of people very great bonuses in the order of $10,000 apiece, 
and I think my own is over that; it is more than I could possibly pay in. Some 
_ dear old lady living in a room on Smith street gets nothing. This is not what 
a private employer does. He takes all his employees by and large and tries to 
F: treat them with equity; so much for a year’s service in relation to a year’s 
_ salary. Any plan slanted in favour of high salaried people usually is frowned 
a upon and a few years ago was not allowed by the income tax department. 
_ Normally, private pension plans are as equitable as the employer and his 
- employees can devise. 
j Mr. Luioyp: I will pass for the moment. I am satisfied from what Mr. Kil- 
- gour has said that at least the objectives of the Canada pension plan were 
_ to relate the benefits to earnings; there is no question about that. 
4 Mr. G. R. Berry (Vice-President and General Manager, Metropolitan Life 
_ Insurance Company, Ottawa): But they made one very large difference; they 
: did not collect enough money to pay the benefits. 
‘ Mr. Luoyp: This comes back to my original submission in respect of the 
- conclusion that it is a poorly designed welfare measure. I gathered from the 
_ witness that it is poorly designed because it is not funded. 

te Mr. Kitcour: No. 
Mr. Berry: No. 
Mr. LLoyp: You are speaking about the value of a pension at a certain age. 
Mr. Berry: You are confusing the fund, which is one thing, which meets 
the liabilities of the plan as a whole and what I, as an individual, pay for the 
benefit I am going to receive. If I take my own case, I am one of the persons 
- in the lucky age group. If I pay something in the order of $900, I will draw 
a benefit worth about $12,000, but the man who earns less than $5,000 a year 
receives a bonus, a windfall-—call it what you like—which progressively goes 
- down as his earnings go down. This is the weakness of the plan. 
4 Mr. AIKEN: May I ask a supplementary question— 
Mr. CASHIN: That statement you made is wrong. You have not taken into 


Mr. BERRY: But he Hees pay it all. 
Mr. CASHIN: But you were relating both of them to the ten year period. 
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Mr. Berry: This is true, but why should you, in a program which is sup- 
posed to take care of people who are aged, give a bonus or a windfall of twice 
as much to the person higher up in the income scale? This has never been 
done to my knowledge in any other welfare program in this country. 

Mr. Luoyp: This is the windfall which derives from instituting the plan, 
is it not? 

Mr. BERRY: Yes. 


Mr. Luoyp: Your remarks really apply to the fact that in starting a plan, 
those who begin to get its benefits at an earlier age, compared with privately 
funded plans, have not in fact paid in as much. 


Mr. Berry: This is true under the old age security program. 
Mr. Luoyp: Yes. 


Mr. Berry: But under the old age security program because it is a flat 
benefit, you do not benefit those persons earning more than those who are 
earning less. 


Mr. Luoyp: Do you not in some degree in instituting a new plan, when 
you have taken into account the formula of establishing the past service bene- 
fits? 

Mr. Berry: But there again you have a closed group. 

Mr. Luoyp: A closed group, naming the beneficiaries of the fund, and the 
same principle applies regardless of the size of the group. 


Mr. Berry: No, because a small group works out a program to its own 
needs, and they in fact are paying it all. 


Mr. AIKEN: My question relates to my original line of questioning: is it 
not a fact that in this interim period there will be an element of collecting 
from a large number of poor in order to give to the well off? Would that be 
a fair statement? 

Hon. Mr. Crouu: No. 

Mr. FRANCIS: You do not collect from them. 


Mr. Kincour: You have a lot of young people entering the labour force, 
for example young women, who will work from three to ten years, and they 
pay a tax on annual earnings above $600. Then they get married, and all the 
pension benefit which comes to them at the age of 65 you could stick in your 
eye; it would be about $5 a month. 


The CHAIRMAN (Mr. Cameron): We are still on round one. Mr. Knowles. 


Mr. KNowLeEs: I would like to make a comment or two on one of the 
subjects which has been discussed, and also this opens up one question which 
I do not think has been referred to as yet. I still think that there is room for 
a good deal of thinking on both sides here today about the use of the word 
“welfare”. Both Mr. Holmes and Mr. Kilgour used it as applied, and tried to 
redefine what they mean. Mr. Kilgour read from the submission made by the 
minister to support his contention that it was a welfare program, but he could 
not find the word “welfare” in the paragraph he was quoting. I think there 
is more than just a semantic difference here. Perhaps it is a matter of defini- 
tion. What we are concerned about in this whole program about the old age 
security and the Canada pension plan is to try to move it as quickly as we 
can to an arrangement whereby Canadians will get pensions as a matter of 
right. Many of us have felt that there has been too much of the welfare 
approach in the sense that it involves means testing and that kind of thing. 


I have listened to the discussion this afternoon and it seems to me that 
there is a good deal of that approach in the position taken by the delegation 
this afternoon. I would like them to look a little more closely at our plan, as 
one that seeks to put pensions on the basis whereby Canadians get them as of 
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_ right. To support the contention of those who argue that we cannot look at the 


Canada pension plan alone, you do have to look at the combination of pensions 
which people will draw both from old age security and from the Canada pen- 


sion plan once the matter gets going. 


I would like also to put in the footnote which has been referred to very 
often that there is a $5,000 ceiling in the plan at the present time. It is true 
that there is an arrangement for it to be escalated, but it is not the scheme 
which commits those in the higher brackets to get more, simply because they 
are in the higher brackets. I have a new question I want to put to our friends 
and perhaps to the Winnipeger—since I know Mr. Kilgour’s company used 
to be located in Winnipeg North Centre but it moved out a while ago. I am 
impressed by this interest on the part of Mr. Kilgour and his colleagues here 
today in old age security. Like Senator Croll and Senator Smith, I was a mem- 
ber of the King-Lesage committee. It may be that my memory has slipped, but 
I do not recall this enthusiasm for the old age security program that the life 


‘insurance people seem to have at the present time. I notice now that you are 


terribly concerned that there is nothing in this for certain groups of people 
including those now over 70, and there is nothing in the Canada pension plan 
for them. So you can see from the recommendations under section VII on page 
25 of your brief that there is an alternative to the Canada pension plan although 
you have made a great deal of the fact that we do not provide anything in the 
Canada pension plan for those over 70 years, and you do not provide a cent for 
those over 70. Your alternative is merely a proposal for an increase in the 
pension which people would have between the ages of 60 and 70; the woman of 
60, if a wife, and the husband a little over, a man of 75, will get a pension of 
$125; and for those 70 and over the maximum is still $75 for one, and $150 for 
the two. 

Now if you are going to chide us for not providing benefits for those 70 
year old people, do not chide me because the members of the committee know 
what I think about it. I think we should be raising that amount. But how can 
you offer this as an acceptable alternative, namely a plan that leaves old age 
security for those 70 years of age and over still at $75 a month? If you are 
concerned about all those people, and I think you are talking about the various 
people that there are—there are statements which have to be clarified. Mr. 
Holmes said that Canadians generally are working to provide for their own 
old age, and Mr. Kilgour said that the great majority are outside of the various 
pension plans. But is it not a fact that under the Canada pension plan and the 
old age security arrangements, we will be able to pay something whereby 


within a few years people over 70 will be getting a lot more than $75 a month 


which is now the case, whereas under your recommendation in section VII the 
maximum is still $75 at the age of 70 and over? 


Mr. Houtmes: I shall try to deal with this systematically. First of all, 
regarding ‘‘welfare’”’, we recognize there are two parts to it. There is the part 
where you are dealing with people on the basis of the specific need of a few, 
and there is the part where you are dealing more broadly under a scheme of 


social security. We will be happy to have you substitute social security wher- 


ever we have used the word “welfare”. We do not favour a second plan of 
welfare or social security for retirement. We favour a universal and uniform 
plan wherever the need is very widespread in the community. 

We feel that old age security is payable as of right. We as individuals shall 
accept our own old age security payments wherever or whenever we retire, 
because we feel we are on exactly the same level as other Canadians from the 
Yukon right down to Newfoundland. We will reluctantly accept the bonuses 
the Canada pension plan would pay to us because we happen to be 55 or 60 
years of age and earning over $5,000 a year, when our own sources of business 
have looked at the problem and have made provision for us and we have 
been able to make supplementary provision for ourselves. 
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There seems to be some doubt about our position before the King-Lesage 
committee ten years ago. Perhaps you would let me go into ancient history. This 


_ is the brief we presented on May 18, 1953, before the King-Lesage committee: 
The association believes that the alternative which it proposes will 


remove these defects of the present (assistance) system. It therefore 
recommends that a federal old age security plan be established in 
Canada subject to any necessary constitutional amendments, and 
that the benefits should 


(1) be payable to all elder Canadians without a means test but subject 
to a reasonable residence qualification; ; 


(2) commence at a specified age which, because the benefits will be 
payable to all, should probably be age 70; 


(3) be fixed at a level which can be financed without placing an undue 
burden on Canada’s present and future productive capacity; 


(4) be paid in the same amount to all; 


(5) be subject to partial recovery through income tax in the case of 
recipients having significant income from other sources; 


That includes us as individuals. 


(6) be financed in full on a “pay-as-you-go” basis by an old age benefit 
contribution payable by residents of Canada on a basis as broad and 
equitable as possible. 


Then the submission goes on to the particulars. 

We do agree with the questioner that one must look at the two plans 
together, the old age security plan and the Canada pension plan, and we say 
we wish we were revising the old age security plan. Surely this indicates that 
we think the problem should be looked at as a single problem. 

However, we do not think one can overlook the fact that what you are 
proposing to do at the present time is in addition to the old age security. If you 
do this, you are not paying attention to many people who are left out of old 
age security or you are saying there is no further need in that area at the 
present time. From the chart here you will see that we feel that even 10 years 
hence we are left with the problem because what is proposed would then be 
doing something for only a third of the population. 

You do ask the specific question whether we propose doing anything for 
people now over age 70. If you look at page 27, paragraphs 68 and 69, you will 
see that we do indicate doing something. We feel it needs more study and that 
you need more information from the dominion bureau of statistics and else- 
where on exactly where are the large areas of need. We do not propose that 
there should be means tests or needs tests particularly here; we simply suggest 
that you should obtain reports to find out where among the people of 70 and 
over there is widespread additional need. Then we go back to our old sug- 
gestion that they should be paid as of right. 


There is another type of adjustment the association has considered 
but has not explored fully. 


; The reason we have not explored it fully is that we do not have enough 
information from the dominion bureau of statistics. 


qt would involve stepping up the flat benefit by attained age e.g., 
raising the $75 at age 70 to $80 at age 75, $85 at age 80, $90 at age 85 
and so on. In the case of a great many older Canadians it is apparent 
that not only do their resources decline with increasing age but their 
living expenses rise. The decline in resources often results from the 
necessity to consume capital to augment income. The increase in expenses 
frequently results from illness or special care. 
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69. Some information indicating that incomes decline with age has 
recently been developed by the dominion bureau of statistics. More infor- 
mation is still needed, however, to determine the best pattern for an 
age adjustment (see Appendix 2). The association recommends that this 
be obtained because if it supports the views herein expressed an impor- 
tant improvement could be made in old age security at a relatively 
modest cost. For instance, the current cost of the adjustment described 
in paragraph 68 would be less than $60 million a year. 


I do call attention to one thing through you, Mr. Chairman. We do say 
- that Canada always has to balance what it would very much like to do for its 
old people as of right with the situation of its working population at any 
particular moment. We do not think that there is any better place to go to 
to get advice on the way in which social security benefits should be directed 
than the dominion bureau of statistics, the civil service in general, the govern- 
ment actuaries and so on. We surely opened the door in our brief. We are not 
sure enough about the areas of need to make too definite a suggestion, however. 
Mr. KNOWLES: Mr. Chairman, may I make this comment, namely that the 
proposals set out in paragraph 68 are, in Mr. Holmes’s own words, just tenta- 
_ tive. I am referring to the proposals defined as matters being explored. Even 
in that, you do not propose any increase for those who are now aged 70, for 
those between 70 and 75; you leave them at $75 a month? 
Mr. HOLMEs: Yes. 
Mr. KNOWLES: You allegedly criticize us for not doing anything in this 
_ group, and you are taking words out of my mouth there because I think this 
is a fault and we should be doing something about this old age security plan, 
but I regret very much that you have not proposed as part of your alternative 
that something be done now to improve this position, especially when you 
_come here and chide us for not doing it. 

4 Mr. HoLmMEs: You recollect, Mr. Chairman, we said we made this illustra- 
_ tion to show there was a concrete practical alternative. I pointed out also that 
_ somebody—and we appear to be some of the people who have to do this—has 
to call attention to the other side of the question. How much are the working © 
_ people of Canada prepared to do in this field? That is the only reason we raise 
_ this question. We have called attention to it. We have only suggested that this 
is a practical alternative. We would not expect for a minute that this committee 
“haba just say, ‘‘Oh, that is fine, let us do that.’’ We feel that basic information 

on needs is actually available to you from the dominion bureau of statistics 
Diana other sources and should be studied. 


Mr. Kitcour: Mr. Knowles included me in his question, and there are 
-a couple of points I would like to make. 


: Perhaps one of the reasons we are so impressed with the Old Age Security 
- Act is that we see its workings. Old age security has been a tremendous help 
nf to people who were pensioned many years ago. It has been a tremendous help 
Ni to people who get to the age of 70 and who, for one reason or another, and 
_ not necessarily due to any fault of their own, are without resources. There is no 
question that this is the greatest thing that has happened to our old people. 
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: I personally feel very strongly that the Canada pension plan changes old 

age security and comes well nigh close to destroying it. People are going to 
_ be able to take $51 a month at the age of 65. When you look at chart 2 you will 
9 see that 67 per cent of the retired people would be getting nothing from the 
_ Canada pension plan, and I venture to suggest there will be an important 
f “number of those people who will only be getting $51 a month because when 
ot ee reach the age of 65 they are old, they are tired or they are poor, and oe 


‘ 
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So almost certainly we have detracted from the true strength of the old age 
security for the poorest segment in our community by giving them this option 
to take $51 a month at age 65, and then they are stuck with it for life. 

Mr. COTE (Longueuil): No, it is going to be increased every year. 

Mr. Francis: I would like to ask Mr. Kilgour a question. 

Do you envisage old age assistance ceasing between 65 and 70? Would 
those in poor circumstances not still be able to supplement up to $75? 

Mr. KiLcour: Through welfare assistance. 

Mr. FRANcIS: But surely one should look at the total package. 


Mr. KiLcour: Again, it is not as of right and, again, it is subject to the 
business of a means test and so on. I think a great many people will grab 
the $51 a month and will not want to go down and apply for needs-tested 
welfare. 


Hon. Mr. Crouut: Have you any idea how many people live between 65 and 
70 and whether those between 70 and 75 will gain or lose by it? 


Mr. Kiucour: I have not. 
Hon. Mr. CROLL: Who can? 


Mr. Kincour: One can generalize. Certainly a great many people will say 
“T’ll take it now.” There will be a great deal of cutting down from the $75 
to. "$51. 

The second point, Mr. Chairman, that Mr. Knowles brought up was why 
there was no increase or why we did not strongly recommend an increase. 
I think Mr. Holmes gave a good answer. We did not feel it was our task to say 
how much Canadians wanted to spend. However, I do believe there is con- 
siderable room for the view—and this may not be shared by my associates— 
that we could do much more if we were to raise old age incomes for people 
who do not already have ample incomes. The new act suggests that people 
have to turn in income tax returns down to $600 a year. Possibly old age 
security could be raised to $100 a month for everyone whose income is not 
that high. We have 200,000 old people in Canada who are taxable. I for one 
do not feel every benefit needed by one group has necessarily to be passed on 
to all Canadians. 


Mr. KNOWLES: May I ask Mr. Kilgour one more question? 

I welcome what you have said about the boon that old age security is to 
our people today compared to what was the case 25 years ago. I am sure Mr. 
Kilgour will agree that if the pension were still the $20 that it was 25 years 
ago or even the $40 it was 15 years ago he would not be able to say that. The 
only possibility of old age pensions continuing to be a boon to older Canadians 
rests upon their going up still more considerably. In other words, it has to be 
$75 today as opposed to $40, 15 years ago and it will have to be $150 not many 
years hence. Does Mr. Kilgour see the possibility of the old age security plan, 
which they support so strongly, being raised to figures of that kind without 
contributory schemes such as those involved in the Canada pension plan? 

Mr. KiLcour: I would only reply to that that I would hope Canada and 
the Canadian parliament would from time to time always be prepared to > 
reappraise the circumstances of our old and unfortunate people at any stage 
and to create benefits that are favorable and useful at the time they make the 
decision. I think this is a much happier prospect than hinging pensions to cost 
of living indexes. 

am KNOWLES: You would hinge it to an increase at every election, would 
you? 

Mr. KiLcour: No, I would hope— 

Mr. KNOWLES: That is what has happened. 
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Mr. KiLGgour: Again, I would hope there could be some realistic survey 


every two or three years of the true situation and the needs of our old people, 
and that we would try to meet them thoughtfully rather than having a bidding 


process. However, that is purely a personal opinion. 
Mr. Hotmes: May I make an addition? 
The dominion bureau of statistics has obtained figures in the past year, 


- although we concede more should be obtained. They compare the income being 


received at the time of the last census by the working population on an average 
by province, by definite areas of Canada, with the income, including the old 
age security being received by the older people. We think reports of this sort 
could be a basis for a regular adjustment of the situation. 

There is one other thing I would like to point out which does give us 
concern, and it is partly why we call the attention of the committee to the 


- question whether people of age 85 to 90 are not in fact in greater need than 


people of 70. 

In respect of the Canada pension plan we have said that we are concerned 
because we and people like us are going on very liberal pensions at a time 
when two out of three Canadians will be subsisting on old age security 10 or 
11 years from now. If you raise old age security for them, of course, this being 
a universal plan, you will also raise old age security for us. You must remember 
we then will be the young old people. We are only using ourselves as guinea 
pigs to try to explain the situation as we see it. We will be the young old 
people and we will be the first Canada pension plan recipients of large 
amounts. We will be 65 or 70. But, the people who are then aged 90 still will 
be existing on roughly the current level of old age security. So, we are 
proposing that at any particular time the aged population who are still very 
close to retirement will be receiving a considerably larger income than the 
aged population who are in the 80 to 90 age bracket. Yet, any information that 
we can find from the dominion bureau of statistics indicates that if there is 
any difference in treatment, it should be the other way. 

The CHAIRMAN (Mr. Cameron): Are you finished, Mr. Knowles? 

Mr. KNOWLES: Yes, for now. 


Hon. Mr. Crouu: Following what you just said, Mr. Holmes, I had three 
points I was going to make. However, Mr. Knowles took care of my first question 


in respect of social and welfare measures. I might also say that he looked 


after the other one. But, I have thought one up while you were speaking. Of 


course, you are well aware of the bill which we have before us, and the 


: commitment of the bill in principle, Mr. Holmes. 


Mr. HOLMES: Yes. 

Hon. Mr. Crouu: And, I do not think you will disagree with me when I 
refer to the fact that $5,000 in today’s world is a modest salary rather than a 
very high one. Up to $5,000 is what the plan has in mind. Therefore, the com- 
parison really is between people receiving a modest salary and those receiving 
a low wage or salary, whatever it may be. 

Mr. HoLmMeEs: Do you wish me to reply? 

Hon. Mr. Crouu: No; wait until I finish. I am laying the premise for you. 

Mr. HoLMEs: Yes. 

Hon. Mr. Crouu: And, from what you have said I think it is also true that 
the better paid workers under the plan make some contribution to the pension 


of those who are not so well paid. Now, I am sure you want to be helpful to us. 


You know we have a pension plan to bring in. Can you tell me how under any 
circumstances we can start a pension plan of the kind which is committed by 
this bill without a windfall to some people who come immediately within the 
compass of the plan. 
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Mr. HotMEs: First, in respect of the point regarding modest salary, $5, 000 


is in some respects a modest salary. I believe that the average pay though is © 
around $4,000 a year, and that probably means that one half of our Canadians 
are receiving less than $4,000. I agree a fairly large number of us are receiving — 
$5,000 and over. Once again, the statistics that we have seern to indicate that the 


people who have been hardest up—say, the group which ranges from, shall we 
say, $1,500 up to $5,000 of earnings—during their working years, drop off more 
in income when they retire than the people who are better off. And, because 
high earners are better off when working, they do start to make some provision 
for themselves as well. You asked whether there is any way of getting away 
from this question of windfalls to the higher paid. Well, of course, there is in 
respect of old age security. 

Hon. Mr. Crouu: No, no. Just answer the question. You cannot lay down the 
ground rules. I said, committed to the plan under this bill. We have a bill before 
us. We are not going back 10 or 12 years, at which time there was no bill 
before us. We were talking in generalities then, if you remember. Of course, 
I do not remember. But, that was another matter entirely. As I say, we are now 
committed to a bill, and I asked for your comments within the compass of this 
bill. 

Mr. Hotmes: The windfalls or bonuses arose from two factors. The first is 
the fact that the benefits are directly related to earnings. There is some lowering 
of the contribution rate for the lower paid person, but the benefit goes up with 
income up to $5,000. In respect of our American friends, the benefit drops 
relatively as the income moves up. That is the one factor in the Canada pension 
plan. Of course, the other factor is the early maturity factor. Under the old age 
security plan there is, of course, immediate maturity. It is not a 10 year maturity 
at all; it is immediate maturity. But, that immediate maturity is applied on a 
uniform basis to everyone in Canada, including people who already are retired. 
I think it is reasonable to call your attention to the fact—and I think I am 
correct in what I am going to say—that in England, where something a bit 
like this proposed plan was considered two or three years ago, there is no early 
maturity in the income related plan. 

Mr. Kincour: Mr. Chairman, Senator Croll asked if one had a suggestion 
as to how, out of the framework of this bill, one could remove the objections. 
I think the burden of our brief is that as a social measure for all Canadians 
this bill is like an aircraft that will not fly; you will have to design a new one. 

Hon. Mr. Crotut: You can bet that it is not only going to fly but it is 
going to fly at a rapid rate of speed. 

Mr. MontTEITH: Are you going to use closure? 

Hon. Mr. Crotu: Mr. Holmes, although I could be wrong I thought I heard 
you say that under the American security plan there was a drop of benefits at 
a certain stage. 

Mr. Hotmes: In relation to income. 

Hon. Mr. Crott: Do you remember at what stage? 

Mr. HoLMeEs: In respect of the American scheme which, of course, is 


their only scheme, it is fair to say that as the pay goes up the pension in relation 
to the pay is less. 


Hon. Mr. Crotu: Are you referring to dollars? 
Mr. HOLMES: Yes. 
Mr. RHEAUME: Mr. Chairman, on a point of privilege, I think you should 


instruct the members of the committee to take Senator Croll’s remarks face- 
tiously because, otherwise, I, for one, do not intend to partake of such a ritual. 


The CHAIRMAN (Mr. Cameron): Mr. Rhéaume, the Senator is expressing 


his own personal opinion. Are you through, Senator Croll? 
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+ Hon. 'Mr. CRouu: Yes. | nine 

_ The CHAIRMAN (Mr. Cameron): On the first round I still have Mr. Basford, 

_ Mr. Gray, Mrs. Rideout, Mr. Cashin, Mr. Monteith, Mr. Cantelon, Mr. Cété, Mr. 

_ Leboe and Mr. Macaluso. 

4 Would you proceed, Mr. Basford. 

(ii Mr. Basrorp: Mr. Chairman, I would like to refer to paragraph 10 of 

_ the summary, which refers to the indexing of the pension benefits. It says: 

.. . Surely the adoption of this principle would be an open admission 
that inflation may not be controllable. ; 


; I would like to refer you now to appendix F of proceedings number 4 
_ of this committee on Thursday, December 3, 1964, which shows if we look 
back in the history of the consumer price index that the pension index as 
_ provided for in the bill has consistently trailed the consumer price index. 
” I would also like to refer you to what Dr. Willard said on pages 206 to 208, 
which disagrees with your paragraph 10. I would ask you to refute the 
evidence we already have had in this committee. © 

Mr. HoLMES: Could you give me the page again? 

Mr. BASFORD: Page 206. 


: Mr. HotMes: I think we have some information that might be of interest 
to the committee in this area. As you have been advised, there are a certain 
number of countries that have experimented with a pension index. I think 
_ it will be obvious to you that all pension indexes based on price indexing must 
_ lag the price increases. You must have a price index showing higher prices - 
_ before you can calculate what you are going to do about pensions as a result. 
- I think our economist, Mr. Popkin has some information on what sort of 
- inflation has been occurring in some of these countries that have experimented 
in this area. In 1964 a survey of pension plans was made by the department 
of health, education and welfare in the United States. I think there are 12 
_ countries that have put in pension indexing. These 12 countries are listed. 
i In addition to the group that you have been given I believe that Ecuador 
and Uruguay have tried some form of pension indexing. You will remember 
he from your report that Chile abandoned its indexing provisions in 1957—this 
- is worth inquiring into. We notice that Iceland withdrew from the club in 
Us 1964. The international monetary fund published a supplement at the end 
of last year showing what has been happening to the cost of living in these 
oe countries and in Canada. This is the information which I would like Mr. 
a Popkin to summarize for you. Perhaps we could give you a copy. We certainly 
R, _ think you will want it checked or you will want a report made on it by others. 
i : Mr. Popkin (Economist, Sun Life Assurance Company of Canada, Mont- 
real): I would like to preface my remarks by saying that we are against the 
_ principle of the government introducing indexing, not only specifically fori 
e the pension plan but for any type of obligation. In other words, we think it 
fe is a bad principle for the government of Canada to introduce it. Countries 
Me that have introduced it have usually had trouble with it sooner or later. The 
most important example of this was France which introduced the widest 
spread system of escalation of any country in the world. Up to 1957, at the 
time of the last devaluation, they had had the wildest continuous inflation — 
of any organized industrial country in the world, except for Germany during 
' the war period. Following the eleventh devaluation of the franc in 1958 they 
abandoned all types of escalation. I understand that some types have crept 
- back in since then. As you know, the position of France has been very strong; 
France has made great progress since that time. , 
be The trouble with indexing is that once you start the principle there is no 
logical place at which to stop. Already in Sweden, where they have indexed 
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the pensions, a government committee has recommended the indexing of gov- 
ernment bonds. Why should it be logical to say you cannot index government 
bonds if you are willing to index pensions? I agree that some of the reasons 
that have been introduced here in the committee for indexing pensions are 
that it takes the upward adjustments out of politics. I do not think the 2 per 
cent limit that you put on the cost of living is taken out of politics. If price 
rises exceeded 2 per cent, you would have immediate pressures to raise the 
2 per cent ceiling. Already in the last 12 months we have had a 1.9 increase 
in the cost of living index in Canada. There could be an acceleration. 


I would like to point out that we are not expecting inflation of any signi- 
ficant proportions in Canada; this is not our argument. We are just suggesting 
that this plan is a long term plan and there are other ways of adjusting pensions 
upwards without getting into the morass of indexing which, I think, has very 
bad side effects. Indexing can be taken as an official seal of approval by the 
government that inflation is a way of life. Whether the limit just happens to 
be 2 per cent I think is quite irrelevant; it could be 4 per cent two years 
from now. 


Mr. Munro: Could I interject a question at this time? I understand that 
indexing will occur after the inflation you are talking about has already hap- 
pened, and in that sense it is not contributing to inflation at all. 


Mr. Popkin: You say that indexing is not an engine of inflation. We do 
not say that either, but we say that indexing does create in people the expecta- 
tion of a continuous rise in prices. Once people know protection against a 
2 per cent rise is there, they might expect additional protection. In other words, 
there is no limit to peoples’ expectations. To protect one’s self against inflation 
does create inflationary conditions. 


Mr. Luoyp: The vast number of people referred to earlier who would not 
be covered by pensions are those who have not been filing tax returns, farmers 
and the like. They will think all these things out and calculate the effects of 
inflation, will they not? 

Mr. Popxrin: I think there are enough historical examples of the slippery 
paths of indexing to make us pause a long while before we choose this par- 
ticular method of upgrading our pensions. 


Mr. CANTELON: Mr. Chairman, on a question of privilege, are these inter- 
jections to be allowed while the witness is answering a question? It would be 
_ better if we allowed him to proceed. 

Mr. PopKIn: It does not upset me if it does not upset the Chairman. 


The CHAIRMAN (Mr. Cameron): We know you are not upset but we want 
to keep proper order. 


Mr. Gunpitock: Let us hear the answer. 


Mr. Popkin: I would like to proceed and read out the experience with 
increases in the cost of living index of countries which at present do have 
indexing systems as compared to the Canadian experience. These are annual 
rates of increase between 1958 and 1964: Netherlands increased 2.7 per cent; 
Sweden, 3.1 per cent; Denmark, 3.9 per cent. 


Mr. CHATTERTON: Are those per annum figures? 


Mr. POPKIN: Yes, they are per annum figures over the period 1958-1964; 
France, 4.5 per cent; Finland, 4.5 per cent; Israel, 5.1 per cent; Iceland, 8.6 per 
cent; Chile, 28 per cent; Uruguay, 28 per cent. 


There are other examples that could be brought in here, but it is interesting 
to note that every country that has found it necessary to upgrade pensions with 
indexing has had a greater course of price increase than has Mec or the 
United States. aaa Ar 
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At this point I would like to say that the basic comparison you should 
keep in mind is not the comparison between Canada and the European countries 
but between Canada and the United States. The United States has not yet 
introduced indexing in their pension scheme. 


Mr. BASFoRD: I take it from your answer that the indexing of pension bene- 
fits is not the cause of inflationary trends. 


Mr. Popkin: What I said was that the introduction of the principle of index- 
ing in any type of government obligation does lead to inflationary pressures 
because of the continuous expectation of people, and their actions in trying to 
protect themselves against inflationary pressures. 


Mr. Basrorp: The appendix to which I referred you indicates that the 
pension index would always follow the consumer price index. 


Mr. PopKIN: You are quite right. 
Mr. BASrorpD: You have not convinced me it is a cause of inflationary trends. 
The CHAIRMAN (Mr. Cameron): This is a question of opinion. 


Mr. BAsrorp: I would ask: How does the peoples’ expectation cause in- 
flationary trend? 


Mr. Kiucour: I should like to add one more point which I think may be 
pertinent at this time. There is not much doubt that in any country that has 
ever seen inflation there eventually comes about a widspread determination to 
avoid it. Anyone who has lived in Germany or France realizes the habits that 
inflation induces. If you generate in a large proportion of your population a 
feeling that this will not hurt them, that ther pension will go up even if wages 
outrun productivity, then, I respectfully suggest, you are creating a feeling 
that inflation is unimportant; that a person is protected against it even if his 
neighbour is not, and it would lessen considerably the determination in all parts 
of the country to join together in trying to keep a stable dollar. 

Our view would be that it would be helpful if this committee could have 
comments on this very tricky economic problem from the Bank of Canada and 
the chairman of the economic council, because these problems are clearly tied 
in with the economic future of the country and the most professional opinion 
- should be consulted. 


Mr. Basrorp: Surely the people are entitled to some expectation in a 
political democracy that when the cost of living goes up parliament would 
protect them against it. 


The CHainrMAN (Mr. Cameron): I will allow the question but I think the 
witness is expressing his opinion for the benefit of the committee and members 
of the committee may have different views. We do not want to get into an 
argument with the witness. 


Mr. BasrorD: I do not want to get into an argument, but I raised a question 
and I have not yet received an answer. 


The CHAIRMAN (Mr. Cameron): Mr. Popkin, do you want to answer the 
question? 


Mr. Hotmes: We will submit these figures to the committee. On this 
question we wish the committee to look at the figures which indicate that the 
countries which have been reported as using indexing have shown pretty high 
rates of inflation. We do not think you have really had a report on the im- 
plications of indexing in these volumes, nor an indication from economists 
of the Bank of Canada or the economic council as to how they feel on this. We 
do not expect you necessarily to accept our views. 


The CHAIRMAN (Mr. Cameron): Would it be in order to suggest we file 
this as an appendix? 
917313 
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Mr. BasrorD: Could we please have the figures in respect of consumer . 


price indices of countries that are not indexed? 


Mr. Hommes: It is the international monetary fund to which we suggest © 


you refer, your own advisers. 


Mr. Luoyp: On the question of procedure, I have no objection to hese 


figures being included. I subscribe to your observation about interjections; 
but I asked for the opportunity to ask a supplementary question. All I ask the 
witnesses to do is that when they make a general assertion they give us to 
the maximum of their capability the supporting evidence which supports 
their conclusions. I am satisfied that every member of this committee will be 
mindful of the assistance we can obtain from economic experts in the Depart- 
ment of Finance; but I think the important thing is that when each witness 
makes a general assertion he substantiates that general assertion by specific 
evidence in respect of why he draws the conclusion. 

Hon. Mr. Crotu: Mr. Chairman, I think the witness is on a little dangerous 
ground. I will give him an opportunity to correct himself if he would like to. 
I have had the opportunity of reading some of the briefs which have been filed. 
I see by looking at the brief of the Canadian Labour Congress, which has 
done some research on this matter of indexing, that they do not agree with you 
entirely. Appendix A is in great conflict with you; I think you should look at it 
and make sure. Both of you cannot be right. 

Mr. Popkin: I would like to file with the committee a booklet by a very 
eminent economist, Melchior Palyi, entitled ‘“‘A Lesson in French Inflation”. 
It is fully documented. It is the French history from 1914 to 1958 when they 
abandoned indexing. I am not suggesting their problems arose entirely from 
indexing; I am just saying that indexing has often become an accompaniment 
to problems of an inflationary nature. 


Mr. KNow Les: May I ask a supplementary question? When the witnesses 
express opposition to indexing, are they referring, so far as the Canada pension 
plan is concerned, only to increases in the pension after it is put in pay, or are 
they referring also to the escalation of the basis of the pension up to the 
time of retirement? 


Mr. Popkin: This particular discussion is mainly in respect of using the © 
consumer price index for indexing the benefits. There are other objections to 


use of indexing in this particular pension plan. 


Mr. KNoOwLES: I will put my question another way. I realize you are 
opposed to increasing the pension by the cost of living index after the pension 
is put in pay. Are you opposed to the formula under which the wage rate is 
used to upgrade the basis of the pension at the time it is computed? 


Mr. Hotmes: Yes. May I take this up? We are opposed to both. I think 
we tried to indicate in our brief to this committee that we feel the position 
of the older people should be given constant study and reports made on their 
income in relation to the income of the working force. The basic question 
we should be asking the dominion bureau of statistics is this: Are we keeping 
the incomes of our retired people at, say, 60 per cent or 50 percent of the 
incomes of the average of our working force, cutting out, let us say, very high 
incomes from that measure? This would certainly keep to the fore the prob leas 
of the old people so far as prices or wage levels, or productivity are concerned; 
and, so far as the social security plan is concerned, it would spread the ipftaces 


of increased efficiency as well as the effect of inflation right through the entire 


older population on an even basis. 


Might we also submit the basis for the figures which Mr. Popkin has_ 
given. The actual reference is the international financial statistics published by 


the international monetary fund, I think a month ago. We will submit this to 


| 


‘§ “the committee. We are quite satisfied you will not take our word for it. We 
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_ respectfully suggest that you obtain reports from the Bank of Canada, or from 


4 whoever you wish on these points. 


The CHAIRMAN (Mr. Cameron): The previous witness has filed with the 


committee a booklet entitled ‘“‘A Lesson in French Inflation’. Mr. Holmes now 


has filed international financial statistics, which is a very voluminous document. 
What is the wish of the committee in respect of these documents? 


Hon. Mr. CROLL: When we are preparing a library for reference purposes, 
these documents could be included. 


Mr. CHATTERTON: May I make a motion that a copy of each of these docu- 


ments be made available to every member of the committee? 


Xe 


Mr. KNOWLES: That will do something about inflation. 
The CHAIRMAN (Mr. Cameron): Would you undertake to give us copies? 
Mr. BERRY: I am afraid I do not know where these came from. 


Mr. KNOWLES: Might I suggest that our people study these and report 
back to us whether or not it would be advisable for us to have copies, 


Hon. Mr. CRouu: If these are a part of our library, if a member wishes to 


- examine these, he has an opportunity to do so. 


Mr. BEerRy: In respect of indexing, indexing again helps those who have 


_ the largest income. The $5,000 a year man can get $179 at age 65 from a com- 


bination of the Canada pension plan and the old age security. If the cost of 
living goes up 10 per cent, he receives another $17.90 a month. The little 


fellow on a pension of $50 gets $5 a month. This tends to compound the 
inequity. 


I think we would contend what most private employers contend; that is, 
that they must try to cope with inflation, if it comes, in the most sensible way 
they can; but they cannot write the book for 20 years ahead with an inviolate 


formula. 


The CHAIRMAN (Mr. Cameron): Mr. Gray? 

Mr. BASFORD: Mr. Chairman, I was not finished. 

The CHAIRMAN (Mr. Cameron): I am sorry. 

Mr. BASForRD: I would like to ask some questions merely to clarify my own 


) thinking. Is the purport of your brief that as of now a pension of $75 a month 
is adequate for someone at age 70? 


Mr. HOLMES: We have made no submission to that effect at all. We have 


- outlined to the committee a revision of old age security which we think would 


be more appropriate at the present time than adoption of the Canada pension 


_ plan. We have pointed out that our suggestion would cost about two thirds of 


the cost of the Canada pension plan. We have felt that the parliament of 


Canada with its adviser is in a better position than anyone else to balance on 
the one hand what are the needs of the old people as a group in Canada and 
what the working force of Canada is prepared to supply towards those needs. 
We are not in a position to form an opinion on that. 


Mr. BasrorD: As Mr. Knowles has pointed out, in paragraph 62 and on- 


ward, you make no recommendation in respect of changing the existing $75 


a month at age 70. I can only assume that your association with its great 
‘interest in the well-being of our elderly population must consider that 
Bae. 


Mr. MonteITH: Mr. Chairman, I object to this line of questioning. 


4 Mr. Gray: Do you not agree they are in favour of the old people? 


Mr. MONTEITH: Certainly; we all are in favour of the old people. 
Mr. BAsrorD: I have drawn conclusions from the recommendations and 


I want to know whether or not my conclusions are correct. 
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Mr. G. E. BRown: We have not tried to point out the amount that should 
be paid; that should be determined by the parliament of Canada. 

We were trying to point out the areas in which the old age security plan as 
we see it today was deficient. In 1950 Mr. Holmes said that we suggested at 
that time that the old age benefits should be determined and become a right 
by age, rather than by the application of a means test, as had been the case 
before. This was a great step forward. The government of Canada, in introducing 
this bill which you have before you, has said that it is administratively possible 
to determine whether an individual under the age of 70 is or is not in the labour 
market. If he is in fact retired having attained the age of 65 we say then that 
his full old age security benefits should be available to him at that time because 
we know in our experience that there are many people who in fact retire under 
the age of 70 and have sought to level out their income from the date that they 
retired through the rest of their life by integrating their pension with old age 
security. In this way they have a higher private pension from the date they 
retire to the age of 70 and a lower private pension thereafter. This as we see it 
is the first deficiency in the old age security plan at it now stands. 

The second was that it was dealing with individuals as individuals. It was 
ignoring the family. We know that it is not an abnormal situation in Canada 
to have a wife who is a year, or two years, or a few years younger than the 
husband. In such a families where the husband has retired, at that time would 
the family income from old age security is only $75 a month from the time he 
reaches 70 until the wife herself should reach the age of 70. In other words, 
here again there was a necessity of breaching the gap between the date of 
retirement and the attainment of the age of 70 of both spouses. 

We in our recommendations—and I would draw this to your attention 
again—have suggested that where the individual man retires having attained 
the age of 65, and has a wife who is also under the age of 70, but over the age 
of 60, they be allowed a family income of $125 a month until she reaches the 
age of 70 and qualifies for her $75 a month by right. 

If you decide in the parliament of Canada that this $75 should be something 
greater, than our recommendation would still stand, that the family income 
would be one and two thirds of (a); (a) being the income which you have 
determined for the individual until he is 70. That is what we have attempted 
to point out, and we have not been trying to discuss absolute amounts. We have 
been trying to make a suggestion that we felt would help to fill some of the 
deficiencies in the old age security plan as we have seen it in operation. Thank 
you. 


The CHAIRMAN (Mr. Cameron): Thank you, sir. Does that answer your 
question, Mr. Basford? 


Mr. BAsrorp: Not really. I still presume there have been recommendations 
that $75 a month is still considered by the association to be adequate. 


The CHAIRMAN (Mr. Cameron): Well, in view of what the last witness has 
said,— now, Mr. Gray. 


Mr. Gray: I would like to turn to something a little different for the mo- 
ment. At page 4, in paragraph 11, you say: 


11. Finally, the addition of the Canada pension plan to old age 
security would result in nearly one-half of the population having little 
incentive to supplement by private saving the retirement income to be 
provided by their government. This would be a large scale surrender of 
individual initiative and responsibility. 


I gather that it applies to this: if the Canada pension plan as proposed in 
the bill before us comes into effect, the incentive would not be there for one 
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half of the population to invest its savings in private insurance and pension 
schemes. Is that not basically what you are driving at? 


Mr. HoLMEs: Yes, do you want me to answer at some length? 
Mr. Gray: Do you agree? 
Mr. HotMEs: That is right. 


Mr. Gray: Perhaps you could explain the statement made by Mr. Sharpe 
in the Finnacial Times of June 4, 1964, from which I read as follows: 


Fears that the Canada pension plan will hit private pension schemes 
were discounted last week by the newly elected president of the Canadian 
Life Insurance Officers Association, Mr. H. L. Sharpe. 

He said he was confident that the national pension plan would in 
fact bring more business to the nation’s insurance companies. 

“State schemes tend to make people more pension conscious. That 
was certainly the less experience in the United States back in the 
1930’s when they launched their plan. That scheme sparked off one of 
the biggest insurance booms in American history,” said Mr. Sharpe. 

He added that the government pension plan would give people a 
basis on which to build a better income for their old age. 

‘“‘Nobody will be satisfied by the amount offered by the state scheme. 
They will want to supplement it by a private insurance plan.” 


Is that not somewhat contradictory? Perhaps it would be more fair to ask 
Mr. Sharpe to comment. 


Mr. SHARPE: I do not think it is necessarily contradictory. The reference 
relates primarily to insurance. I think the record has been that since the in- 
troduction of the social security scheme the life insurance business has boomed. 
At least this is the case in the early stages. 


Mr. Gray: Are you suggesting or are you in agreement that life insurance 
is a very important form of savings? 


Mr. SHARPE: Yes, I would agree with you. But I do not see any contra- 
diction about it. I think the introduction of a social security scheme would add 
to the sale of life insurance. I do not think it would hurt the sale of life in- 
surance. 


Mr. GrAy: It would hurt the formation of savings represented by life 
insurance, would it not? 


Mr. Kiucour: Mr. Sharpe’s views in this respect are in reference to the 
Canada pension plan. Our business is going well, but it does not affect our 
critical analysis of this bill as a pension scheme for Canadians. 


Mr. HotMeEs: I think fully to understand our position the committee should 
keep in mind three points. First, no matter what kind o fsocial security plan, 
Canada pension plan, or old age security plan that the parliament of Canada 
adopts, I think you can count on it that the life insurance business with their 
field staffs will be endeavouring to persuade individuals and businesses to make 
additional provision for old age no matter what the plan, and that we persuade 
people to do this, and frankly our services are available to them for that 
purpose. Second, as Mr. Sharpe has said, a well-designed moderate plan of 
providing pension, we agree whole-heartedly, will encourage people to make 
additional: provision. That was certainly true of old age security in Canada, 
and it has been true of old age security in the United States up to the present 
time. And third, and this is equally true experience, if the government program 
of providing a pension is too ambitious or if it is poorly designed, I can cite 
you instances of its discouraging additional family provision. In many cases 
the plan has ended it. 
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There are characteristics of the government plan which would seem to do 
this. We would cite the provision of very large benefits to many who are ina | 


position to save for themselves. We think that would happen to some extent 
here. . 
Secondly if the administration and complexity is so great that private 
industry finds it too costly to attempt anything more, and if the plan changes 
steadily so that it is very difficult for a private pension plan to integrate with 
it, and to keep on living with it because of the constantly changing benefits, 
we do say to you that all these elements give us concern. We feel these ele- 
ments are in this bill. But I think if the Canada pension plan is adopted without 
a dot or tittle of change in it, you can assume that we will be doing our very 
best to persuade people to provide for retirement at the age of 45, 50, or 55, but 
we may not be as successful. 

Last May there was an international congress of actuaries in London when 
pension problems were discussed by representatives from ten different countries, 
and I read to you a very brief sentence. 

Mr. Gray: This is all very interesting, but what has it to do with my 
question? 

Mr. CHATTERTON: Let us hear it. 

Mr. HotmeEs: I think it does. We have to persuade people to buy life in- 
surance and annuities, and we have also to tell you honestly whether the 
particular proposal is helpful or hindering to us. 

Mr. Gray: Again I would draw Mr. Sharpe’s attention to this article in the 
Financial Times. He could have been misquoted, but he seems to be referring 
specifically in the text to the Canada pension plan. 

It seems to me to be a contradiction in terms for you on the one hand 
to say that the Canada pension plan will reduce the incentive to save and, on 


the other hand to say there will be a lot more insurance, which is a form of. 


saving. 

Mr. CHATTERTON: Mr. Holmes was going to read from the report. 

Mr. AIKEN: Just because Mr. Gray does not like the answer that is surely 
no reason to stop it. 

The CHAIRMAN: (Mr. Cameron): Mr. Holmes wanted to quote. 

Mr. HotmeEs: That is right. 


Mr. Sharp of London, England, summarizes the situation from this point 
of view. He was talking about papers on the public pension plans of ten 
countries: Canada, France, Denmark, Germany, Great Britain, Netherlands, 
Norway, Sweden, Switzerland and the United States. They fall into three main 
groups, he said; those in which the state has taken over the greater part of the 
pension provisions, either directly or indirectly, Denmark, Germany, Norway 
and Sweden—and I think you can add Belgium to those; those where the indi- 
vidual employer still plays an important part, Canada, Great Britain, Switzer- 
land and the United States; and France and Holland, where industry-wide 
schemes have been agreed between employers and unions. We do know of 
cases where the private pension business has been helped, but we know of 
other cases where the government has completely taken over the provision of 
pensions. 


Mr. GRAY: What you have just said is only relevant in comparable schemes, 


is it not, and is not the scheme most comparable to this the United States social i 


security system? 


Mr. HOLMES: We have suggested to you that we are going beyond the levels : 


of United States social security scheme. 
Mr. Gray: Yes, but I am speaking of the general structure. 
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‘Mr. Houmes: I would have thought the proposal was closest to Sweden, 
. eit perhaps I am wrong. 


+ Mr. Gray: Would you say the United States social security system admin- 
istration is more complex than that which is proposed for this system? I am 
sorry, I should put it the other way around. Do you suggest the proposed 
system of administration for the Canada pension plan is more complex than 
_ the administration for the United States social security system? 


, Mr. Hotmes: This is something we felt we could not very well benefit 
4 from. I have read the evidence on this. You did receive an answer from the 
_ department of revenue there indicating, I think, that they did not have the 
problem that is involved in the administration here. Perhaps I am wrong. I 
cannot compare the complexity of the two. I can see that the administration 
of this plan will be quite complex. 


Mr. Gray: The reason I ask is that it is my understanding that the United 
States social security system calls for administration that is certainly more 
complex than our existing old age security system. 


Mr. HOLMEs: Yes, for the old age security system that is so, without ques- 
tion. Your cost figures show this. Our old age security system is one of the 
most efficient and inexpensive ways of providing old age security in the world. 
Dr. Willard showed one figure. He showed the figure of one quarter per cent 
of the contribution, and another higher estimate was given by Dr. Clark who 
_ said it may be two fifths per cent. This plan is 2.8 per cent of the contributions. 


Mr. Gray: I gather that the relatively more complex—that is, more com- 
plex than the old age security—approach of the United States social security 
system has not hampered the increase of savings through insurance. That is 
right, is it not? 

Mr. HotmMeEs: The insurance has grown. When the old age security system 
was put into effect in 1935 there was very little provision for pensions. Insur- 
ance has grown up in the United States, encouraged by social security. Of 
- course, there is no indexing in the United States social security. There have 
not been continual changes. 


Hl Mr. CHATTERTON: Some of us—I for one—anticipating that we would 
close by 4.30 or 5.00 have made other plans. 


ei The CHAIRMAN (Mr. Cameron): That is a matter I was going to bring up 
_ when Mr. Gray had finished his questions. 


M Mr. GrAyY: I would like to have the right to finish. I do not intend to take 
any longer than other members have taken. 


> Mr. Cott: May I ask a supplementary question? 
The CHAIRMAN (Mr. Cameron): Mr. Gray has not yet finished. 


i, Mr. Gray: You referred a moment ago to indexing. I am just curious 
whether or not indexing, being somehow a possible psychological spur to 
_ inflation, means that your association regards it as an appropriate anti-infla- 
_ tionary measure to hold down the income of retired aged people. 


m Mr. HoLmeEs: Do you wish me to answer? 
A Mr. Gray: Yes. 


Mr. HoLMEs: No, I thought I made it clear that this did not enter into the 
< picture at all. We do favour a continual and steady study of the incomes of 
_ old people in the light of inflation, of the growth in productivity, and also in 
the light of what they have been able to do for themselves, setting the levels 
in the light of those facts. I think our reasons for recommending against 
indexing are three in number. We do think it is tied in with inflation. We do 
_ think it complicates the plan and makes it difficult for private plans to live 
- with it. We do think it is tied in with the fact that parliament 20 years from 


676 JOINT COMMITTEE 


- now will have to increase the tax without at the same time declaring an 
increase in benefits. All three of those things about the plan we think are 
bad. 


Mr. Gray: I do not know if this question was asked in this way. You 
produced for us a series of what I might call parallel facts, countries’ rates of 
inflation and countries which also have indexing. What percentage of the 
inflationary situation in each of these countries to which you have referred 
would you suggest is linked directly with the index? 

Mr. HotmeEs: We can make no comment on that point. On that point we 
think your best advice would come from your own economists and the Bank 
of Canada. We are just calling your attention to two facts side by side and our 
feeling that it does add to the inflationary problem. 

Mr. Gray: It is just your feeling? 

Mr. HoLMEs: It is our judgment; let us put it that way. 

Mr. Gray: You cannot present to us any statistical information? 

Mr. AIKEN: He did. 


Mr. COTE (Longueuil): May I ask a supplementary question? 
The CHAIRMAN (Mr. Cameron): Mr. Coté. 


Mr. Cote (Longueuil): Mr. Holmes said they might have been in favour 
of the plan if it had not been so complicated, or something to that effect. Did 


you say that before? Did you say that after commenting on Mr. Sharpe’s 
statement? 


Mr. Hotmes: What I said was that a plan which was very complicated 
made it more difficult for businesses to supply supplementary pensions. 


Mr. FrRANciIs: That is a fair statement. 


Mr. Gray: I want to ask one last question if I may. On page 24 of your 
brief there is a series of criticisms of the economic report. I would like to 
draw your attention to criticism (c) in which you say that the report does 
not discuss the effect of the reduction on Canada’s ability to repatriate owner- 
ship of foreign-owned enterprises. 

You say: 


Funds for this purpose originate mainly through the accumulation 
of personal savings rather than from business saving or from govern- 
ments. 


It is not a fact that the funds of the companies you represent have been 
steadily increasing at the same time as the rate of foreign ownership of in- 
dustry in this country has been increasing? 


Mr. HoLmes: Yes. There is no relation between these two things. I can 
assure you, Mr. Chairman, that all assets and all increases in assets of the 


life insurance companies have been invested in Canada. I do not really see 
the relationship. 


Mr. Gray: Maybe it is something like the relationship between the index- 
ing and the inflation! 

Mr. Kitcour: I can comment on that. I can say that $600 million a year 
will be taken out of the income of Canadians. Some portion of that—and none 
of us can with accuracy say what—would have been invested in Canadian 
enterprise. One can argue and debate whether a tenth or a third or a quarter 
would have been invested in Canadian enterprise, but certainly a new tax load 


of $600 million a year is going to increase by some degree the amount of 
money people are saving. 


Hon. Mr. Crouu: It is 3.4 per cent. What does it amount to in total? 
Mr. Krugour: It amounts to $600 million a year. 
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Hon. Mr. Crouu: The total percentage of the total invested? 


Mr. HoutmeEs: It is reported as 22 per cent of the personal savings, and 
what we are pointing out to you is that the personal savings, rather than 
business savings, are the main source you must look to toward repatriation 
of outside enterprise. Business saving, for instance, within foreign-owned 
enterprise in Canada simply increases the foreign investment in Canada, I 
would say. 


Mr. Gray: If I may return to my point, let me first of all ask what per- 
centage of the assets of insurance companies in Canada are presently invested 
in Canadian equity stocks? 

Mr. Houtmes: In the neighbourhood of 5 per cent, I believe. I think, 
though, we should supply you with the total percentages, and I do not have 
them here. We can supply them to you. There is a very large additional 
investment in industry in Canada in the form of debentures. The truth is 
that it is difficult to obtain equities in Canada which are eligible under the 
Canadian and British Insurance Companies Act. I think the common ex- 
perience has been that the few, shall we say, subsidiaries that have put 
stock on the market in the last year or so have ben oversubscribed to quite 
a considerable extent by the Canadian life insurance companies, and we 
have only received a small part of what we have applied for. Another major 
area in which our money is invested is in houses. Nearly half of company 
assets in Canada is invested in houses in Canada. And, if we invest in houses 
we have not the money to invest in equities. 


Mr. MontEITH: Mr. Chairman, this is a new subject; do you not think 
we should discuss adjournment? 


Mr. Gray: Mr. Chairman, I will be only a few minutes. 

Mr. MONTEITH: You can wait with the rest of us. 

Mr. Gray: Then I will reserve my right to put questions when we resume. 

The CHAIRMAN (Mr. Cameron): Your right is reserved. 

Mr. Nix, who also is associated with this group, I believe, has something 
to say. 

Mr. R. A. Nix (Actuary, The Canadian Life Insurance Officers Associa- 
tion): Mr. Chairman, I spoke with Mr. Munro and requested permission merely 
to file my brief. 

The CHAIRMAN (Mr. Cameron): Then we will have Mr. Thompson and 
your group come back later on this evening. 

We do have a free morning tomorrow. We anticipated a delegation coming 
but they will not be here. 


Mr. Tuck: Mr. Chairman, we are in your hands. We would prefer to 


come this evening. 


The CHAIRMAN (Mr. Cameron): I think, in fairness to Mr. Thompson, who 
was scheduled, we should hear him first. But, I think we will have a con- 
siderable portion of time in which to proceed with your group, and if we do 
not finish by a reasonable time tonight perhaps you could come back tomorrow 
morning at 10 o’clock. Would that be agreeable? 

Mr. Tuck: Yes, but I had hoped we could get on this evening. 


Mr. Munro: Will the Canadian Life Insurance Officers Association be 
coming back tonight? 


The CHAIRMAN (Mr. Cameron): Yes, along with Mr. Thompson. 


Mr. MonteitH: Mr. Chairman, was it not your suggestion that we hear 
Mr. Thompson at 8 o’clock and then the Canadian Life Insurance Officers 
Association? 


The CHAIRMAN (Mr. Cameron): Yes. 
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EVENING SITTING 
TUESDAY January 12, 1965 


The CHAIRMAN (Hon. Mrs. Fergusson): Mrs. Rideout and gentlemen, we 
have a quorum and we will start our meeting now. 

Our schedule of witnesses provides for the hearing of Mr. Thompson. 
He comes from Toronto. He has been retired for three years, but before his 
retirement and for many years as vice-president and treasurer he has been 
closely associated with one of Canada’s largest life insurance companies. He 
will speak tonight as a private individual, but this background gives him 
special knowledge on the subject. | 

Mr. Thompson, you may know of the procedure that we are following in 
this committee that when briefs and material such as yours are submitted, 
they are circulated to all the members of the committee who then have an 
opportunity to read them. For this reason it is not considered necessary for 
the witness to read his brief. The witness is merely asked to give a summary 
of what is in his brief, to bring out the special points, and then be prepared 
to answer questions by the committee on the statements made. 

Perhaps I should say that this material which has been submitted by Mr. 
Thompson has been sent around. The steering committee recommended that 
it should be incorporated in the minutes of today’s meeting. Is that agreeable to 
everyone? I believe it is agreed. 


Mr. Thompson, will you present your brief? 


Mr. S. M. THompson: Madam Chairman, Mrs. Rideout and gentlemen, 
as events keep cropping up so fast you may probably find that my presentation 
practically contains last night’s paper. Fifteen minutes ago, as I dictated to 
my wife the last part of this brief, she exhaustedly said, ‘‘Well, that is that’’. 
It may therefore sound a little bit disordered, but it is documented as well 
as I could do it. 

Madam Chairman, while it is true that until my retirement three years 
ago I had been the chief financial officer, that was my career. I want to 
identify myself. I believe my credentials entitle me to speak for the man in 
overalls and blue shirt. My father was a school teacher in Millbank, Perth 
county. I grew up in a rural environment. From the age of six all my holidays 
were spent on a farm. By the age of 15 I was fairly competent in farming. 
At the age of 16 I worked for hire for strangers. In 1920, after the war, and 
with nostalgic memories of many men and friends, I picked up my blanket 
and my grub and embarked on this old colonists’ car. I went on one of those 
famous annual harvester’s excursions to the west. 

I think it is pertinent at this point to remark that some of the finest 
labouring men in Canada were on those trains. I had two buddies: One was from 
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Quebec. He worked in a shoe factory, and he went west for six weeks—it was — 


a $10 return ticket to Winnipeg and half a cent a mile thereafter. He left his 
job, which paid him $3.50 a day, for six weeks. The going wages of a competent 
farm labourer at this time were $6.50 less keep. He did not aspire to become 
an entrepreneur, but he was a very solid citizen. My other pal was a farmer 
——-many of these boys were farmers. This chap came from the clay belt. He was 
a three seasonal type: In the winter he cut pulpwood, in the short season 
which they have in the clay belt he farmed, and then he boarded the train 
and made these wages. He established himself as a small farmer and steadily 


plowed that money into his business. That is why, ten years later, we lived in 


pe about half a mile from the great railway marshalling yards at Dundas > 
street. 
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t Those boys were criss-crossing this country, seeking work which was not 
obtainable. They would live in those yards because we were one mile distant 
from the railway police who were there to meet them. In those days these 
people would understandably shunt from spot to spot because the railroads 
were full, the bivouacs under the railway bridges were full, and many of these 
people came into our house. I always sat down and talked to them. I identified 
_ myself with them because you are dealing here with human material. Gradually 
they became more and more desperate. That is why I say I identified myself 
- with the overall and blue shirt people. 
q I think my credentials are satisfactory from the age of six to the age of 23. 
| I also had a very short sojourn in the war in France, but there my buddies 
_ were tinsmiths, boilermakers, and so on, because I was what is called collo- 
— quially a mutineer. 
‘ The first thing I want to do is to read you the first page of a letter to 
Mr. Guitard. This letter is dated December the 18. The first and basic submis- 
sion was sent on the 28th. You had 45 days. I worked Mr. Edison’s hours be- 
cause, after having spent eight solid weeks last summer on the first actuarial 
- report, this one cost us phenomenal work. Later events also caught up with me. 

Further to my submission to this committee, and in support of cer- 
tain of my assertions therein, I am forwarding under separate cover 
certain documents or exhibits plus certain material in this letter, which 
I am duplicating, and 36 copies of it are also going forward under sep- 
arate cover. 

At the outset I must reemphasize that in my submission I speak 
as a private citizen—I repeat as a private citizen and independent of 
any connection with the life insurance business—that the brief was 
prepared without their help and the contents unkown to them—until 
it was in your hands. 

However, I have spent 38 years in the employ of a fine life insurance 
if company, the second largest Canadian life insurance company, for which 
; I always have had, and will always continue to have, a deep affection. 
‘ However, a few years ago Canadian Life Insurance Companies 
‘i petitioned, and my company was opposed to it, the only Canadian 
; company that was opposed to it, for an extension of their powers to 
enter the field previously rightly reserved to the trust companies, and 
a in so doing asked and received the right to issue variable annuities and 
4 administer “segregated” funds—both being “inflation hedged savings” 
formula benefits. 

As in the case of Mr. Eckart of the Metropolitan Life who lost to 

the then President Shanks of the Prudential Life, my president lost to 
| the others, and he had the very weighty and awesome responsibility 
: because he sought, as I did, to decide what we would do in the face 
of the competitive positions that existed within our business. He decided 
that it was competitively necessary for our agents’ arsenal to have this 
sinister ‘‘missile’’ in their kit, so sorrowfully and at the cost of a life- 
long friendship we parted. 
i I think I have made my point that I am independent. 
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3 I will further enlarge on this. This is why I left. It is typical of many 
hundreds of letters I have had and of thousands of discussions. 

iq This letter is from Doctor V. Johnson, who is a neighbour of mine. His 
_ position is executive director of the College of General Practice of Canada. 


I have your enclosure on the Canada pension plan and I hardly 
Ma know what to say about it. You state that our organization is staffed 
4 with career men and women who work in the money field. 
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I might say at this point that this is promotional material on my part 
because each one of these that I sent out—not having had any support, I might 
say, from the financial papers and the radio, in fact obstruction in certain 
instances—I said “It costs you a dollar. If you are with me, circulate this 
among your colleagues, among your staff and your clients.” I sent it to this 
chap. He is in the educational business. 


This is not quite 100 per cent true. We use money to live on, but 
that is about all. This organization is 100 per cent educational, and we 
leave medical economics to the parent body of the Canadian Medical 
Association. When you talk about inflation and the cause of it you are 
in a field which confuses me. As we get older and I hope more mature 
we think we acquire a lot more wisdom about most things, but this, 
as far as I am concerned, does not apply to money and how it is 
controlled. When we consult bankers we find that even they do not 
agree, but I will agree with you that inflation is a very serious matter. 

Here I would like to say without criticizims anybody that I have 
felt that insurance companies have cheated me out of a lot of money 
over the last 30 years. 

I wasn’t able to set aside much money annually when I was prac- 
tising, but what I did set aside I put in life insurance and look how 
it has been devalued. It is one of the poorest places you could invest 
money. You can imagine how that hits me. I was the fellow who was 
supposed to earn the interest rate. The insurance company allowed 
nothing for inflation. Of course, you cannot tell if there is going to be 
inflation or not, but they could have made allowance in their premiums 
if they wanted to. 


God forbid. He is right. 


But they did not so. One man standing up and roaring about 1955 
could have stopped this thing. It is stopped today, as you will know, 
because of the price of sterling. 


Do you know what inflation means to me? It means a story of a man 
who had recently been discharged from the Imperial army—this was back 
in 1920. His pockets were full of money. He was restless. He and a pal 
went to Austria, Germany and France and lived it up—wine, women and 
song. The women were not the tarts of Piccadilly; they could have been your 
wife or your daughter. After they had sold all their things that were market- 
able they had only one more commodity to market. That is what inflation is. 

I want to read this piece. 

Bill No. C-136, which has had its second reading, is the legislation which 
will implement the third and final version of the Canada pension plan, which 
version is fundamentally different in character and detail from the first 
version which was a pay as you go plan. The first version, during the tran- 
sitory period of ten years, accumulated a relatively small contingency fund; 
the present version, together with the Quebec plan, will build up during the 
transitory period—10 years—a gigantic and almost incomprehensible fund, 
of $73 billion, all in the hands of the provinces, their municipalities and their 
bureaucracies. 

It is not too far short of being one half of the total net debt of the 
government of Canada in 100 years of existence, including two world wars. 
That is the amount of money you will put in the hands of the provinces, 
bureaucracies, and municipalities. 

Because these plans are compulsory on all employees, company president 
and office boy alike and their employer, with individuals and company 
equally liable under the law for non-compliance, the political, social, and 
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economic implications stagger my imagination. Having voluntarily renounced 
a happy corporation association because of the inflationary aspects of this 
latest plan or plans, I am deadly in earnest in telling you that if I still had 
employee status, that I would find a legal method of preventing my company 
from making an obligatory deduction from any salary in defiance of this 
monstruous interference in my private rights as a citizen. If this be treason, 
then I salute George Washington! 

In this last legal court of appeal, and I am glad to have this opportunity 
to appear in this chamber, an opportunity denied one James Coyne, but 
granted by the upper house—I salute the Senate—I speak for all Canadians, 
for all ethnic groups, in warning them not to permit this gamble. 

Since England lost the 13 colonies, there were dreams of a nation. For, 
over 100 years ago men dreamed dreams, and then the founding fathers 
took a fantastic financial gamble to achieve the birth of a nation, by pledging 
their word, that in some fashion two shiny bands of steel would link two 
oceans. A handful of provinces, each at times with its own currency, or other 
approved currencies, Mexican silver dollars—the lot—their own postage but 
with some common custom agreements, undertook the gamble. 

Today, in terms of money, this is the biggest financial gamble since con- 
federation—$74 billion is close to one half the net debt of the nation, after 
two world wars! And to what end—social security. 

I would like to tell you what social security means to me. Right now 
there are three competitors in an olympic race—the United Kingdom, the 
United States and Canada; they all are in sort of an olympic race. Our friends 
to the south have given up temporarily. Our social operations are so far ahead 
of them, but we are dead even with the sterling people. If you pass this, we 
have won the thing; we will get a gold medal out of it; but you should see the 
bronze medal which has two sides; the other side of it has blood on it. The 
front side is as shiny as is our pride in our demonstrable concern for the 
unfortunates in our midst. But, the reverse is ominously dark. It even has 
some blood on it—that of a member of my family, a dedicated social worker 
in the field of retarded children. Many a night, because of a pregnant child 
of 12 to 16 years of age, she visited the homes. In too many cases, she found 
a home completely devoid of concern, in some the out and out ignorant but 
sly exploiters, living high on welfare agencies, unemployment insurance, and 
of low mentality, breeding like rabbits. She cracked, as do many in this 
business—at the complete futility of it all. 

In the outports of the Newfoundland coast, they tell me that during the 
fishing season and while the fish are still running, the young men crewing 
with their fathers, knock off and stay ashore, to the utter bewilderment of the 
older men. So the youth explains this crazy “I’m allright Jack” world. He says: 
“Don’t be stupid, dad. I’ve had it for this year. From now on the government 
cuts in. This way I make more money moonlighting—unemployment insurance, 
and who around here is going to inform—and they—the government—have 
a billion dollars. Get hep, I’m ahead, and you better be too. We don’t like 
scabs and blacklegs in this village queering the pitch’. So the old man stays 
ashore, spends more time with his elderly friends and his rum bottle, snarls 
at his wife who having no binding ties to this new and unaccustomed “‘hell’’, 
goes to St. John’s where domestic help is scarce. The old man is unsalvageable, 
but the boy too finds life too boring so he goes to St. John’s or more likely 
to the big lights in Montreal, and finds ample scope for his idle time in the 
many avenues open to him—narcotics, petty thieving which progressively be- 
comes less petty—so the department of health and welfare, provincial and 
federal have a whole multiplicity of new cases and more and more costly 
financing to do. 
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But I was and am a staunch supporter of unemployment insurance. ; 
I am thinking of these boys travelling on the tops of those cars. I identified 
myself with them. 
Dr. Victor Johnston, who devotes a large part of his effort to youth de- 
linquency says the youth of today is fundamentally as good as it ever was. 
So I asked, why so much hooliganism, senseless beating up of old people, 
crazy “chicken” daring car driving, and a 10 per cent increase in Metro’s auto 
fatalities in 1964, narcotic addiction in teenagers, marijuana in the high 
schools, pregnancy of highschool girls—well, I think it goes back to birth. The 
- squalling new born and the oldster demand one thing in common through 
life. Recognition. Failing it at home—a good home so-called, because father 
is too busy in the rat race of business, mother too socially preoccupied, junior 
as I did, goes to the poolroom. Affluent parents add fuel to the situation with 
overlarge allowances. There you have it. Impress the gang. Demand attention 
by becoming antisocial, if necessary. We did it ourselves. We were going to 
paint all the streets red, and then something inside us, which is a conscience, 
said we are hurting Bill White and the rest of them. The only distinction 
between you and I and an ape is a thing called conscience, and the church 
calls it the Holy Ghost. 
So we have the other side. My neighbour in contrast, is an understanding 
colonel. His junior, aged 15, wants to get a car. Dad says O.K. Mother says 
her car needs a new clutch. So that summer I see that my neighbours are 
quite absorbed and they get the car running in the driveway because, un- 
consciously, he and they have a new aim in life, to drive a car as it were as 
if they were masterbuilders and that they were going to be triple “A” drivers, 
The other day he was walking on air, getting his driver’s test, and as I came 
up in the taxi, I got a rundown on the magnificent things the automobile does 
for these youths, how they can cut driving casualities on the road, and about 
all the things that these people accomplish who are dealing with delinquent 
children. It costs you nothing in this upside down society. We pass collectively 
this personal basic principle along to somebody else. That should give a good 
chance to the Y.M.C.A., which played a big part in my life, really to function. 
Simply to lavish the expenditure of money on social services is merely 
collectively to pass along your guilt to some individual area. Early one morning 
after a two hour bull session with my daughter, who is an expert on home 
behavior, I was terribly distressed. Why should the Mafia who were of no 
account in Sicily at all, and who were shining shoes before the Volstead act 
in the United States, get their tentacles in to the point of eight years, and sud- 
denly it came to me that I was responsible. I had seen it and not recognized 
it away back in 1930. 
I travelled in 1930 all through the United States, when the sole and only ~ 
subject of social intercourse was the bootlegger. But each night, along the Erie | 
and Ontario shores on the Canadian side our customs officers perfectly legally 
cleared immense cargoes of whisky to such unlikely destinations as Cuba, 
the Far East, and South America. But now there is such a thing as an area 
of dominion-provincial regulations. Let us enact a law whereby you cannot ~ 
have a craft unless it be seaworthy. Why not put a little bit of common sense 
into it. We were dealing with a friendly country which almost brought them im 
to the brink of ruin, because I knew Chicago at that time. But now, how many _ 
_ years ago was it? Thirty, and last year was 1964, making it 34 years ago. The © 
thing has come home to roost. In the year of Canada’s humiliation, namely, 4 
1964, in December thereof, the Mafia was in charge or close to it. Unless the “4 
next man in this country cleans out the Augean stables of Canadian politics, oa 
the two major parties of this country, there is no hope left for democracy. — 
Many people have laughed when I said this. I might have been caught in the — 
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aa cross fire of machine guns on LaSalle Avenue, but mostly they operate on 


4 the south side. Do not laugh at them. 


%. 
i 


I remember when they had those big funerals. I have seen them. There 
would be the boys with the striped pants and the top hats linking arms with © 


_ the local politicians and elected judges. Who were they following? A man who 


was shot three days before by their very own henchmen. You know what was 


- said three or four nights ago by the R.C.M.P., that you might very well end up 


at the bottom of the river. Do not laugh at this. This is serious. It has a hell of 
a lot to do with the pension fund and with social security. Now I want to read 
you two letters. 


The CHAIRMAN (Hon. Mrs. Fergusson): This is all very interesting, and 
I am sure we have learned a great deal from your presentation, but do you not 
think that you are straying from the subject referred to this committee? 

Mr. THompson: Thank you. On the other hand I am not straying. I am 
talking about the Holy Grail of social security upon which you have advocated 
the passage of this bill. You can invoke closure on me, but I suggest that you 
first take a poll. 


The CHAIRMAN (Hon. Mrs. Fergusson): No, I do not think it is necessary. 


- You may continue. 


Mr. THompson: I have exactly 25 minutes and I shall disappear from here 
forever, but I shall be working with my friends outside. Do I have my day 
in court or not? 


The CHAIRMAN (Hon. Mrs. Fergusson): Oh, yes, certainly. 


Mr. THOMPSON: Because if not, I shall come to the pertinent point. But I 
would like to finish in order. I have put in dozens of hours in preparation. 


The CHAIRMAN (Hon, Mrs. Fergusson): We realize that you have worked 


‘ very hard on this. 


Mr. THOMPSON: I have read myself out of this business in the three most 
glorious years in the business, and I have fought for this country at 17 years of 
age. Do I have my day in court, such as was denied to my friend Jimmie Coyne? 

The CHAIRMAN (Hon. Mrs. Fergusson): I did not intend to stop you, I just 
thought you were straying a little from the point. But you may continue. 

Mr. THompson: I speak as a prisoner in the dock and as my own lawyer, 
but if necessary I shall bow to you. But I think it would be a fatal mistake 
if you stopped me. 


The CHAIRMAN (Hon. Mrs. Fergusson): I have told you what I thought. 
You may continue. 

Mr. THompson: Thank you. This is from a very old friend. It says: Thank 
you for sending me a copy of your pension scheme. It took me two or three 


readings to digest it. My congratulations to you on your efforts. It is indeed 


concise, interesting, informative and extremely well thought out. It is written 
by an F.S.A. It outlines the facts I have never heard of before. This government 
of ours works in wondrous ways, whether it be for the benefit of the taxpayer 
or otherwise; but the ultimate result is the same, in our having to pay for the 
astounding results eventually. With all apologies to the younger generation I 
think it will take some planning to put it into workable shape if ever. The 
question is: Will it work: If this Canada pension plan comes into effect, I 
guess it will be a case of going along with it on its careless way. 

This is a letter from my old employer, one of the victims of the governor 


of the Bank of Canada’s handling of inflation control between the years 1947 


and 1951. I think it is pertinent. It reads as follows: 


I have been taking your “Pension Cake” out of the cupboard at 
intervals and looking it over, peeking at the filling between the layers 
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and admiring the skill with which it is turned out—and it gives me a 
queer feeling of remote unreality about the whole problem—of course 
I am not in any danger of being ‘over-pensioned’ what to do with my 
income is as simple as taking it in and paying it out, so I could be out 
there on a private satellite I am so detached! 

But what of Billie and her husband and their three children—is 
something being set up with such evident determination by all those 
people who “knew not Joseph” down there at Ottawa, which will be a 
delusion and a snare? Miss LaMarsh looked so pleased at all the others 
admiring the baby in today’s cartoon in the Globe and Mail! Even little 
pigs are so cute looking when they are young—and they make it 
possible for some people to live high on the hog—later—(thinking 
of those cases you cite—and you getting $720 per annum for the next 
37 years, assuming that you live to be 100—and you know better 
than most people that hardly anyone dies at 100—so goodness knows 
how much longer you go—and all at a cost of $480!) 


I would like now to read about the great debate. This bears an imprint in 
Hebrew of the famous Bank of Israel. It is not a public document except for 
those who attended the Tokyo meeting. I think you will find it in Mr. Ras- 
minsky’s office and in the office of the Minister of Finance. This document 
records the greatest debate in all history in the financial world, because never — 
before have we debated the question whether inflation is commensurate— — 
whether group inflation is compatible with sustained economic growth. It is 
57 pages long and I have no intention to inflict it on you. I would not think of it. 


I want to give you the highlights of this debate. For the affirmative there were 


some of the greatest people in the world, supposedly. There was Douglas Dillon © 
for the affirmative. The man who is the head of the World Bank, the head of | 
the IFC, the head of the other associated one—the tops as it were—supported — 
him. I think I can remember those who were on the other side. Opposed to 
them were the common market people. There was Pierre Schweizer for one; 
the head of the Bank of France opposed. With that Gallic clarity of thought 
he demolished the argument. It went on and on, and while that was going on— 
just think of the context in which this was proceeding—the plaintiffs had lost 
$8 billion the year before in money taken out of the United States. That is what 
Dillon stood for. This was what I cali total irresponsibility in handling of fiscal 
policy with great inflation at home and causing the greatest embarrassment in 
the world community. So this was number one. 

Canada did not participate in this debate because, whatever you say about 
the United States, we are two and a half times as profitable, so it was just 
too much to put them on. 

This meeting took place in September. In August there was a gradual run 
developing on sterling, so the International Monetary Fund put up $13 billion. 
It kept on going smartly all this time. I must say there were a couple of other 
poor people speaking on both sides, the poor people who wanted a stable dollar 
so their bills of lading could be honoured. They were afraid of being swindled. 
Then you had the same countries saying “for goodness sake don’t cut us off 
from government aid.” 

The prime mover of this thing, Dillon, just put in a little bit of blackmail — 
right off the bat. He said, ‘Don’t worry about the United States; we can stop ; 
this business”—what do you call it when you are short foreign-wise? 

Hon. Mr. CrouL: Balance of payments. 


Mr. THomMPSON: Yes, the balance of payments; thank you very much. You ~ 
know, I am getting just a little weary after all this heavy going. 4 
Anyway, these fellows made a motion, as it were, and they said, “Now, 4 
you fellows who insist on having this chronic balance’—I am talking, you : 
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now, ae fhe good thines. balanced budeete pide top goodness te don’t 
top the progress of the world, just feed this back to us.” Who are they saying 
this to? They are saying it to the commonwealth countries who, first of all, 
have set an example to the world in regard to expansion of trade; and. secondly, 


_ the Marshall plan was available saying, “For goodness sake give us a sound 
_ mark. Help us to get a sound mark.” These are the renegades. Whenever you 
are in trouble and your conscience hurts you, look around for a goat. Sure 
enough, Punch has a great cartoon of the poor little fellow down there, the 


culprit, and here, of course, de Gaulle and the others as if they are sinners. 


Can you pervert truth to that degree? That is enough of that. : 
JI want to read some correspondence with the Prime Minister. This first 
letter is written on February 23 to the hon. Lester Bowles Pearson. I quote: 


Prior to retirement, I was Vice-President and Treasurer of the 
Manufacturers Life Insurance Company— 


Mr. Munro: Madam Chairman, may I interrupt? I do not mean any dis- 
respect to Mr. Thompson at all but I think it was clearly set out in the letters 
_ from the clerk to all those wishing to present briefs that we should have their 
_ briefs and all their submissions. I am sure we have all read what Mr. Thomp- 
son had to say, and it is all going to be in the record. On that basis, we asked 
all the witnesses if they would be kind enough just to summarize their remarks 
in order that the committee would have an opportunity to ask questions. 
Even a brief the size of the brief of the Canadian Life Insurance Officers’ 
_ Association earlier on today was presented without taking much time, and 
they were good enough to make themselves available to answer the com- 
- mittee’s questions. They did not take nearly as long to present their brief—and 
they are a whole association—as this witness is taking to present his. 


Mr. THOMPSON: I am just covering their ground, of course! 


i Mr. Munro: I mean no disrespect whatsoever to Mr. Thompson, but I 
_ think he should have to subject himself to the rules by which all the others 
_ have indicated their willingness to abide. 


Hon. Mr. Crotu: Mr. Thompson said a few moments ago that he would 
_ take 20 minutes. He said he would be finished at nine o’clock. I think we ought 
to listen to his presentation until nine o’clock. 
Mr. THOMPSON: Yes, and I can write my recommendations. 
Now I will speed up and continue to read from the letter to the Rt. Hon. 
Lester Bowles Pearson: 

In the press of February 21 you are reported to have “told the 
house that only about 30 per cent of Canadians enjoyed the benefits of 
private pension plans’, although in August 1962 the Canadian Life 
Insurance Officers’ Association stated that at that time, 2 million Canadian 


employees were so covered which, related to Canada’s current hee 


force of 4,650,000 indicates a 43 per cent coverage. 

You are further quoted as saying: ‘‘The urgent social need euveLs 
is to provide for the other 70 per cent, to provide in a responsible way 
for the 70 per cent who are not now covered”. 

Be: Facts contradict this statement as set out in my analysis of the 
i Canada pension plan sent to you, your Minister of Finance and your 
h Minister of Commerce, under the caption ‘‘Pension Cake’’. 

As stated therein, there has been an immense improvement in the 
lot of the helpless aged since 1952, the date of the passage of our present 
old age security legislation. 
ee) 21731—4 


they have all suffered in two wars more than any of us. There has not been 
_a bomb dropped on this continent yet that I know of. These people have gone 
_ through two inflations. The German fellow had pleaded with Mr. McCloy when © 
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Prior to that date, one out of every two persons aged 70 or more 
required and received “means-tested” government assistance—the bitter © 
fruits of inflation. 


Which again was due to our own Bank of Canada’s governor at that time not 
being apt enough at his job. , 

‘But thanks to OAS and benefits by “right” in increasing amounts, 
by 1962 less than one out of ten needed additional assistance in this age 
group. Today with benefits at the $75 monthly level, presumably this 
ratio has shrunken still further. Having in mind that there will always 
be needed some special assistance for the more unfortunate, nevertheless 
I am sure that most would now agree that OAS is now fulfilling its 1952 
stated objective, viz. to place such a floor under private savings, that 
they together with OAS would give the most adequate security for the 
greatest possible number of Canadians. 


To show how apt this statement is, you heard Mr. Holmes this afternoon say 
that life insurance companies did support the old age security scheme, and 
they did on the basis of this pledge; it was never designed to say that so much 
a month was adequate. It was a case of so much plus private savings would 
give the greatest benefit to the greatest number of people. 


Already old age security in Canada gives greater dollar benefits on ~— 
the average than does social security in the U.S.A. By “right” all persons 
in Canada aged 70 or more, receive $75 per month as pension for life, ) 
and in the case of husband and wife both qualifying, $150—while in the 
U.S.A. $68 and $102 respectively, but means-tested at ages 65 and 72 at 
which latter age payments become a matter of “right”. These were the 
average payments under SS in 1962. 

In my submission to the royal commission on taxation, I drew ~ 
attention to the fact that the proposed “‘contributions” under the Canada — 
pension plan were taxes, taxes on the work force and employers in favour — 
of pensioners. I estimated that CPP would immediately increase such 4 
taxes by 4 billion dollars annually. q 

But currently all such welfare taxes paid in Canada take 13 per cent | 
of disposable income as against 7 per cent in the U.S.A. Therefore, in 
this segment of taxes, our costs are nearly double those of the U.S.A., 
a very sobering thought for a country vitally dependent on foreign 
trade—and in an exceedingly vulnerable position on “balance of pay- 
ments”. 

The Canada pension plan is fraught with great danger. I therefore 
plead with you to show the high degree of statesmanship which won 
world wide recognition, by holding public hearings on this subject 
similar to those held prior to the enactment of OAS. In the actuarial 
field alone, Canada has some of the most knowledgeable experts in the 
world on this subject. To refuse them a hearing is folly. 

Equally important is the fact that the enactment of a universal 
wage-related plan, is of paramount importance to the provinces. Har- — 
monious relationships with them in this, and indeed all other spheres, — 
must be maintained. We simply must not “balkanize” ourselves. Premier 
Robarts similarly pleads. 


ee ee 


I made a mistake in that letter and followed it up by a letter which 
corrected the arithmetic: 


My apologies to you. In my letter to you yesterday I mis-stated _ 
Canada’s present working force at 4,650,000 instead of 6,350,000, the 
latter figure being that used in my paper criticizing the Canada pension — 
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plan of which you have a copy. Consequently your statement that “only 
about 30 per cent of Canadians enjoyed the Ren of private pension 
plans” is correct. 

But I had intended to point out that group pension plans are only 
one of many ways in which the working force, employees and self- 
employed are currently providing for their old age. 

They own individual deferred annuities, individual permanent-type 
life insurance policies, bonds, stocks, real-estate, and in the case of. 
the self-employed, doctors and dentists own their practices, small 
businesses and farms by other self-employed. 

There is no way of knowing whether these savings plus old age 
security will be sufficient, but present evidence is that they are, when 
we consider that less than 10 per cent of the helpless old aged, viz 70 
or over, need supplementary assistance. 


The Rt. Hon. Lester Bowles Pearson writes me on March 3, 1964, saying: 


Thank you for your letter of February 23 and 24, giving me your views 
on the Canada pension plan. 

After the introduction of the pension plan legislation in parliament, 
it will be fully studied by a parliamentary committee. The present 
legislation includes revisions of the original federal proposals, which were 
made following consultation with the provinces. These proposals will 
be fully studied by a parliamentary committee. The committee will 
have full power to hear the advice of interested organizations and to 
make any recommendations, of principle as well as of detail, concerning 
the pension plan, including, indeed, the recommendation, if it so wished, 
that the plan as proposed should be fundamentally revised. Such an 
inquiry provides full opportunity for the hearing of expert opinions, in 
addition of course to the expert opinion that has gone into the framing 
of the government’s proposals. 

I am confident that by the time the final decision is made, this 
matter will have received the especially intensive and prolonged public 
discussion that its importance merits. I appreciate your concern for the 
public interest in this respect. 


That is followed by a telegram. I quote: 

On March 3 this year your letter concluded “I am confident that 
by the time the final decision is made (on the Canada pension plan) 
this matter will have received the especially intensive and prolonged 
discussion that its importance merits.” Todays newsbroadcast says public 
hearings joint committee commence January 12 terminate January 22. 
Eleven days for the public to voice their objections if any to the 
biggest financial proposition that Canada has ever faced. Are you 
going to permit the monumental mistake of invoking closure on those 
citizens who may not share your views on the beneficence of this 
legislation. As a pure guess I would estimate at the very minimum 
thirty days of twelve hour hearings. 

And that was signed by S. M. Thompson. 


Miss LaMarsh will not have time to read her voluminous promises. I 
bow to your closure. 
The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much Mr. 
Thompson. 
Mr. THompson: I am not through yet, but if you say Iam through— 
21731—4} 
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: The Canines “on. Mrs. Fergusson): It was you who: suggested 25 
i minutes. + 


Mr. THOLEERON Does one have to be bound oe what is one’ : Miata? es 


~ JI will read Miss LaMarsh’s wire and I will read one letter to Premier | 


Bennett. > 
Hon. Mr. Crouu: It is up to the Chairman. 
Mr. Luoyp: Mr. Chairman, perhaps it may not be the popular thing to do 
but I must insist that the witness has not dealt at all with the subject matter. 
He has been very entertaining. I have enjoyed hearing him. But, Mr. Chairman, 
there is no relevancy to the subject matter except a broad dissertation against 
inflation. I understand what he is getting at. 

Hon. Mr. CroLL: Madam Chairman, the witness has asked to read. three 
wires and a letter and is then prepared to conclude. Why should we not allow 
him to do this? 

Mr. Luoyp: But, surely our tolerances reach a breaking point. 

Mr. MontertH: Madam Chairman, the witness still has five minutes accord- 
ing to his first estimate of 25 minutes. 

The CHAIRMAN (Hon. Mrs. Fergusson): I ruled he could continue. 

Mr. THOMPSON: Well, you stop me if you think I am going too far. 

The CHAIRMAN (Hon. Mrs. Fergusson): I hope you will bring yourself back 
to the point. 

Mr. THompson: Madam Chairman, it will be very much to the point. 

I want to finish up this closure business. This is a wire from Miss LaMarsh, 
which reads: 


Reurtel concerning Canada pension plan there has been no suggestion 4 


to my knowledge that public hearing of joint committee will terminate 
January 22nd. As you know Canada pension plan was outlined in white 
paper early in August it has been debated in House of Commons on first 


and second readings joint committee has met for several weeks receiving — 
evidence and exclamatory information including actuarial report and — 
economic analysis more than six hundred pages of evidence and informa- — 


tion now in minutes of proceeding. Joint committee agreed to meet 


January twelfth to January twenty second to begin consideration of | 


briefs and representation. This period will only permit part of the briefs 


to be presented. Presumably the committee will hear remaining briefs at q 
future dates to be determined by the committee. After all public hearing © 
are concluded committee plans to return to further detailed consideration — 


of the proposed legislation. Hope this clarifies the question raised. 


The next thing I want to refer to is a letter under date of December 14, 4 
1964 addressed to Premier Bennett of British Columbia, which reads as follows: — 


Premier Bennett: 


For 25 years I was chief financial officer with Canada’s second largest ; 
life insurance company—and retired 3 years early because I would not — 
compromise and accept the proposition that “creeping inflation” was — 


debarred, will give me an opportunity to warn the 6,350,000 members of 
Canada’ s work force, the mortal peril to them of the heavily funded = 


cracies to use without restraint in any direction you may favour. 


Thank you for your frank and revealing statement, page 15, ie 
and Mail, December 14; “Premier W. A. C. Bennett of British Columba 


Se eee 
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the federal plan. We believe, says he, in co-operative federalism and we 
intend to co-operate with the federal government in the pension plan” 
he said. 

PP Why wouldn’t you? You are the man who bélieves in decentralized 
~~ ‘monetary control, but just how we Canadians remain a nation under these 
L circumstances is beyond me. You are the man who arrogantly challenges 
ie the Senate of Canada to report negatively on your application for a 
provincial bank under the charter of the Bank Act. 

Judy LaMarsh warned us all 15 months ago that a funded plan— 
a funded ‘forced savings” federally or provincially administered govern- 
ment plan would lead to a fascist state. Do you deny this. I expect an 
answer—sSo far, no medium of communications has dared to print my | 
views supporting or denying this my personal view ae that of Miss 
LaMarsh. 

But, unless I am debarred, I will have an opportunity of expressing 
these views when I speak to my submission before the special joint 
committee on the Canada pension plan, so in fairness to you, I make 
my position clear now—as indeed I intend to do to each province—by 
sending copy of this letter to all provincial premiers—for all are open 
to the same charge—excepting your application for a provincial bank. 


Yours truly, | 
(Sgd) S.M. Thompson, F.S.A. 


May I say at this point that there has been only one premier who replied, 
and it was a very friendly reply. I will not read it because I am not allowed to 
do so. But, the person in question is Premier Lesage. Not one other premier has 

replied. 

The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much, Mr. Thomp- 

- son. I would like to say at this time that I take very strong exception to your 

use of the word closure. Neither I nor any members of this committee suggested 
such a thing, nor have we brought up such a word. But, several members, as 

well as myself, have tried to bring to your attention the fact that you were 

_ straying from the subject matter. 

i Mr. THompson: I was referring to the 11 days; it had nothing to do 

- with tonight. i 

| The CHAIRMAN (Hon. Mrs. Fergusson): I thought you were referring to 
tonight. 

Mr. THompson: No, the 11-day period. What is your schedule? | 

Hon. Mr. CROLL: We have a very full one. 


| Mr. THompson: Once you finish on January 23 or January 24 is that the 
- end? | 
The CHAIRMAN (Hon. Mrs. Fergusson): Not necessarily. If we have more 
_ briefs to hear we will continue to hear them. 


Mr. THOMPSON: I am very pleased to hear that. I will withdraw all re- 
hs marks in respect of closure. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much. eee ab, 
_ this point our witnesses usually subject themselves to questions. 


Nee Mr. THompson: Go ahead. 


ae The CHAIRMAN (Hon. Mrs. Fergusson): Are there any questions that the 
_ committee members would like to address to this witness? I believe there are 
is none. Thank you very much, Mr. Thompson. We appreciate that you have 
: done a great deal of work, Said we are tremendously interested in this matter. 
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Mr. THompson: What I wanted is for my grandchildren not to have to pay . 
my pension. 

The CHAIRMAN (Hon. Mrs. Fergusson): I believe it was understood that if 
some time was left after this presentation we would continue with questioning 
the Canadan Life Insurance Association. Mr. Sharp and Mr. Holmes, would 
you please approach this table. 

Mr. HoLMES: Madam Chairman, Mr. Kilgour was not able to complete his 
answer to a question. Could he speak on this matter at present? 


Mr. CHATTERTON: Madam Chairman, on a point of procedure, I understand 
that if we do not finish tonight with these gentlemen we will have another 
chance tomorrow. Is that correct? 

The CHAIRMAN (Hon. Mrs. Fergusson): If that is what the committee 
would like and if the witnesses are able to come tomorrow. 

Mr. Cameron (High Park): I have spoken to the delegation and they told 
me they will be here tomorrow morning if we require them. 


Mr. Munro: It is very good of them. 


Mr. Kitcour: May I speak to this point now? This afternoon I was caught 
off guard in being unable to answer a question put by Mr. Lloyd concerning 
facts in relation to a statement I made about the Atlantic provinces. I have 
since found the information. It appears on page 380 of the proceedings of this 
committee. It is a statement made by Dr. Willard, and I quote: 

A second point I wish to make is that the impact of both the age 
reduced flat rate and earnings related benefit must be considered to- 
gether in assessing the effect on assistance in any area. The flat rate 
benefit does have important redistribution effects for the Atlantic 
provinces. For instance, in 1962-63, old age security tax revenues in 
those four provinces amounted to about 3 per cent of the revenue col- 
lected, while old age security payments represented about 10.7 per cent 
of the total payment throughout Canada. 


I am glad to be able to document the source of my statement. 
Mr. Luoyp: Thank you, Mr. Kilgour. 


The CHAIRMAN (Hon. Mrs. Fergusson): I think Mr. Gray had not finished ~ 
with his questions. 


Mr. Gray: Madam Chairman, I believe that when we adjourned I was 
asking the witness what percentage of the assets of insurance companies in 
Canada are invested in Canadian industry. 


The CHAIRMAN (Hon. Mrs. Fergusson): I did not hear your question, | 
Mr. Gray. | 


Mr. Gray: I said that I believe at the time we adjourned I had been 
asking Mr. Holmes what percentage of the assets of Canadian life insurance 
companies are invested in the common shares of the Canadian industry. 


Mr. Hotmes: I had answered this question to some extent. I offered to get — 
more precise figures if the committee wished. I do not know whether some of 
the other members of the delegation would like to supplement my answer. — 
I gave an approximate answer and offered to get exact figures. This is my © 
recollection. " 


Mr. Gray: I see your colleague is anxious to say something. 


Mr. Tuck: I thought I might refer the committee to rather detailed in-— 
formation on the common stock investments of the life insurance companies — 
which was given by the superintendent of insurance to the standing committee — 
on banking and commerce in connection with Bill No. C-123. This is the bill 
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which has been reported out of that committee and awaits consideration back 
in the house. I believe he gave quite detailed information, and I know that 
in that bill there are some provisions that the Minister of Finance hopes will 
operate to increase the ownership of equities by life insurance companies. The 
changes in the legislation relate to both the eligibility tests for common shares, 
it broadens them considerably, and also to the basis of valuation of common 
shares in the annual statements of the companies to the superintendent of 
insurance. g 

I think the only other point I wish to make on the rough 5 per cent figure 
of the current investments in the companies in equities is that this is based 
on book values; market values are greater. 

Mr. GRAY: Would you agree that even at market value it would not be 
equal to the amount which insurance companies are presently eligible to in- 
vest in common shares under the existing law? 

Mr. Tuck: In some companies, sir, the market value is up to the present 
limit. 

Mr. Gray: But in many it is not. 

Mr. Tuck: In some it is not. 

Mr. Gray: So that while the percentage of ownership of the secondary 
industry in Canada has been going up, the life insurance companies have not 
even used their rights under the present law to counter that trend by buying 
equity shares of Canadian companies. | 

Mr. Tuck: Mr. Holmes has explained why the companies have not put 
larger amounts in common shares than they have done up to now, and I do 
not think I have anything to add to that. 

Mr. Gray: So that actually, taking into account the changes in the legis- 
lation to which you have referred and which have recently been considered by 
the banking and commerce committee, it may very well be that in spite of 
the Canada pension plan the ability of life insurance companies at least to 
invest in equity shares of Canadian companies will increase and possibly not 
decrease aS was suggested in this implied criticism of the contents of the 
economic report. 

Mr. Tuck: The ability of companies to invest depends on what money 
they have coming in. 

Mr. Gray: Do you disagree, sir, with Mr. Sharpe with respect to the 
quotation I gave from the Financial Times about what will happen if the 
Canadian pension plan comes into effect? 

Mr. Tuck: I think that if the Canada pension plan comes into effect, it 
will result in a downward trend in our pensions business. 


Mr. Gray: You do not agree with Mr. Sharpe? 

Mr. Tuck: Mr. Sharpe has explained that he was speaking of our life 
insurance business. My answer to your question relates to pensions. 

Mr. Gray: Did that happen in the United States? 


Mr. Tuck: Mr. Holmes explained that in the United States the act was 
passed in 1935, and there were too few private plans at that time to have 
an impact. I do not think the analogy is correct. If you look at Sweden you 
will find there was quite a dip in the growth of assets of the life insurance 
companies. 

Mr. Gray: Is it true that percentagewise there are not so many private 
pension plans here because over 70 per cent of our work force are not covered 
by private plans? 

Mr. Tuck: We do not think the 70 per cent figure gives the whole story. 
I think one of our group has information on that. 


SAS a RSPR ER Ce he MOING COMMITTEE ae ell Sse a coe 


® 


Mr. Hotmes: I wonder if Mr. Linnel could speek on Ga We reais this 
70 per cent figure comes up in discussions of the situation. We think the r 
committee should look at the problem, and this is an area where we feel you 
should secure more information. 


Mr. J. M. LInNELL (Group Manager, The Standard Life Assurance Certs 
pany, Montreal): Madam Chairman, gentlemen, the 30 per cent applies to 
the work force in Canada, which includes the unemployed as well as the em- 
ployed, the self-employed, the unpaid family workers, farm workers, and the 
like. It does not only apply to employees paid by wage or salary. I do not 
think you should expect the self-employed to be included in employers’ pen- 
sion plans. You cannot include the unemployed, you cannot include the unpaid 
family workers. If therfore you correct the figure of the work force to the 
figure of employees, you get a much lower denominator, and I think you 
would find that for employees in paid employment the figure is at least 50 
per cent, and not 30 per cent. 


Mr. Gray: In other words you are wiping out all these other groups, the 
self-employed, the unemployed, and people working at home. 


Mr. LINNELL: I am not wiping them out; I say the figure of 30 per cent 
is not a relevant figure. 


Mr. KNOWLES: Do they not get old also? 
Mr. GrAy: Do these people not need support? 


Mr. LINNELL: Yes, but in criticism of private pension plans—which I ~ 
think is the criticism here—I do not think you can include the unemployed — 
and the self-employed in employee pension plans. 


Mr. HOLMES: We certainly do not. There is nothing which is reported as 
a pension plan on a single self-employed man. He may have an annuity or a 
pension with us, but he is not reported in a pension plan. 


Mr. GRAY: Does this percentage not refer to the labour force? 


Mr. LINNELL: Yes. According to the bureau of statistics the labour force 
includes, as I said, the unemployed and the self-employed and all other persons ~ 
who are able to work. 


a 
Mr. Gray: This is very interesting because I believe earlier this afternoon _ 
another of your colleagues was saying how much he liked the operations of — 
the bureau of statistics and their definitions. However, you do not agree with P 
their definition of the labour force. 


Mr. LINNELL: They define the labour force and I think that the definition — 
is used by many countries. It is an agreed definition of what is a labour force. — 
However, that is not exactly the same thing as employed persons. 


Mr. Gray: No, but when I referred to the 30 per cent I was referring to — 
the labour force. We are in agreement on that, I believe. . 


Mr. LINNELL: Yes. 


Mr. HoLmMES: I would suggest that in looking at this question whether it © 
is a higher figure than we think it is, the committee should bear:in mind — 
that a very large proportion of this labour force to which you are referring, — 
which numbers somewhere around 6,800,000 or in that neighbourhood, is at q 
the present time under 30 years of age. It is quite true that the Canada pension © 
plan is proposing to bring in people at 18 years of age. We find that the young 
ladies which some pension plans bring in do not get very enthusiastic about — iq 
pension plans until perhaps they are 30 years of age. There is a very large © 
fraction of this labour force about which you are worried which is in the. i 
lower age groups. It is quite true that a much smaller proportion of the people — 
of younger ages are voluntarily in the pension plans. I would suggest that what — 
your committee really needs, so as to size up this problem, is to find out what | 
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proportion of the employed labour force—that is the employees of the em- 
ployers—between the ages of 45 and 65 is not covered by a pension plan and 
looking forward to a pension. This information has never been obtained and 
yet it is a very important piece of information. 


Mr. GRAY: Are you suggesting that in firms who have plans offered by 
_ your company you permit people under 30 years of age not to be included? 


Mr. Houmes: The individual employer determines the role of his own 

_ plan, and we will supply him with the service of a pension plan. Speaking of » 
- one firm, our own firm, the pension plan does go down to any age, 15 or 17, 
but this is not true by any means of all plans. The young ladies in our pension 
plan treat their pension plan during those early years more in the light of 
a savings fund, under the present situation, than a pension plan. I think that— 


Mr. Gray: But they participate? 


Mr. HOLMES: Yes, but they take their money out when they marry, as 
most do. I am not quite certain how happy they will be about the money going 
in to the proposed plan for, let us say, five or seven years to provide a very 
small death benefit or, if they remember to apply, a small pension 40 years 
later. 

: However, all I am saying is that the committee in sizing up this situation 
needs to remember certain factors about this labour force of 6,800,000 odd. 


Mr. Gray: Would you then suggest it would logically follow that young 
- ladies and people under 30 should not have to contribute to the old age security 
- fund? 

Mr. HOLMES: The old age security pension? 


Mr. Gray: You say that to look at the labour force you should include 
people under 30; should you not include them in figuring out what the labour 
_ force is? 
Mr. KILGoUR: May I comment? 


Mr. Gray: I would like to finish my question. I would have been interested, 
on an earlier occasion, to hear what Mr. Sharpe had to say when he referred 
to his article, but you were kind enough to interrupt. 


Mr. CHATTERTON: On a point of privilege; surely if another member of the 
delegation wishes to reply to a question or make a comment, he should be 
allowed to do so. 


Mr. GRAY: But I had not finished putting my question. Once I finish I am 
‘not too concerned which of the witnesses before us answers, but I Mere 
wanted the opportunity to complete my question. 


The CHAIRMAN (Hon. Mrs. Fergusson): Will you complete your question 
and one of the members of the delegation will answer you? 


| Mr. Gray: You were suggesting a very interesting proposition; that is, 
_ that in determining the number of people who are properly covered by existing 
_ plans, and so on, it was not useful for us to look at young people under 30. 


: Mr. Hotmes: No. I was saying that the area you should look at primarily 
if you are testing the question of to what extent the private pension is meeting 
_ the problem of additional income in old age security, the critical area is the 
_ years, let us say, from 40 to 45. I was simply explaining certain facts about 
_ the labour force as was Mr. Linnell. However, in respect of whether people 
in at age 18 should be brought in to pension plans, our own firm obviously 
nM thinks they should. Other firms do not agree. Surely the important question 
uM is, in respect of people from age 35 to age 65 as they approach retirement, 
Be is a serious effort made by industry to provide an additional pension for them? 


a That is all I was saying. 
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Mr. Gray: Would you consider it advantageous to give these people under | 


age 45 opportunity to contribute to a pension plan to build up retirement 


benefits? 


Mr. Kitcour: I would like to comment on the two points that were made. 
There was some inference that we contend that young women do not like 
contributing to old age security. You invited that question; you said you feel 
young people should not contribute to old age security. 


Mr. GRay: No. I said it appeared to me from what Mr. Holmes said it 
would follow that you should also argue that people under 30 should not con- 
tribute to old age security, because they really are not interested in pensions 
at that early age. 


Mr. Kincour: Young women who enter the working force contribute 
and then upon attaining age 70 are entitled to $75 a month if they never work 
again; but during their working years they have contributed to this old age 
security which they, themselves, will enjoy. If you turn to young women 
today under the Canada pension plan, they are an unhappily treated group. 
If you take a young woman who begins work at age 20 and works for five 
years—and she might be considered typical—if she does not again enter the 
labour market her benefit at age 65 under the Canada pension plan will be 
$6.17 a month, if she earns $2,400 a year during those five years. If that same 
money were invested in Canadian government annuities she would have had 
a pension of $16.34 a month, or nearly three times as much. You might take a 
case of someone who works longer, a woman who begins at age 20 and works 
for ten years earning an average of $3,000 per annum, and who withdraws 
from the labour force, marries and has a family. At age 65 she will be entitled 
to $15.43 a month. Had the money been invested in government annuities she 
would have had $40 a month. 

I think you can very fairly say that the young woman who plans on 
working for a few years like that is going to fare very badly under the Canada 
pension plan. Under social security, whether she works or raises a family, 


she would get $75 a month. Under this she will almost invariably get less than © 


if she had been permitted to direct her own money for her own savings. 

Mr. Gray: The $6.17 you mentioned still will be in addition to the $75 
under the present old age security system? 

Mr. Kincour: True, if she contributed to both. 

Mr. Gray: But she has to. 


Mr. KiLcour: True; in the one instance she gets a substantial benefit and in 
the other a picayune benefit. 


Mr. Gray: If this plan goes into effect, she will get $75 plus $6.19. If it 
does not go into effect, she would get only the $75? 


Mr. Kincour: Which do you think she would prefer? I think she would — 


like the treatment under old age security better than that under the Canada 
pension plan. 


Mr. Luoyp: I have a supplementary question. 
Mr. Gray: I want to ask one more question. Am I correct in suggesting 


that if she bought a Canadian government annuity with this money she would | 


be better off than in a private insurance company program? 


Mr. KiuGour: Unfortunately this is not so. Many companies sell at lower 


rates than Canadian governement annuities. 


Mr. Luoyp: In making your calculations, what investment did you make? > 


Was it 3.6 per cent? 
Mr. KILGour: Yes. 
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Mr. Luoyp: In the case of a private insurance company, where there is no 
vesting until after ten years, what happens to the employer’s portion of the 
stenographer’s salary. 


Mr. KriuGcour: In some plans it reverts to the employer. 
Mr. Luoyp: It is lost to the stenographer. 
Mr. Kincour: Yes, but in this case she would still end up ahead. 


Mr. Luoyp: I am trying to show there are various facets to these calcula- 
tions that should be seen in their totality. 


Mr. KiLtcour: Thank you. 


The CHAIRMAN (Hon. Mrs. Fergusson): I have a list of people who had 
asked to speak this afternoon when Mr. Cameron was in the chair. The next 
is Mrs. Rideout. 


Mrs. RipEouT: Thank you, Madam Chairman. My question refers back to 
the summary. Why would the pension structure become unstable simply be- 
cause it is very complicated, as suggested in 9 (b)? Does the association 


recommend pay as you go financing to prevent the pressures on the use of 
the fund? 


Mr. HoLMEs: I am sorry; would you mind repeating your first question? 


Mrs. RipEOUT: Why would the pension structure become unstable simply 
because it is very complicated? 


Mr. HoLMEs: I think the complication does add to this problem. It becomes 
unstable, I would say, for two other reasons. We have presented to you the 
picture of the situation among old people ten years from now. We feel there 
will be an enormous pressure and that adoption of the plan unamended will 
lead to what amounts to a third plan to cover this situation that we have 
presented to you in Chart 2. Another source of instability in the plan does come 
a little later or may come at that time when additional benefits have to be 
considered for the people who have been left out in paying the cost. In the 
plan itself as you realize, and as the actuary has reported, between 20 and 30 
years from now, government will have to find additional money without 
increasing benefits. 

We frankly think that this is a very difficult operation to carry out, and 
that the government will have to increase its promises as it asks for increased 
taxes. We feel concerned about the complications of the plan, because the 
ordinary man on the street does not understand what it is that lies between 
the money which he pays in, or the young lady and the money that she pays in, 
and with what comes out. We feel that it is like a sausage machine, as there does 
not seem to be any clear, simple relation that the ordinary person can under- 
stand. We therefore feel that a plan which is not understood, that does show 
clearly these gaps in its benefit structure, and that suddenly demands increased 
contributions without any increased benefits at the same time, will be a very 
difficult plan to maintain. 


Mrs. RipEoutT: Does your association recommend pay as you go financing 
to relieve pressure? 


Mr. HotmMeEs: I hope the committee realizes that essentially the funda- 
mental thing we feel that is unhappy in the plan is the design of benefits. We 
feel this design is at the root of the trouble; you just start and only give 
benefits to the people who have contributed under this additional plan, and 
you also give them a short maturity period. We do not think this should be 
done. If it is done, you are faced with two alternatives: The cost on the pay 
as you go basis can increase next year, or the year after that and the one after 
that, without any increase in the promise or benefits. The alternative, which 
you are facing in this situation, is the 3.6 per cent which hold the contribution 
rate steady for 20 to 25 years and you postpone the problem of increasing 
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contributions without at the same peak increasing benefits for aa years. hes ey 
alternative is unattractive. But we feel, as you know, that a benefit design 
more in the character of old age security with a pay as you go financing would 
produce a stable plan. 


Mrs. RipEoutT: Thank you very much. 
The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Cashin, do you have a question? 


Mr. CAsHIN: Yes, I do. It concerns this business which was disturbing 
me this afternoon on section VIII, when Mr. Lloyd was questioning you people. 
Was it established, when he questioned you on section VIII, (d), when you 
used the word “bonus” that this was a typographical error, or is this the word — 
you intended to use? 


Mr. Hotmes: No, we have used this word, and we have used the word ~ 
windfall for the same feature. We have to use some word to cover it. We have © 
regard to the benefit emerging, particularly in connection with the ten year 
maturity period with in, let us say, an amount of $104 or $104 escalated over 
ten years. The person’s contribution, with the contribution of his employer will 
only have provided for just about 1/10th of it. 


Mr. CasHIN: That is the only point. You certainly do not make it clear in 
your brief. It is difficult for me to ask some of these questions because you 
ride one horse when it suits you in one direction and another one in another 
direction, and I find it a little like “Alice in Wonderland”, when it comes to 
the question of bonuses. 

The definition of “bonus” does not seem to take in the ordinary use of — 
the word, notwithstanding ten years of maturity. The plan will be in opera- © 
tion for “X’? number of years thereafter. As I read it there, and as I under- 
stood the questioning this afternoon, you seem to be saying that the benefits © 
are larger as your income rises, and by your confusion of the welfare measure, — 
and your definition of welfare measure you have given a definite impression ~ 
that this plan favours people in the higher income bracket as opposed to © 
people in the lower income bracket. a 


Mr. Hotmes: Your last statement does represent our view. But with q 
regard to “bonus’”’, madam Chairman, I think Mr. Cashin’s point is well taken. 4 
If you will look at page 12 you will see that we do submit what we mean by © 
“bonus”. Another word used for it is windfall. We are not happy over either 
word. But at the bottom of page 12 there is an explanation given, and I fully a 
agree with Mr. Cashin, of course. Page 12 was written before the summary ~ 
on page 2, and we wrote the summary on page 2 on the assumption that page ~ 
12 had been read. % 


Mr. CASHIN: I am going to make a statement to you and give you an © 
illustration and ask for your comments on it. My comment would be that in © 
the Canada pension plan, if you take the definition of bonus in relation to ~ 
some of the earnings and profits, this is a bonus for those with the least pen- 
sionable earnings. And I cite an illustration, taking this in toto, of the man ~ 
who makes $1,200 a year. He will retire, and in his retirement he will have © 
$1,200 a year as a pension, and the man, in other words, in his retirement, — 
will receive exactly the same income that he received durice his working — 
years; whereas the man at the top of the scale with $5,000 will receive $179 ij 
per month multiplied by 12, which is the lowest percentage of his $5, 000. — 
His pension in relation to the income that he earned during his working © 
years will be less than the pension paid to the man who earned $1,200. | 


Mr. HoLmMes: Well, I imagine from the figures you are quoting to me 


that you are including in the $1,200 for your man the old age security 
payment? 
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Wo IVER, CasHin: I most Aer RS am. That is part of the program. 


--- -‘Mr. Hotmes: I do not think we can forget that we have this old age 
Deeutity plan, and that we have to ask ourselves in regard to it whether it 
it fully meets the requirements of those groups which we have mentioned to 
‘ie you. The Canada pension plan, the additional plan, would do nothing for 
many of them, and little for the rest. 


- +Mr. CasHIn: I would make this statement to you and ask for your com- 
ment, and I would make it this way: in your case I think you have been 
guilty of what you suggest. I have been guilty of combining both; one is the 
insurance program and the other is the transfer payment in the welfare sense. 
I think what we are interested in as far as the worker is concerned is the 
amount of pension that that man is going to get. You have suggested the 
$1,200 pension that the man is going to get. You have suggested the $1,200 
pension as inadequately treating the man with the lower income under this 
plan. He only earns—I am thinking particularly of fishermen, self-employed 
- people, or people in the Atlantic provinces who only earn, let us say, $1,200 
a year. They retire on $1,200 a year and the problem to them, since we are 
so very interested in social security, is not what the benefits are going to be 
in their retirement years, but what is going to be done for them to make 
them productive in their working years. You have really confused the control, 
and I find it difficult to understand why it has been done, but as far as any- 
body who is concerned with poverty and development of those years, you — 
have confused—for what reasons I do not know—security and old age with 
the whole problem of poverty. These people make $1,200 a year and they 
will retire on $1,200 a year. Are you suggesting that we give them $2,000? 
Mr. Berry: I think we are going down a peculiar road. We have an 
existing program which does certain things for all Canadian providing a 
benefit which the government of Canada in its wisdom has decided they 
should have. I think that when you add something to it, you cannot mix the 
two together in order to discuss what you have done by the addition. 
Mr. CASHIN: You mixed them together. 
Mr. Berry: No, I did not mix them together. I have not said anything 
_ yet. I tried this afternoon, when talking to Mr. Lloyd, and I would like to 
_ try again tonight; you have a program for Canadians now which does certain 
_ things. It does them very well. We think the things which need to be done 
: for the aged can be done better by operating through the mechanism you 
have already established. But I do not think you can disguise the effect of 
- the Canada pension plan by merging it into the other. You have established 
a program, and if you put this new plan into being, under which the benefits 
- are not fully paid for, because the benefits are not fully paid for, the greatest 
_ bonuses, windfalls, or what have you, must go to the man who makes the 
most money. It is just as simple as that. You cannot disguise that effect by 
looking at the percentage of the combined totals. The Canadian today has 
_ old age security given to him as a matter of right. And if you turn around 
and do something to it, you are film-flamming him if you try to tell him 
that by putting the two together it looks different than it looked to him 
before. The matter at the moment is the additional benefit which you are 
' giving to him, and, as we pointed out, the subsidy, the unpaid benefit, or 
_ whatever you want to call it rises with the earnings and the result is that 
you are directing money to the people who need it the least. 
Mr. CasHiIn: With all due respect I must ask you if you have read the 
_ white paper on the Canada pension plan, because it is quite well spelled out, 
: and there is an example given which uses the low income man whose rate of 
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contribution is 6.7 per cent, and that man, with the little bit that he contributes, 
pays less for the benefit that he earns. Your statement about a windfall is 
therefore grossly inaccurate. 


Mr. Berry: That is not so. The effect of the $600 exemption is put in the 
rate for the windfall. 


Mr. CasHIn: You are now talking about what? 


Mr. Berry: It will continue indefinitely but it is most evident in the ten 
year period. 


The CHarrMAN (Hon. Mrs. Fergusson): There are some supplementary 
questions. Have you finished? 


Mr. CaAsHIn: I will pass for the supplementary question. 
The CHarrMAN (Hon. Mrs. Fergusson): Mr. Munro. 


Mr. Munro: The supplementary question I wish to ask is reated to para- 
graph 30 to which, I think, Mr. Holmes referred. It starts off by, for instance, 
endeavouring to show that the largest of these unpaid for benefits are directed 
to the persons with the highest incomes. For instance, in the second decade of 
the plan a bonus of $115 would be paid each month to a retired person whose 
earnings were at the maximum level, and $59 to a person whose earnings have 
been half the maximum. 

When you talk about the bonus, I assume using that example, Mr. Holmes, 
you are talking about it in dollar terms. When you talked about it in percentage 
terms the person making half the maximum and getting $59 is actually getting 
over 50 per cent; it is over 50 per cent of the $115 in pet ceu Bees 


Mr. HoLMeEs: Yes. 


Mr. Berry: But percentage simply obliterates the fact that in actual dollars 
you have given more to the higher earnings man than to the lower. 


Mr. Munro: It is attractive to you apparently when you are talking dollars. 
The percentages also, I think, should be considered. That is my only point. 

Then it goes on to say that there is no bonus to a person whose earnings 
rate had been $50 a month or less. He could go on and say ‘“‘and no bonus to a 
person whose earnings had been $50 a month or less all his working life.” That 
is what you mean. 


Mr. Hotmes: No. I mean in the next ten years. We are talking about people 
who are 55. We are talking in the second decade of the plan of people retiring 
in 1975. | 


Mr. Munro: Then should it not read “no bonus to a person whose earnings 
have been $50 a month or less”—approximately $12 a week—“‘for ten years of 
his working life’, or say his working life from 55 to 65? I think we can judge 
the likelihood of that eventuality and qualify that remark in view of that. 


Mr. Houmes: May I ask you to look at the actuarial report. There is a 
group of people who are reported as not being in the working force for one 
reason or another, people not at work from 55 to 65. 


Mr. Munro: But in the example you are the one who is talking about earn- 
ings. You say there is no bonus to a person whose earnings—and therefore these 
people presumably are in the working force—have been $50 a month or less. 
I say that must be qualified to say “no bonus to a person whose earnings rate 
had been $50 or less for each year in the ten year transition period, 55 to 65, 
and “bonus” there should be qualified in that light. 


I also point out in talking about the bonus relation in paragraph 30—and 


you give a schedule at the top of page 26—you recommend an option under 


the Canada pension plan and then you show your proposal, and in your proposal — 


you are showing or including the old age security. 


ss — = 
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Mr. Houmrs: This is just old age security, that is quite clear. The man who 
is out of work, the man who is getting nothing, let us say throughout the ten 


years, the man who is only able to take on odd jobs and averaging $25 a month 
throughout the ten years is in the same position as the executive. 


Mr. Munro: You agree in your recommendation of $125 that you are basing 
it on a change from the present old age security of $75. 


Mr. Houtmess: That is right. 
Mr. Munro: And yet in paragraph 30 you are talking about bonuses. 
Mr. Hotmes: That is right. 


Mr. Munro: You again choose to ignore the weighting effect of old age 
security which would vastly improve the percentages as far as the lower 
income brackets are concerned. 


Mr. HoLtmMeEs: The percentage, but the actual bonus on the flat rate plan 
is greater for low revenues. 


Mr. Munro: There is one final point, Madam Chairman, and I would 
reiterate what Mr. Cashin was talking about. 

Again in paragraph 30 when you are talking about bonuses, you make 
no reference at all to anything a man who is drawing half the maximum gains 
from the exemption of $600. Obviously if the $600 is exempted for a man 
only making $2,500 a year he is going to pay much less. He is going to get 
a real benefit from that exemption, a benefit far greater in extent than a man 
making $5,000, which is certainly a factor qualifying your reference. 

Mr. HoLmMEs: I cannot locate it. 

Mr. Munro: Paragraph 30 is the one to which you referred yourself, 
comparing a man earning the maximum earnings with the man making $2,500 
a year, which is half. You make no reference at all to the gain a man has at 
$2,500 through the exemption clause. 


Mr. HotmeEs: You mean the $600 exemption? That is the reason why $59 
is slightly over half of $115. 


Mr. Munro: What I am saying is that you are not reflecting this in 
establishing that his contribution rate for what he gets will be considerably 


reduced and he will get the maximum benefit of that exemption as compared 


with the man who is making the maximum earnings. 

Mr. Hotmes: I am sorry, we have taken that into the calculation. If there 
was not the $600 reduction, as you say, the second man would have half the 
$115. He gets a benefit there of that slightly smaller contribution. 

Mr. Munro: Madam Chairman, I will not press this, but in all fairness 
you do say the man making $2,500 gets $59 a month and you point out how 
he seems to be prejudiced through this bonus system as compared to the man 
making the maximum earnings. 

All I am saying is that the should certainly be qualified by the exemption 
clause, which means that this man at $2,500 is paying far less in contributions 
and is getting far more benefit from the exemption clause than the man 
making $5,000. I think it should be referred to here for accuracy. 


Mr. Hotmes: Madam Chairman, may I refer the hon. member to page 38 
where we show exactly how the $115 and the $59 are calculated. This shows 
that the $59 man has been charged with a payroll tax of only $1,195 and the 
man with double the income has been charged with a payroll tax of $2,736. 


Mr. Munro: I see the clauses you are reading but you are the one who 
was trying to establish the definition of the bonus based on clause 30. I think 


it should be based on the qualification referred to. 
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Mr. BERRY: I think we are at what is the crux or thes very hese: on snes 
fault of the Canada pension plan. I have tried twice to say what it means. i. 
I would like to try a third time. i, 

If you have a plan under which you direct the pomnaeiey resources to o 
the people who only have need, then you direct those resources to those 
people so that they are in direct proportion to need. This brings you into the. J 
very difficult problem, Mr. Knowles, of means tests, and this has been a 4 
problem on which plans have foundered in the past. ; 

In the old age security program there is no effort to decide whether 
the community funds are decided directly according to need, but nobody gets © 
more than anybody else. As you go up the income scale the amount of the © 
community resources which go to the individual are reduced because he is 
paying them back to the government in income tax. That is a second approach — 
But in the Canada pension plan there is an approach which—and I do not > 
pretend to be great expert on welfare plans—I think has no parallel in Canada, ; 
a program which is deliberately designed so that the funds of the community 
flow in inverse proportion to the need of the individual. You merely obscure ; 
this, sir; you say that this $600 exemption offsets this. It does not. It makes 4 
some small allowance. But the fact remains that in the first ten years and as — 
far as we can see into the foreseeable future there will be, call them what you ; 
like, bonuses, windfalls, unpaid benefits. They will increases with the earnings | 


of the individual up to the ceiling in the plan. 

Percentages again may obscure it, but the fact remains that in actual 
dollars you are taking the money of the community and giving more to the 
man making $5,000 a year than to the man making $4,000 a year or to the © 
man making $3,000 a year or to the man making $2,000 a year. It is as simple © 
as that, and it is the very heart of the fault of the program. 4 


Mr. CHATTERTON: Can a man in need live better on a $1 bonus or a } 
percentage bonus? 3 
Mr. Berry: I think the question comes back to how many dollars he has, ~ 


sir. of 
Mr. Munro: Without this plan you will not have percentage or dollars. 4 
Mr. BERRY: This is not so. ) 


Mr. Houtmes: I think we have told you we want you to consider the j 
alternative of improving or amending the old age security. 


Mr. Brown: Madam Chairman, might I add an answer to Mr. Munro’s 
comment. He made a statement referring to the numbers of people who might 
be under $50 a month at one time but might not continue to be under $50 a 
month during the 10 year transitory period of the Canada pension plan. W 

I am quoting from the census of Canada, 1961, bulletin number SX- 2, 
catalogue number 98-516. This bulletin refers to the total population 15 years © 
and over on June 1, 1961, and the figure in respect of this was 12,046,000 odd. © 
The estimated number of individuals for whom figures in this report are — 
published is 10,101,000. The difference is due to 1,298,000 persons living in © 
rural farm households and 645,000 odd in collective households, institutions, q 
and a few farms in urban centres which are excluded from the sample. 4 

On page 4 it shows under the heading of total income of non-farm popula-_ a 
tion, 15 years of age and over, by size of income, sex, age and marital status, — 
without income, 2,789,335 people, and with income under $500, 877,533. Then, fq 
turning over to page 6, we find in the group for ages 55 to 64, 273,274 without — 
income, and 98,181 with an income of under $500. + 

_ Mr. Munro: What age is that for? 

Mr. Brown: This is ages 55 to 64. 


Mr. Munro: When was this? 
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Mr. Brown: This is in the 1961 census. 


Mr. Munro: Those are the figures revealed when the census taker went 
around. 


Mr. Brown: These were the figures published by the government of 
Canada in respect of the population of Canada. 


Mr. Munro: My only objection was with clause 30, which says: “no bonus 
to a person whose earnings rate had been $50 a month or less.” Would you be 
prepared to have it say: No bonus to a person whose earnings rate had been 
$50 a month or less continuously throughout the whole 10 year transitional 
period. 

Mr. Brown: That does not alter the principle that the small windfall goes 
to the person with small earnings and the large windfall goes to the person 
with large earnings, and that is taken from the community. This is upside down, 
and I think your experts will tell you that. 


Mr. Munro: If I might reply to that comment, you are pointing to your 
definition of bonus, which I think already has been considerably qualified. But, 
you must remember, there is more to the Canada pension plan than the 
transitional period. Are you, in fact, arguing now that we should do away with 
the transitional period of 10 years? I would like to have your answer to 
that on the record. 


Mr. KiLGcour: The transitional period, Mr. Munro, is only a minor factor 
in the whole thing. The fact is that bonuses are going to accrue increasingly 
to people at the top of the scale. 


Mr. Munro: But your examples of the worst bonuses were picked out of 
the transitional period. 


| Mr. KiLGourR: You will find that the bonus continues with the escalation 
clause to favour those people at the top. 


Mr. Munro: I was looking at clause 30, which Mr. Holmes said was his 
definition of the word ‘‘bonus’’. 


Mr. KiuGour: There is one point that relates to the bonus which people are 
getting at the bottom of this scale compared to those at the top of the scale. 
The Canada pension plan is supposed to apply to people who have an awful 
lot of problems in life, a gentleman who earns $100 a month, say, a fisherman 
who may have two or three children. It is highly unlikely that he is going to 
be able to save up at the end of the year enough to send a cheque for $21.68 
to the federal government. If he can raise a family with $100 a month, then 
by claiming to raise his combined pension to $100 a month at age 65 we are 
being cynical; we are giving him more when some major responsibilities are 
gone than he had during the time when he had his expensive years in life, 
acquiring all his possessions and raising a family. 


One of our points was that while this plan designedly goes down low and 
a man can qualify for a benefit under $600 a year, in fact, he will not. A 
great majority of these people may not have the knowledge to prepare a tax 
return. And, in the main, these large payments under the Canada pension 
plan will go to the employee and to the sophisticated and to those who already 
are making tax returns. The spread between the high and low income group 
is greater than the figures. We inevitably will find that the people at the real 
bottom, those earning, say, $600, $700, $800 or $1,000 a year, in fact, will get 
nothing under the Canada pension plan. 


The CHAIRMAN (Mrs. Fergusson): There are two members who press to 
ask supplementary questions, Mr. Francis and Mr. Lloyd. 
Mr. KNOWLES: Can we call it 10 o’clock, Madam Chairman. 
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Mr. FRANCIS: On the question of bonus, I would like to make an analogy 
for the purpose of understanding or clarifying the point which was made. 
When a private plan is adopted by an employer is it not frequently the case 
that the employer makes the past service contributions? And, do the people | 
who benefit in respect of these past service contributions receive something 
comparable to what is called a bonus? Is the same thing true in respect of a 
private plan and a public plan in this respect? 


Mr. Berry: In respect of a private plan past service contributions are 
made on the basis of their earnings, but I do not think this analogy between 
a private and public plan holds any water. 


Mr. FRANCIS: Whether you institute a social insurance program or a 
private plan at the initial stage, you have the same kind of a problem; there ~ 
are certain people who will draw benefits at the end of your transitional — 
period, and there will be payments made in respect of them which cannot be ~ 
calculated on an individual basis. They may not live to enjoy them but as a 
class they have a very actuarial expectancy. It seems to me that the same 
problem holds in both cases. The bonus had two features. You later refer to 
the bonus in respect of indexing of earnings. There seems to be two causes for 
the origin of the concept. The bonus comes from the transitional phase at the 
beginning and the higher earnings and cost of the indexing of earnings at the 
later phase. Is this not correct? 


Mr. Berry: I find myself somewhat confused because this is an approach 
to a public plan which, in my knowledge, has never been contemplated in 
Canada. The whole idea of public programs should be to even out the inequi- 
ties that exist in society. 


Mr. FRANCIS: With all due respect I do not quite agree with you. This is — 
a social insurance program and its purpose is portable pensions which are 
built up to supplement old age security. This is its basic purpose, as I under- ~ 
stand it, but because of the transitional phase this does give rise to those © 
benefits. 


Mr. Berry: But, they will go on forever. 


} 

j 

Mr. FRANCIS: Then, what is the origin of the bonuses as you describe them 
after the transitional period has passed? 
4 

: 
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Mr. Berry: The contributions during the lifetime of the worker, because 
of the escalator privileges, will never amount to sufficient to pay for the bene- 1 
fits he receives. 7 
Mr. FRANCIS: If the escalator phases did not work, would there be no ~ 
bonuses after the transitional period? 


Mr. Berry: Not. to the same extent. 
Mr. FRANCIS: But would there be? 
Mr. BERRY: I cannot answer that. 


Mr. FRANCIS: I am trying to understand your concept, and I must confess . 
it is very difficult to understand it. : 


Mr. KILGouR: May I say a word at this point which might clarify the © 
issue? Most private employers in setting up plans set up past service benefits, — 
but very frequently they are somewhat less than future service benefits because — 
neither the employer nor the employee has been contributing. I would say it 


is entirely uncommon to set up past service benefits identical to future service — 
benefits. a 


Mr. FRANCIS: No, but there is something of an increment in respect of that q 
employee which comes as a windfall. 4 


Mr. Kiucour: And the employer regards his moral liability as being © 
identical. These people have worked for him during their lives, or the part of | 


> 
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their lives to which he has regard, and he is going to try to produce equitable 
treatment for each year they have been in his service. He gets presented with 


the total bill, and if he can swallow it he pays it off in ten years time, and in 
effect those people will have been treated entirely equitably. On the other 
hand, there is the escalator clause in the proposed public plan which means 
that these higher bonuses or windfalls for the higher salaried people will go 


on forever. 


Mr. FRANCIS: Only because of the escalation features after the transitional 
period. 


Mr. KiLtGour: I think I would be correct in saying that when the plan 


matures, if the benefit is not going to be changed, it could settle down to be- 
come an equitable plan if everybody stayed in the labour force. 


Mr. Luoyp: Mr. Chairman, I kind of like what Mr. Berry was trying to 
get at. I think you are trying to say, Mr. Berry, and I want to put it on the 
record to see if I got the message from you correctly, that in the government 
proposal the pension plan shall be designed on the basis that those enjoying the 
benefits will really derive them from the taxation of those still working, that 
is really what it is. 


Mr. Berry: Or who may never get the benefit at all, which I think is even 
more important. 


Mr. Luoyp: If you start such a plan and you say it shall not come into full 
payment of the beneficiary, say, for a generation, then most likely there would 
be no windfalls or bonuses as you describe them here. 


Mr. Berry: They would be minimal. 


Mr. Lioyp: But the fact that we want to start the plan at an earlier date 
means that those people who reach the age of 65 or 70 ten years from now will 
be paying less taxes for their ultimate benefit than would be the case of those 
who pay for a generation. 


Mr. Berry: It is such a large difference that this is not a very good way 
to put it to say that I am going to get a $12,000 benefit by paying $900 in taxes. 
It seems to me it does not quite give the right impression when you say “I pay 
less taxes than somebody else’’. 


Mr. Lioyp: You did agree—to take your own illustration—that in the next 


ten years so many members on your staff have such and such incomes. Let us 
assume they average 55 years of age now, and let us say each of them is liable 
to pay 1.8 per cent of $5,000, less the $600, which brings it to whatever the 


figure is, $79, a year. Let us say they pay this $79 for ten years. They will have 


- paid in $790. They are then entitled to 25 per cent for those escalations of $5,000, 


or $1,250. Let us say that there is a group of 45 year olds, not 55 year olds. 
They will be paying in double that amount of contribution or tax, whichever 
you care to call it, before they reach their right to receive the same proportion 
of benefits for their life expectancy. The issue really is that you are giving 


benefit to those who come in at an earlier date; you are giving them the op- 


portunity to get in with paying less $79 a year for the number of years you let 


them in. Is that not correct? 


Mr. Berry: No, sir. I am half way along to getting you to see what I am 


talking about. Let us take two groups of 10 people who are working at the 


present time, all of them 55 years of age: One group is making $5,000 or more, 


and one group is making $2,500. The first group will pay their $79.20 for 
(10 years. They will pay $792 a year and will get $1,250 for life the bulk of which 


- comes from taxation, some of which is raised from people who are never going 


_ to have the benefit. 
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Mr. Luoyp: Let us not get into the details. 
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Mr. Berry: This is very important. 


Mr. Lutoyp: Keep to your simple illustration; do not add these other side 
issues. 


Mr. Berry: I have these 10 people who are going to get $1,250 a year by 
paying $792. They have all made $5,000 a year or more. My other 10 people 
made $2,500 a year. They are going to pay in $396.25, and they are going to 
get $625 a year. You have therefore given the biggest bonus to the people who, 
- because they had the higher earnings, should not need it as much as the people 
who had the lower earnings. 


Mr. Luoyp: Do you not apply this principle in private pension plans? 
Mr. Berry: In private pension plans we do not have windfalls. 
Mr. Luoyp: It is their own savings. 


Mr. Berry: Each person or his employer pays for his own benefit. I think 
this is the principal confusion, Mr. Lloyd. 


Mr. Luoyp: I think we brought it out that there are two different philos- 
ophies in the approach to this problem. When you get into illustrations and you 
capitalize the benefits you tend to distort the two pictures. 


Mr. Berry: No, sir. In a private pension plan there is a direct relationship 
between the contribution and the benefit. In a public pension plan there is no 
such relationship, and therefore in one case the fact that I may receive a larger 
pension than the man who earns less than I is a horse of a different colour. I 
have paid for my benefit. However, in the public pension plan such as you are 
contemplating, because of the fact that there are large portions of the benefits 
which are not paid for by the individuals, you are giving free money and you 
are giving it to the wrong people. 


Mr. LLoyp: When we started the old age pension, Mr. Berry, in your ter- 
minology the people who first came to enjoy the benefits at that date received 
a bonus. 


Mr. Berry: They all received the same thing. This is the important point. 
Mr. CASHIN: They receive the same thing here also. 


Mr. Berry: You are missing what I think is the whole point. In the one 
case you have done your best to be equitable because you have given an even 
windfall or bonus to each individual. As a matter of fact it was a decreasing 
windfall with increasing income because of the effect of the income tax. In 
this case you are going to do entirely the opposite. You are going to increase 
the windfall with increasing income. It is completely wrong for this kind of 
program. 


Mr. Luoyp: Whether it is wrong or not is the problem of this committee. 
All we are doing here is to identify your argument. Very clearly you believe 
that under the publicly financed system the benefits of the plan are paid out 
of collections of tax revenues. All you have to do is to examine page 19 of the 
Financial Post and there you have the graph. After so many years it dips down 
below the line and then you will be in a position where you are in fact paying 
as you go. 


Mr. Berry: Yes, eventually, unless you change the contribution. 
Mr. LLoyp: So that for all practical purposes the Canada pension plan is in 


the long run, but not in the transitional period, a pay as you go plan. The bene- — 


fits will be paid from tax revenue designed to finance it. 
Mr. MONTEITH: What is the date of the Financial Post? 
Mr. LuLoyp: January 9. 


Mr. BERRY: I am afraid we keep sliding from one concept to another. 
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Mr. Luoyp: That is exactly right. My point is made. You have agreed with 
that in your criticism of this plan. 

Mr. Berry: You did not let me answer. You said that we come into a pay 
as you go program. I say that is true, but there is still no relation between the 
contribution and the benefit because the contribution is not coming from the 
people who are receiving the benefit. 

Mr. Luoyp: There is no question about it. 


Mr. MONTEITH: Madam Chairman, we will all be able to think more clearly 
tomorrow. 


Mr. CASHIN: I have a question left for tomorrow. 


The CHAIRMAN (Hon. Mrs. Fergusson): We will adjourn until tomorrow at 
10 o’clock. 
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APPENDIX A2 


REPLIES TO QUESTIONS RAISED DURING THE MORNING SESSION, 
DECEMBER 15, 1964, OF THE JOINT COMMITTEE ON THE CANADA ) 
PENSION PLAN : 


1. Question: Can recent data on government expenditures on health and 
social welfare in Germany, France and Sweden be added to the report “Com- — 
parison of Social Security Expenditures in Australia, Canada, Great Britain, 
New Zealand and the United States, Fiscal Years 1958-59 to 1962-63”, which was © 
included as Appendix ‘“X’’, on pages 604 to 611, in the proceedings of this © 
Committee? The most recent data for these countries contained in the report 
on The Economic Implications of the Canada Pension Plan (Appendix “S”, page 
410) were for the year 1957. 


Answer: One of the main difficulties in developing data of this nature for 
foreign countries is the problem of defining uniformly for purposes of comparison 
the concept of “social security expenditures”. This problem is accentuated when 
it is necessary to rely on the translation of rather technical terms, and when 
the required documents are themselves difficult to obtain. 

A publication of the International Labour Office entitled “The Cost of 
Social Security, 1958-1960”, which has been released only recently, uses a 
definition of social security expenditures which is reasonably close to that used ~ 
in the report included as Appendix “X’’. The figures in the following table have i 
been taken from this ILO study, and indicate the relative percentages of Gross © 
National Product spent on health and social welfare in Germany, France, Sweden 
and other countries in 1958, 1959 and 1960. For purposes of comparison, the 
figures given in Appendix ‘‘X” are shown in brackets. 


ee ee ee 


Social Security Expenditures as Per Cent of Gross National Product 
at Market Prices, 1958 to 1960, Selected Countries 


Country 1958 1959 1960 
GGEIMIAN Y ag vies sis gle C22 ties 16.7 16.1 
IPE ATICO BUG peso utee: joes 14.0 14.1 13.9 
LYS ye Ve En enema mee 12.6 13.0 Loe 
EW LIGIY Ue acta esata aia 12.4 $2.5 12.4 
New Zealand® 3.5 75 jens TPO) 13.0(12.3) 
United Kingdom* ..... ; 9.9 10.8( 9.8) 11.0(10.0) 
AIG AC eet ht tse ee 7.8 8.5( 8.4) 8.9( 8.5) 
SESUBALO anda oho aes ve 7.6(6/025) 7.9( 7.4) 
PINTER sorales. Fi Lire 5.9 6.5( 6.3) 6:3:¢ 6:3) 


* Data relate to fiscal year ending in the calendar year set out in the 
heading. 


Sources: International Labour Office, The Cost of Social Security 1958 tI 
1960, Geneva, 1964. 


Department of National Health and Welfare, Research and 
Statistics Division. . 


2. Question: On what earnings base would contributions be made in the 


year 2050 on the basis of your assumptions and what would the maximum 
pension be? . 
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Answer: Contributory Earnings Limits and Maximum Pension in 2050 


Assumed Rate of Increase 
in Average Earnings 
3% perannum 4% per annum 


Contributory Earnings Upper Limit .......... $ 51,700 $ 106,708 
Contributory Earnings Lower Limit .......... 6,204 12,805 
Maximum annual amount of pension .......... 12,552 25,664 


Note that the amounts of the earnings limits are not in even hundreds of 
dollars as required by the terms of Bill C-136. However, they are in accordance 
with the assumptions used for the actuarial estimates as requested. 


708 JOINT COMMITTEE 


APPENDIX A3 


THE CANADIAN LIFE INSURANCE OFFICERS ASSOCIATION 


Office of the President 
DECEMBER 31, 1964 


To the Co-Chairmen and Members of the Special 
Joint Committee of the Senate and House of 
Commons on the Canada Pension Plan 


Dear Mesdames and Sirs: 


The Association’s submission to your Joint Committee is attached. We 
hope that the views and information in it will be of use to the Committee. 

A complex proposal like the Canada Pension Plan raises many questions. 
In our view the following are important: 


1. Have Canadians through their government 
—a greater obligation to the future aged than to the present aged? 
—a greater obligation to older persons who had above-average 
earnings when working than to older persons who had smaller 
or no earnings? 
—a greater obligation to women widowed during and after 1969 
than to women widowed before 1969? 


2. Is it wise to introduce a Plan, involving taxes equal to a 23% increase 
in personal income taxes, without first investigating what welfare 
needs are greatest? 


3. Could the Plan be maintained in its proposed form without major 
overhaul because of its inequities? 


4. Is it right to embark on a plan that assumes a future government 
would be willing to increase the payroll tax without increasing 
the benefit scale? 


5. Would the indexing of benefits have inflationary effects and would 


it be possible to resist pressures for the indexing of other govern- 
ment obligations? 


Approval of the proposed Canada Pension Plan would imply affirmative 
answers to each of these questions. The reasons why the Association believes 
they cannot be so answered are set out in the attached submission. 


Respectfully submitted, 
H. L. Sharpe, 


President. 
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THE CANADIAN LIFE INSURANCE OFFICERS ASSOCIATION 


Submission to the Special Joint Committee of the Senate and 
House of Commons on the Canada Pension Plan 
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J, INTRODUCTION 


1. The Canadian Life Insurance Officers Association consists of 102 Cana- — 
dian, United States, British and other European companies. These companies — 
have in force 99% of the life insurance business in Canada (excluding fraternal 
insurance) and serve 10 million policyholders. 


2. The provision of pensions and annuities represents about one-quarter of © 
the business of these companies in Canada. Also, the proceeds of most life — 
insurance contracts can be used for retirement income. 


3. The pension plans which the life insurance companies administer cover 
about one-quarter of the number of Canadians in all private plans. Plans ad- 
ministered by trust companies, the federal Government Annuities Branch and 
employers themselves cover the remainder. 


4. The life insurance companies have had long experience in the provision 
of retirement, death and disability benefits. They have qualified officers and 
staff able to assess the long-term as well as the short-term problems in this 
field. 


5. The life insurance companies proposed to a similar Joint Committee in 
1950 a program of universal benefits for the aged like that later adopted. They ~ 
believe their views assisted that Joint Committee and hope that this submis- — 
sion will be similarly helpful. 


6. Since 1958 the Association has advocated the provision of universal 


basic benefits both to widows and to the permanently disabled with dependent 
children. 


II. SUMMARY 


7. The life insurance companies contend that the proposed Canada Pension ~ 
Plan is a poorly-designed welfare measure. They believe that adjustments in, ¥ 
and additions to, the present Old Age Security program would meet the needs 
of Canadians more satisfactorily and more economically. . 


8. The essential differences between the Old Age Security program and 
the proposed Canada Pension Plan are: 


(a) When the Old Age Security program was introduced everyone age ’ 
70 and over received benefits. The Canada Pension Plan would pro- 
vide nothing for to-day’s aged. 


(b) Old Age Security provides benefits for everyone reaching a stated — 
age. The Canada Pension Plan benefits would be based on earnings ~ 
and Canadians not in employment and those with low earnings would ~ 
receive nothing. 


(c) Old Age Security benefits are the same for everyone. The Canada — 
Pension Plan benefits would rise with earnings and thus provide the — 
most for those least in need. 


(d) Old Age Security creates bonuses for the needy in that the special | 
taxes they pay to support Old Age Security are less in value than the © 
benefits they draw. The Canada Pension Plan would provide the © 
largest bonuses to those with the highest pensionable earnings. 


These differences arise from the basic misconception that an earnings-related _ 
plan can be the most satisfactory welfare measure for Canada. It cannot be. Such © 
a plan cannot be universal and its benefits cannot be geared to the needs of the — 


aged because these needs are normally greater for those persons whose earnings — 
were the least during their working years. 
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9. The Canada Pension Plan approach compares unfavourably with the Old 


Age Security approach in a number of other respects: 


(a) The cost of this year’s Old Age Security benefits can be, and is, paid 
for from this year’s taxes. Canadians and their government know 
exactly where they stand and are not leaving deficits for succeeding 
generations. The Canada Pension Plan financing would involve a 
pushing forward of costs from generation to generation. 

(b) The structure of Old Age Security is clear and simple and the effect 
of proposed increases in benefits or adjustments of the commencement 
age are readily discernible. The Canada Pension Plan’s proposed 
structure is very complicated and would be bound to become un- 
stable. Pressures to use the fund to fill in the gaps in the Plan’s cover 
would certainly develop. If these succeeded, the fund would have to 
be rescued by an increase in the payroll tax. 

(c) The administration of Old Age Security is simple. In contrast, the 
administrative problems for the Canada Pension Plan would be sub- 
stantial. 

(d) Integration of Old Age Security and private pension plans is 
straightforward. Integration of the Canada Pension Plan and many 
of the private plans would be complicated. 


10. Among the economic implications of the Canada Pension Plan, one of 
the most serious is the precedent that would be set by the indexing of benefits. 
Surely the adoption of this principle would be an open admission that inflation 
may not be controllable. 


11. Finally, the addition of the Canada Pension Plan to Old Age Security 
would result in nearly one-half of the population having little incentive to 
supplement by private saving the retirement income to be provided by their 
government. This would be a large scale surrender of individual initiative and 
responsibility. 


12. These points are developed in detail in this submission and an alter- 
native to the establishment of the Canada Pension Plan is proposed. 


III. MAIN FEATURES OF THE CANADA PENSION PLAN 


13. The Association’s comments on the main features of the Plan, as 
described on page 7 of the White Paper, are set out briefly in this Section. 


Coverage 


“The Plan is comprehensive in the sense of covering as many people as 
is practicable.” 


‘ 14. In this sentence the White Paper discloses the essential difference in 
coverage between the Canada Pension Plan and Old Age Security. Because it 
is earnings-related, the Canada Pension Plan cannot be universal and many in 
the groups not covered are the least fortunate in the community. 


15. These groups include: 


—persons whose earnings are less than $600 a year (or $800 in the case 
of self-employed) 


—persons presently unemployed 

—persons in “excepted employment” 
—persons not in receipt of cash remuneration 
—persons now aged, widowed or disabled - 
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There would appear to be about one million Canadians in the first four cate- 
gories; many of these have dependents who also would not benefit from the 
proposed Plan. There would be another million in the fifth category.* 


16. The fundamental aim of a compulsory social security measure should 
be to provide protection for persons who specifically need help or for everyone 
in a population group where need is widespread. 


Amount of Benefit 


“It is not intended to provide all the retirement income or survivors’ 
income which many Canadians wish to have. This is a matter of individ- 
ual choice and, in the Government’s view, should properly be left to 
personal savings and to private pension plans... The purpose of the 
Canada Pension Plan is to make reasonable minimum levels of income 
available at normal retirement ages, and to people who become disabled, 
and to the dependents of people who die. There will be scope for the 
continuation and extension of private pension plans to provide benefits 
over these minimum levels.” 


17. Old Age Security now provides a comparatively high “minimum level(s) 
of income’. Government benefits in few other countries are as high in relation 
to per capita gross national product. In these terms the average benefits now 
being paid to the aged in the United States and the United Kingdom are three- 
quarters of Canada’s $75 benefit. Even if the benefit increases proposed recently 
in the United States and United Kingdom were in effect, the present Canadian 
Old Age Security benefit would still be significantly higher. 


18. Putting the benefits of the proposed Canada Pension Plan on top of 
Old Age Security would result in substantially larger retirement benefits in 
Canada than in the United States. Chart 1 compares the “mature” benefits 
proposed in the United States and Canada. 


19. The White Paper refers to the objective of leaving scope for private 
saving. The retirement income that would be available to a married couple 
from Old Age Security and the proposed Canada Pension Plan would represent 
a substantial proportion of pre-retirement income (see Appendix 1). Nearly 
one-half of the families in the nation would feel little incentive to save for 
their own retirement. 


* These figures are for the whole of Canada. 
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PROPOSED GOVERNMENT RETIREMENT BENEFITS AS PER CENT 
OF CURRENT PER CAPITA GROSS NATIONAL PRODUCT 
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EACH PERSON IN A MARRIED COUPLE SINGLE PERSON 
(ONE GETTING GRADUATED BENEFIT ) 


The chart relates to the minimum and maximum benefits for a single 
person and a married couple in which one qualifies for a graduated benefit. It 
is assumed in the case of the Canadian couple that both take Old Age Security 
at the same age. In the case of the United States program it is assumed that 
changes proposed last summer are in effect; a number of years would elapse 
before U.S. beneficiaries would qualify for the maximum benefits shown. The 
chart also assumes no adjustment in the Canadian benefits for price increases 
or in the U.S. or Canadian benefits for changes in the benefit formulae. 

A retirement test applies to the U.S. benefit up to age 72 and would apply 
to the Canadian graduated benefit up to age 70. 


20. The impact of the Plan where a generous pension plan exists is 
illustrated by the proposed scale of government and employer-employee benefits 
for federal civil servants, as described by the Parliamentary Assistant to the 
Minister of Finance in the House of Commons on November 18, 1964 (Debates, 
page 10233 et seq.). Assuming a man earns $5,000 a year in 1966 and that his 
earnings go up with the indexed earnings ceiling of the Canada Pension Plan, 
on retirement at age 65 it appears that he and his wife (if the same age) would 


receive: 
Total Pension 


Retirement Years of Benefits as % of 
Date Service Final Salary* 
gan! +1, 1976 35 111% 
Jans 12.1876 20 82% 
Jan. 1, 1986 35 97% 
Jan. 1, 1986 20 710% 


* Pension benefits in this Table include: Old Age Security, proposed Canada Pension Plan 
and “integrated’’ public service superannuation benefits. 
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The percentages would be lower if he earned more than asumed; higher if he 
earned less. Your Committee will wish to confirm that the above figures are 
correct. If they are, there would appear to be little scope for individual saving 
for retirement in these cases. 


21. The addition of the Canada Pension Plan to Old Age Security goes 
far beyond the objective of establishing “minimum level(s) of income” at 
retirement and leaves little scope for private saving in the pensionable earnings 
area. The Canada Pension Plan would extend the government’s role to the 
point of producing relatively large pensions for many people while ignoring 
the pressing needs of others. 


Commencement Age 


“The present minimum provided in Canada is the old age security 
benefit of $75 a month from age 70, but many people are unable to go on 
earning until they reach age 70.” 


ee al _— 


22. The Association agrees that this is a problem and recommends that, 
when the economy can afford it, full Old Age Security benefits should be made 
available earlier than age 70 on an appropriate basis (see Section VII). 


Type of Benefit 


‘““Adequate levels of pensions cannot be realistically achieved, in a country 
like .Canada, simply by increasing the flat-rate pension. Living costs 
vary greatly between town and country, and between different regions of 
Canada. What people need, if either retirement or the death or disable- 
ment of the head of the family removes their regular income, is related 
in part to the level of earnings to which they have been accustomed.” 


a es 


——— 


23. The key words are “what people need’. Presumably it is “unmet” 
needs to which reference is made, i.e., those that cannot be met from a person’s 
own resources and the present Old Age Security benefit. As shown in Appendix 
2, the Dominion Bureau of Statistics has some information that seems to suggest 
that unmet needs vary inversely, rather than directly, with the level of pre- 
retirement income. 


24. Does the Canada Pension Plan fit unmet needs? One example in the 
Actuarial Report shows that a person earning $5,000 or more would receive 
an annual benefit of $1,356 from the Plan. However, to a person earning $2,500 
the government would say in effect: ‘You are entitled to only half as much 
and shall have $678.” Surely this is ‘“‘upside-down welfare’, particularly when 
only a small fraction of the benefits would have been paid for (see paragraph 
29). Higher-income persons are better able to build up their own resources — 
for retirement than lower-income persons. 


iy 


25. The fact that living costs vary to some degree in different parts of 
Canada does not justify an earnings-related program. The differences in pen- — 
sionable earnings within any given community are far wider than the differences _ 
in living costs among communities. Old Age Security narrows income differences _ 
whereas the Canada Pension Plan would widen them. No government plan ~ 
should have this latter effect. 


IV. THE PLAN’S BENEFIT STRUCTURE AND WELFARE ASPECTS 


The Needs é 


26. Among those in need is a large proportion of the present aged, as well — 
as both widows and disabled persons with dependent children now in their care. _ 
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g 
- Amongst the present aged, available evidence indicates that those who have 


been retired for some time are more in need than those newly retired. Persons 
now retiring appear to be more in need of help than those who will be retiring 
in ten years or more. In the main, persons not in employment and those with 
low earnings are least able to keep up with rising standards of living. Some 


information and comments regarding the above patterns of need are set forth 


in Appendix 2. 
The Proposal 


27. The salient characteristics of the proposed Canada Pension Plan are: 


—no benefits to to-day’s aged 

—no benefits to those now disabled, widowed or orphaned who are 
unable to enter the Plan 

—the biggest benefits for the minority who earn $5,000 a year or more 

—the smallest benefits for workers with low or spasmodic income 

—no benefit credits for persons earning less than $600 (or $800) a 
year or for their dependents 

—the biggest benefits for workers ten years or more from retirement 
when the Plan commences 

—smaller benefits for workers less than ten years from retirement — 
when the Plan commences 

—after the transition period, the smaller benefits to those longer in 
retirement; for example, a person in retirement would get a smaller 
benefit than a person just retiring even though their pensionable 
earning records were identical (because benefits being paid would 
be linked to prices and new awards would be linked to average 
wages which normally rise faster than prices) 


Further details are given in Appendix 3. 


28. The Plan is termed a “contributory” program and this may lead many 
people to believe an individual would get out of the Plan the value of his 
“contributions” plus interest. In fact, there would be only the most indirect 
relationship between a person’s benefit and the tax paid in. 


29. To illustrate the lack of relationship, an individual taxed during the 
first ten years of the Plan and then retiring at age 65 or over would draw a 
benefit with a value of at least nine times the total tax paid by him and on his 
behalf, accumulated with interest. As a specific example, the seven members of 
the Officers’ Committee of the Association would, on the average, receive retire- 
ment benefits valued at 9.8 times the total taxes paid in with interest; the value 
of the benefits would exceed the taxes plus interest by more than $77,000. 


30. The largest of these unpaid-for benefits are directed to persons with 


the highest incomes. For instance, in the second decade of the Plan a bonus* 


of $115 would be paid each month to a retired person whose earnings had been 
at or above the pensionable maximum, $59 to a person whose earnings rate 


had been $50 a month or less. 


31. These bonuses would not necessarily be a temporary characteristic of 
the proposed Plan. If Canada’s current rate of progress were to continue in- 
definitely, the amount of the bonuses and the disparity of treatment as between 
above-average and lower income groups could become greater from year to 


year. As an illustration, in the year 2013 the Plan could be paying each month 


* By “bonus” is meant the value of the pension not paid for by taxes collected from the 


pensioner or his employer, plus interest. 


= 
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a bonus of $208 to a person whose earnings had been at or above the pen- 
sionable maximum for most of his working life and $114 to a person who had 
earned half the maximum (see Appendix 3, paragraphs 9 to 13). 


32. The possibility of bonuses in perpetuity has all the wonderful attrac- 
tions of a chain letter. As long as the present growth rates of the population, 
the employed labour force and wages continue, the time of reckoning can be 
deferred indefinitely. However, a slowing down of these growth rates could 
quickly bring on that time of reckoning. Any such slowing down could under- 
mine the whole structure of the Plan because much higher payroll tax rates 
would be necessary to continue promised benefits to existing pensioners. These 
higher tax rates might be required at the very time a tax cut would be desirable 
to stimulate the economy. 


The Proposal in Relation to Needs 


33. The benefit structure of the proposed Canada Pension Plan is com- 
pletely inconsistent with the patterns of need set out in paragraph 26. The 
Plan would fail to help those most in need. Conversely, it would favour certain 
persons with above-average incomes, the very people who should be in the 
best position to build up their own retirement and other resources and who 
are likely to be least in need. These are permanent features of the proposal. 


34. Moreover, the Plan appears to be based on the assumption that govern- 
ment has a greater obligation to persons who happen to be age 65 or younger 
at the outset of the Plan than to persons who are older. In fact, by 1976 two 
of every three Canadians then age 65 and older would be getting no benefits 
from the Plan. Of the others, only 1.5% would be receiving the maximum 
benefit and 32% would be receiving less than the maximum (see Chart 2 and 
Appendix 3). 


35. The prospect of receiving large bonuses in 1976 is disturbing to the 
Association’s Officers and should, in their view, be equally disturbing to all 
thoughtful Canadians. No one in a position to save for his own retirement 
should look with equanimity on the fact that he would receive bonuses from a 
Plan that would provide nothing for the majority of Canadians in retirement. 


36. The pattern of benefit payments should be studied for other years in 
addition to 1976. It would be helpful to have, at the minimum, a survey by the 
Actuary for 1971, 1981 and 1986, as well as for 1976, of the numbers who would 
be receiving no benefit, benefits of 0-$50 per month, $50-$100 per month, 
$100-$150 per month and over $150 a month. The survey should also include 
a calculation of the bonuses receivable by various income categories in these 
years. 


37. In the Association’s view, social justice should be the criterion of a 
government welfare plan. The Plan should help most. the least fortunate mem- 
bers in the community. So long as there are groups in the community obviously 
in need of welfare help, a system of graduated pensions involving misdirected 
bonuses should not be established because such a system would discriminate 
against the least fortunate. Such a system represents a reversal of the tradi- 
tional patterns of progressive taxation and redistribution of incomes. 
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CHART 2 


BENEFIT STRUCTURE OF PROPOSED CANADA PENSION PLAN 
AT THE END OF 1976 


PER CENT OF 1,880,000 CANADIANS AGED 65 AND OVER 
WHO ARE RETIRED AND RECEIVING BENEFITS* * 


1.5% GETTING SII9* 
A MONTH 


32% 
GETTING 
AVERAGE 
BENEFIT 
OF $45* 
| MONTH 


aon ELAN 


* ASSUMES PRICES RISE 2% PER YEAR 
** INCLUDES QUEBEC 


38. The Old Age Security program involves unpaid-for benefits but the 
largest of these go to the least fortunate. Welfare extensions consistent with 
this principle and more rational from the standpoint of fair treatment and need 
and universality than the proposed Canada Pension Plan are set out in more 


detail in Section VII of this submission. 


V. THE INSTABILITY OF THE PLAN 


The Objective 
39. Since government welfare programs, once begun, are seldom with- 


drawn, it is essential that their structure be sound and enduring. 


21731—6 
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The Proposal | | | . } 


40. How would the Canada Pension Plan stand the test of time? The start-_ 
ing assumption is that benefits would be paid only to ‘‘contributors”’ who retire 
after the Plan begins. Two consequences flow from this: 


(a) The proportion of the retired population receiving benefits would 
go on increasing for many years. In a very real sense the transition _ 
period would be about 35 years. During this period the benefit load 
which the working population must bear would increase from nil 
to large amounts. This can be illustrated from Tables 3, 7 and 11 of 
the Actuarial Report as follows: 


Percentages of Contributory Earnings Required to Provide Benefits 
and Expenses—Intermediate Cost Estimates 


Using an Assumed Rate of Increase 
in Average Earnings of 


3% per annum 4% per annum 
Year 
1970 68% 67% 
1975 2.20% 2.14% ; 
1980 3.61% 3.40% 
1990 9.15% 4.69% j 
2000 5.46% 4.88% z: 


(b) The increasing benefit load presents a problem in setting the rate of 
payroll tax. The 3.6% rate that has been chosen would solve the 
problem only for a relatively few years. 


41. The Actuarial Report forecasts that the government will be confronted 
with a dilemma in the 1980’s. To maintain the benefit schedule, the payroll tax 
would have to rise or the fund be reduced. The second alternative would involve 
requiring the provinces to repay the monies loaned to them. This could happen 
at an awkward time for the provinces. In any event, the reduction of the fund 
would lower the interest income of the Plan and make a tax increase inevitable. 


42. To solve the dilemma of the 1980’s by an increase in the tax rate would | 
put the government under pressure to liberalize benefits. This would build up — 
the Plan’s future commitments and repeat the pattern of the increasing benefit 
load. Under the Social Security system in the United States the contingency fund 
has gradually dwindled relative to the benefit load and the stage has now been — 
reached where any extension of benefits involves an immediate increase in the. 4 
tax intake over and above the scheduled rise in the tax rate to 93% in 1969. — 
This history of rising taxes would inevitably be repeated in the case of the 
Canada Pension Plan. 


43. The government might well face this dilemma long before the 1980’s. zl 
It would soon be generally realized that many of the aged and the needy would 
never qualify for the Plan’s bonuses and that a huge fund was being built up . 
for others. This would result in demands for more widespread benefits. This _ 
recent Committee of Inquiry into the Unemployment Insurance Act, for ex- — 
ample, observed how the very existence of a large public fund led to benefit — 
liberalizations. 


44. Some participants in the Plan might themselves exert pressures for a 


higher benefits and hence higher bonuses. Because these misdirected bonuses — 
could be a feature of the Plan indefinitely (see paragraph 31), the pressures | 
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would arise again and again. This defect has been avoided in the intted King- 
dom graduated scheme where no bonuses are provided and has been minimized 
in the United States Social Puan program where the benefit formula is 
weighted against higher earnings.* 


45. The complexity of the Plan would in itself contribute to the pressures 
for change. Few contributors would understand the lack of relationship between 
an individual’s payroll tax and benefits or the extent of the differential. 


The Proposal in Relation to the Objective 


46. Because of the widespread dissatisfactions, misunderstandings and irre- 
sistible pressures for greater benefits, it would appear that the proposed Plan 
simply could not continue for long without extensive changes. The Association 
questions the propriety and wisdom of launching an inherently unstable Plan. 


47. In sharp contrast, there is no inherent instability in the structure of the 
Old Age Security program. 


VI. Economic ASPECTS OF THE PLAN 
The Objective 


48. It is imperative that any new welfare measure not impair economic 
vitality and productivity. As stated by Mr. Graham F. Towers, former Governor 
of the Bank of Canada, “we must avoid the trap of trying to do something for 
the individual and failing because it did not work out satsfactorily for the 
country as a whole’’. 


Tax Priorities 


49. The proposed payroll tax would fall on three-quarters of a million? 
Canadians not now paying personal income tax. These new taxpayers would be 
the people qualifying for the smallest benefits. 


50. By ignoring the personal and dependents’ exemptions and reaching down 
to lower incomes, the government is tapping what the Canadian Tax Foundation 
has described as the only major revenue producer left at the federal level. 
In the first years of the Plan’s operation the tax would average more than $600 
million a year for Canada as a whole, about 10% of the total tax revenue of the 

federal government in 1963-64. This is the equivalent of a 23% increase in per- 
sonal income taxes. To raise $600 million through the corporate income tax 
would require an increase in the effective rate from 37% to 51%; to raise it 
through the federal sales tax would require an increase in the rate of about 15%. 


51. These new taxes are additional to the $1 billion cost of existing programs 
for the aged. The cost of the present and proposed programs together would 
equal a 10% payroll tax on pensionable earnings between $600 and $5,000 a 
“year. This initial cost would increase. 


52. The proposed new tax burden raises the question of priorities for 
government spending. Should Canada launch a costly additional pension plan 
or any other welfare plan when there is a need to look after the present aged 
and to devote vast amounts of money to improve education and research? The 
Chairman of the Economic Council of Canada estimates that Canada’s scientific 
_and technological skills are 25 years behind those of the United States and our 


lh 


i *Under the United States Social Security program relatively higher benefits are paid 
to covered taxpayers with low earnings than to those with high earnings. Also, benefit calcula- 
tions are influenced by lower previous ceilings on earnings. 

_ ¥ This figure is for the whole of Canada. 
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economic development ten years behind the rest of the western world. It is 
widely agreed that higher education and more specialized vocational training 
are necessary to solve the more persistent problems of unemployment and 
human adjustment to automation. 


Inflation 


53. The proposed Canada Pension Plan employs indices to determine pen- 
sion benefits. This has grave implications. Indexing pensions could lead to an 
indifference to inflation. Indeed, large sections of the community would think 
they were sheltered in part from continuing inflation and would develop a vested 
interest in it while other sections would be left to carry an unfair share of the © 
burden. | 


54. As time goes on and graduated pensions become available to an ever- — 
widening segment of the population, there would likely be demands to extend — 
indexing. There have already been examples of this. Some earlier versions of © 
the Plan called for indexing the benefit calculation at retirement but not after. — 
Later, provision was made for indexing after retirement as well as before. Now — 
indexing is proposed for Old Age Security. This has already prompted one © 
provincial Premier to discuss the indexing of Old Age Assistance and an organ- — 
ization of civil servants to propose indexing of their pensions. Soon there could 
be demands for indexing other government commitments, for example, Canada — 
Savings Bonds, government annuities and so on. In Sweden, where indexing of — 
graduated pensions was introduced in 1960, a goverment study group recently 
came out in favour of the indexing of government bonds. 


55. Loss of faith in money as a store of value could ultimately destroy 
the incentive to invest money at interest with a consequent serious reduction ~ 
in personal saving by Canadians. Since the report of the Department of Finance 
on “Economic Implications of the Canada Pension Plan” does not deal with — 
this point it is strongly urged that your Committee and others, including the © 
Economic Council of Canada, give it intensive study before the proposed ~ 
Plan is approved. 


56. In making these comments on indexing the Association is not opposed — 
to appropriate adjustments of the Old Age Security benefit to keep the floor of — 
protection for the retired population in line with the standard of living of the 
working population. This could be done by the formation of an advisory com- ~ 
mittee, such as has been proposed in connection with the Canada Pension Plan, — 
charged with assessing regularly (i) the economic status of the aged in rela- © 
tion to the work force as the basis for adjustment of the Old Age Security — 
benefit and (ii) the priority of all social welfare needs in Canada. 


Private Savings for Retirement 


57. Pension plans are of course not the only way of saving for retirement. — 
Other important forms are the ownership of businesses, farms, homes, in- — 
surance, annuities and registered retirement savings plans. Thus, in a pros- | 
perous economy, a large proportion of Canadians will have resources to take ~ 
care of them in their retirement years. It would appear that the financial 
position of Canadians at retirement has improved materially in recent years. 


58. The White Paper seems to minimize the very substantial problems of 
integrating private pension plans with the proposed Canda Pension Plan. The — 
disturbance would be greatest for the older and more liberal pension plans, — 
the ones that have done the most for their members. The problems of integra-_ 
tion would be made more difficult by the short transition period of 10 years, | 
the indexing and the $600 earnings exemption in the government Plan. In the 


gg 
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five European countries that have indexed their initial pension formulas, the 
government program has driven private plans out of the pensionable earnings 
area. . 


59. It has been said that Social Security in the United States has not 
inhibited the growth of private pension plans. When Social Security was 
introduced private plans were few and far from liberal. Also, there is today 
greater room for expansion of private plans in that country than there would 
be in Canada if the Canada Pension Plan is adopted because the benefit scale 
in Social Security is not as high as the combined benefits under Old Age 
Security and the proposed Canada Pension Plan. United States experience is not 
a guide to the probable impact of the proposed Canadian plan on private pen- 
sions. 


60. Many of the private pension plans in Canada cover the employees 
of large, unionized firms. Cutting back the private pension expectations of this 
important part of the labour force could be a cause of serious contention in 


labour-management negotiations. 


Matters for Further Study 


61. The Economic Report of the Department of Finance became available 
as this submission was being prepared. Some preliminary observations of the 
Association are: 


(a) The Report makes no assessment of the effect of the new tax burden 
on priorities for government spending (see paragraphs 49 to 52). 

(b) The Report does not deal with the inflationary implications of the 
indexing of pensions (see paragraphs 53 to 56). 

(c) The Report discusses several effects of the reduction in personal 
savings. It does not discuss the effect of the reduction on Canada’s 
ability to repatriate ownership of foreign-owned enterprises. Funds 
for this purpose originate mainly through the accumulation of per- 
sonal savings rather than from business saving or from govern- 


ments. 
(d) The Report compares contributions to the Plan with “personal 
saving’, “business saving” and “national saving’. It appears that 


the figures for contributions and “personal saving” are “net” but 
the figure for ‘‘business saving” is “gross”. If this is so, ‘‘national 
saving” has a large “gross” component and some estimate of the 
effect of using ‘‘net” figures throughout the comparisons would be 
desirable. 

(e) The Report states that the contributions to the Plan are moderate in 
relation to annual increases in labour costs. Control of production 
costs in an economy as dependent as Canada’s on international 
trade, and one with a chronic deficit in its balance of international 
payments, is a prime essential. Most workers depend for their jobs 
on export industries and secondary manufacturers competing with 
imports. 

(f) The Report lists the proportion of social welfare payments to gross 
national product in several countries. Having regard to our close 
economic ties with the United States and the magnitude of our 
trade and balance of payments deficit with that country, comparison 
with it would appear to be more important than with other 
countries. 


It appears to the Association that further study of these points would be de- 
sirable to assist in your Committee’s deliberations. 
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VII. RECOMMENDATIONS 


62. The following are the Association’s suggestions for amendment of ‘hel 
Old Age Security program. The amended program would, in the Association’. sq 
view, serve Canada better than the proposed Canada Pension Plan. a 


63. The commencement age and the level of the Old Age Security benefit | 
can, and should, be adjusted as the needs of the aged require and as the 
resources of Canada permit. The proposal in Bill C-136 to lower the com-_ 
mencement age to 65 is welcomed by the Association. However, a higher 
minimum than $51 a month can be justified for persons who have retired from — 
employment. One way to assist in meeting the needs that exist would be to 
provide the following benefits, subject in each case to a retirement test before 
age 70: q 
(a) $75 a month benefit at age 65 to all single persons; 
(b) $75 a month at age 65 to a husband whose wife is under 60; and! 7 
(c) $125 a month jointly to a husband and wife if the husband is age 

65 or over and the wife is age 60 or over, subject to a reduction to 
$75 on the death of either spouse; the $125 to increase to $150 when 
the wife reaches age 70. | 4 


64. The importance of these proposals can be seen by applying them to 4 
the case of a married man approaching retirement at age 65 whose wife is age 
63. This couple would receive the following Old Age Security benefits under the 
present program, the option in Bill C-136 and the Association’s proposals i 
paragraph 63: a. 

Monthly Old Age Security Benefits 


Option in Bill C-136 Association 


Age Taken at 70 Taken at 65 Proposal 

65 0 $ 51 $125 

66 0 51 125 

67 0 102 : 125 

68 0 102 125 

69 0 102 $25 

70 $ 75 102 yas) 

(a 75 102 125 4 
72 (and 150 102 . 150 k 


subsequent years) b 
65. Under the Association’s proposal the financial adjustment for this 
couple at the husband’s retirement would be much easier than under either 
the present basis or the new option. 4 
- 
66. For a single person retiring at age 65 the comparison would be as 
follows: 


Monthly Old Age Security Benefits 
Option in Bill C-136 Association 


Age Taken at 70 Taken at 65 Proposal 

65 0 ea | Sere 

66 0 51 75 

67 0 51 1¢s, 

68 0 51 75 

69 0 Wi %D 

70 $ 75 AL 15 

71 75 51 re 

72 (and 75 Bt 75 53 
subsequent years) i: 
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67. These changes in Old Age Security benefits would cost, the Association 
estimates, an additional $300 million a year for Canada as a whole. This could 
be met by an adjustment in the present 4-3-3 tax formula or by a payroll levy. 
If financed by such a levy the rate would be considerably less than the 3.6% 
rate in Bill C-136; it would probably be under 2%. 


68. There is another type of adjustment the Association has considered but 
has not explored fully. It would involve stepping up the flat benefit by attained 
age, e.g., raising the $75 at age 70 to $80 at age 75, $85 at age 80, $90 at age 85 
and so on. In the case of a great many older Canadians it is apparent that not 
only do their resources decline with increasing age but their living expenses 
rise. The decline in resources often results from the necessity to consume 
capital to augment income. The increase in expenses frequently results from 
illness or special care. 


69. Some information indicating that incomes decline with age has recently 
been developed by the Dominion Bureau of Statistics. More information is still 
needed, however, to determine the best pattern for an age adjustment (see 
Appendix 2). The Association recommends that this be obtained because if it 
supports the views herein expressed an important improvement could be made 
in Old Age Security at a relatively modest cost. For instance, the current cost 
of the adjustment described in paragraph 68 would be less than $60 million 
a year. 


70. For some time the Association has advocated the provision of universal 
basic benefits both to widows and to the permanently disabled with dependent 
children. It believes that the provision of these through the proposed Canada 
Pension Plan is subject to the same criticisms as have been made of the retire- 
ment benefits in that Plan. Tying benefits for widows and the disabled to an 
earnings record would fail to meet the principal needs that exist. 


71. The proposal the Association has made is that larger Family Allowance 
benefits be paid for children in families where the father has died and the 
mother has not remarried or where the father is totally and permanently 
disabled. The present Family Allowance benefits of $6 for children under 10 
and $8 for those age 10 to 15 could be increased on the death of the father to, 
say, $30 and $40 at an approximate annual cost of $35 million. The same 
increase in benefits for the children of totally and permanently disabled fathers 
would cost from one-third to one-half this amount. The Youth Allowances 
introduced in July, 1964, could be handled in the same way for a modest 
additional annual cost. 
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Appendix 1 


COMPARISON OF RETIREMENT INCOME FROM FEDERAL 
GOVERNMENT PLANS WITH ACTIVE INCOME 


Hussanp—WIre FAMILIES 
(Wife assumed same age as husband) 


Percentage of 


Expected Retirement Income from Government (Note 1) Non-Farm Families 
———— —__ in Canada with 
Family At age 65 At age 70 Family Income at 
Earned — A Fs — . Ss tated Level or 
Income O.A.S. CLPee: Total O.A.S. CAPor: Total Lower (Note 2) 
1,200 1,224 300 1,524 1,800 300 2,100 7% 
(127%) (175%) 
1,800 1,224 450 1,674 1,800 450 2,250 10% 
(93%) (125%) 
2,400 1,224 600 1,824 1,800 600 2,400 14% 
(76%) (100%) 
3,000 1,224 750 1,974 1,800 750 2,550 19% 
(66%) (85%) 
3, 600 1,224 900 2,124 1,800 900 2,700 25% 
(59%) (75%) 
4,200 1,224 1,050 2,274 1,800 1,050 2,850 32% 
(54%) (68% ) 
4,800 1,224 1,200 2,424 1,800 1,200 3,000 39% 
(51%) (638%) 
5,000 1,224 1,250 2,474 1,800 1,250 3,050 42% 
(49%) (61%) 


Notes 1: These columns indicate the family’s government pension expectations. They show the present 
and proposed government benefits (‘‘matured’’ but not indexed) for various levels of family earnings. 


Norz 2: This column provides a rough measure of the proportion of families at or below the various 
earning levels in 1967. Percentages were obtained by adjusting data from 1961 Census (Table C10, 
Bulletin 4.1-3) to 1967 on the assumption that incomes increase at the annual rate of 4%. The percentages 
in this column would likely be higher if the Census information permitted the exclusion of unearned income 
and the inclusion of the relatively low income of farm families. It is likely that the percentages would be 
higher for persons not in husband-wife families. 
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Appendix 2 


Patterns of Need Among the Aged 


1. This Appendix elaborates on the patterns of need set forth in para- 
graph 26 of the submission. 


Observation: “Among those in need is a large proportion of the present 
aged...” 


2. Need is determined by three factors: living costs, resources and in- 
comes. 


3. Little is known about the living costs of older, relative to younger, 
people in Canada. 


4. As to resources, the Dominion Bureau of Statistics has established that 
elderly people are likely to hold more assets and to be less in debt than 
younger people and more likely to own their own homes (“Incomes, Liquid 
Assets and Indebtedness of Non-Farm Families in Canada, 1958’). 


5. Statistics on incomes of the aged were presented in the submission of 
D.B.S. to the Special Committee of the Senate on Aging (Committee Proceed- 
ings, October 22, 1964). The figures were gathered in conjunction with the 
1961 Census for a large number of families and individuals not on farms and 
not in institutions. 


Individuals Age 65 and Over 
1961 Income from All Sources* 


Males Females Total 
Average Income $2,451 $1,201 $1,835 
Median Income 1,440 830 960 


* The Old Age Security benefit of $660 a year would be included as in- 
come by persons age 70 and over. 


6. The median figures indicate that in 1961 half the men age 65 and over 
had an income of less than $1,440 a year and half the women age 65 and over 
had an income of $830 a year. The D.B.S. submission included the following: 


“As the above table indicates average incomes of women were less 
than one-half of those of males while the median was little more than 
one-half. Since more than half of all women in these age groups were 
not married the data suggests that income resources of many women 
who have no immediate family may be very limited.” 


(page 1254 of Proceedings). 


The Canada Pension Plan would help none of these people. 


Income by Family Status 
7. The following evidence regarding income by family connection was 
given in the D.B.S. submission (pages 1260 and 1262 of Proceedings): 
Income of Families with Heads Age 65 and Over 


Male Head Female Head Total 


Average Income $3,967 $4,546 $4,047 
Median Income 2510 3,750 2,831 
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“Income of Persons Age 65 and Over Not in Families (persons 
living alone, persons doubling up with relatives, lodgers) 


Males Females Total 
Average Income $1,733 $1,279 $1,458 
Median Income 970 769 829 ‘ . 


“These statistics indicate that those persons in the older age groups who | 4 
are not members of a family group and who are largely dependent upon © 
their own resources are in a much less satisfactory position in respect — 
to income than those who are members of families. Two-thirds of these 
individuals have incomes of less than $1,200 or less than $100 a month q 


on average— 


“__The statistics suggest that the majority of this segment of the popu- I 
lation have incomes which are inadequate to provide for even very mini- ~ 
mum basic needs.” (page 1262 of Proceedings) 


Rural—Urban Differences 


8. It seems to be generally agreed that the Canada Pension Plan would q 
provide its smallest benefits in the rural areas. The following observations in 
the D.B.S. submission to the Senate Committee may therefore be of interest: 


“__Yn all provinces significant income differentials exist between rural- | 
urban incomes—(page 1255 of Proceedings) e 
“__Rural-urban income differences may be the most important explana- — 
tion for provincial differences in incomes of the older population— — 
(page 1256 of Proceedings) 
“Differences in levels of income between rural and urban areas may — 
not reult in differences in the levels of living. The rural population — 
may not find it necessary to spend as much on items such as rents or © 
other housing costs or transportation. In the absence of price data © 
and budget studies we have no information on relative costs in different — 
regions. However, the income differentials were so large between rural © 
and urban areas that it is likely that, even if some living expenses are — 
lower, the general level of living of the older population in rural areas — 
is below that of the urban population in most instances. The one excep- — 
tion may be that of women who are left widowed. Incomes of women ~ 
were low in urban areas as well as rural areas and it may well be that — 
incomes in the urban areas would be no more adequate than they were 
in rural areas.” (page 1257 of Proceedings) 


See particularly Table 2 of the D.B.S. submission (pages 1269 and 1270 of | 
Proceedings). 4 


Need by Region 


9. There is regional information from Old Age Assistance records on per- — 
sons in the 65-69 age group who are in need. On March 31, 1963, 34% of that — 
age group in the Atlantic Provinces were receiving Old Age ‘Assistance 31% : 
in Quebec, 20% in the Prairie Provinces, 14% in British Columbia and 13% © 
in Ontario. It seems evident that need is most widespread and the ability to 
build private resources is lowest in the low-income provinces. These are the 
provinces where an earnings-related pension plan would on the whole pro- 
duce the lowest benefits. a 

Observation: “Amongst the present aged, available evidence indicates that 


es Cyan have been retired for some time are more in need than those newl 
retire 


Brrr 
ce 
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10. A special analysis of 1961 Census income statistics for persons age 
71 and over indicates the pattern of need within that age group. In the 70’s 
_ there is a pronounced downward slope in average income as the age of the 
_ individual increases. Considering the age groups 71-74 and 75-79, the average 
decrease in income for each year of increase in age appears to be $56 or about 
$4.50 for each month of increase in age. The downward slope is evident but 
less pronounced for persons in their 80’s and early 90’s. 


Non-Farm Individuals 
1961 Average Income from All Sources 


Age Group Males Females Total 
Pa Bey lel cates $2,358 $1,201 STO 
PTLD vi nt erat cy 1,893 1,136 1,505 
BOSC Wisi e hy ee, 1,656 1,143 1,389 
Gor GO Ve iis ween. ne 1,509 1,322 1,298 
O0R ee Ct te 1,463 1,089 1,248 
95 and over .... 1,542 1,120 1,262 


11. It seems reasonable to expect the newly retired to be less in need of 
help than those who have been longer inretirement.Personsnowcomingu pto 
help than those who have been longer in retirement. Persons now coming up 
to retirement have had an opportunity to amass greater resources than older 
persons. For one thing they have had longer to recover from the depressed 
conditions of the 1930’s. More of them have had access to private pension and 
other savings media and they have been at higher earnings levels for a longer 
time. They have had better insurance against catastrophies. Many of the 
older persons were able to save less when working. In retirement they have 
been forced to dip into their built-up savings instead of preserving them to 
produce a steady income and, finally, whatever earnings they may have 
dwindle and eventually stop. 


12. The pattern is supported by the experience in the United States. There 
the Old Age Assistance program is a needs-test program analogous to Canada’s 
Old Age Assistance program but its benefits are available as a supplement 
to the earnings-related Social Security program at all ages. The Chief Actuary 
of the Social Security Administration recently wrote: 


“About 17 per cent of all women aged 65 and over are assistance re- 
cipients, but the proportion moves steadily upward as age advances, 
from a low of 9 per cent for women aged 65-69 to a high of 35% for 
women aged 85 and over. The same general trend is also present for 
men, with the proportion receiving assistance rising from 4 per cent 
at ages 65-69 to 30% at age 85 and over. 

“Tt seems likely that in the future the proportion of the total population 
aged 65 and over that is receiving assistance will be somewhat lower 
than it is at present... Nevertheless, it is likely that in future years the 
ratio of assistance recipients to the total population wiJl have an up- 
ward trend as age advances. As the aged use up the assets they have 
accumulated, the likelihood grows that they will require supplementa- 
tion of their income through assistance, even though most of them will 
have income from Old Age and Survivors Insurance.” (Social Security 
Bulletin, October, 1963, page 17) 


| Observation: “Persons now retiring appear to be more in need of help 
_ than those who will be retiring in ten years or more.” 

. 13. The post-war trend is for earnings levels to rise. Therefore, the group 
of persons retiring, say, ten years later than another group will ordinarily 
i 


q d 
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a D.B.S. income studies show a marked rise in the incomes of the age group 
between 50 and 65 in the early 1960’s compared with the same age group in © 
Ie _ the 1950’s. Similarly, the age group retiring ten years from now can Seber 
ha be expected to have higher income and resources than the age group retiring | 
oe now if only because the former group would have had about 30 years at the 
Re v7 ee earnings levels compared to the latter’s 20 years. 
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Appendix 3 


The Benefit Structure of the Canada Pension Plan 


1. Bill C-136 explains the types of benefits which the proposed Canada 
Pension Plan would provide. This Appendix furnishes some supplementary 
comments and illustrations of the retirement benefits. 


The 1976 Benefit Structure 


2. The possible benefit structure of the proposed Canada Pension Plan 
at the end of the year 1976 has been illustrated in Chart 2 (page 15 of the 
submission). 


3. One in three of the 1976 population age 65 and over would be receiving 
graduated benefits. One and a half per cent or about 29,000* of the then aged 
would be receiving the maximum benefit. Thirty-two per cent of the then 
aged would be receiving smaller survivors or retirement benefits. This latter 
group would consist in the main of persons who worked at lower rates of pay, 
who retired after a “contributory period” of less than ten years or who were 
the widows of deceased “contributors”. About two in three of the aged in 
1976 would be getting no benefits from the proposed new Plan. 


4. In 1976 there would be nearly one million* aged Canadians who would 
never qualify for a Canada Pension Plan benefit. 


5. The flat and graduated benefits paid to the aged in 1976 would be 
of the order of: 


Canada and Quebec Pension Plans ¢$ 280 million 17% 
Old Age Security 1,400 million 83% 
Total $1,680 million 100% 
Indexing 


6. If price levels rose subsequent to 1976, the graduated benefits being paid 
in 1976 could increase up to a limit of 2% during each later year. These 
adjustments would widen the differences in benefit existing in 1976. For 
example, by 1981 the maximum graduated benefit granted at the beginning of 
1976 could have risen from $119 to $131 a month—a $12 rise. Beneficiaries 
originally granted smaller benefits would get smaller increases; for example, 
a benefit of $60 a month awarded in 1976 would have risen by only $6. 


7. After the first decade of the Plan, while benefits already awarded would 
be increased at no more than 2% a year as prices rose, the newly-awarded 
benefits would be geared to average wages and salaries. As the Actuarial 
Report indicates, this average could be increasing at double or more the rate 
for prices. In effect, beneficiaries would be protected, within limits, against 
rising prices but “contributors” not only would be protected against rising 
prices but also would share in productivity gains. To illustrate, if prices rose 
by at least 2% a year and wages 4.2% a year—a “conservative” assumption 
in the Report of the Royal Commission on Health Services—the maximum 
monthly benefit awarded in 1976 would have increased to $131 by 1981 whereas 
the maximum benefit being awarded in 1981 would be $138. 


* These figures are for the whole of Canada. 
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8. Thus, in any particular year persons longer in retirement would get 
smaller benefits than persons not as long in retirement because (a) benefits — 
being paid would have been price-indexed while new awards had been wage- 
indexed and (b) benefit differences would have been widened by price-indexing. 
This seems unjust when only a small part of the benefits are paid for and 
when the oldest persons have greater needs than those not so old. 


Misdirected Bonuses 


9. The benefits flowing out in 1976 would have been about one-ninth paid 
for. The benefits commencing in 1981 would be about one-sixth paid for. 
By way of illustration, take two self-employed persons age exactly 50 at the 
effective date of the proposed plan and retiring at age 65. “A” had earnings 
which exceeded the pensionable maximum in the Canada Pension Plan and “B” 
had earnings of half the maximum: 


See } 


— a 


it Ne mt ab > 

Earned pensionable Earned half 
maximum pensionable : 
or more maximum ; 
(a) Payroll tax at 3.6% of pensionable 4 
earnings during the years 1966-1980* $ 2,736 $ 1,195 
(b) Interest on these contributions at J 
5% per year 1,214 530 
(c) Payroll tax plus interest $ 3,950 $ 1,725 { 
(d) Benefit receivable in first year of : 
retirement $ 1,650 $ > 825 . 
(e) Value of this retirement benefit . 


taking into account the length of 
time it will be paid, the widow’s 
benefit available and the indexing of 
these benefits $24,296 $12,148 


(f) The amount of benefit not paid for, 
i.e., (€) minus (c) $20,346 $10,423 


a eS Oe a el ee 


* Assuming that prices rise at a rate of 2% a year during the first decade 
of the Plan and average earnings rise at a rate of 4.2% a year throughout the — 
period 1966-1980. These assumptions are consistent with a “conservative” 
projection in the report of the Royal Commission on Health Services although 
the projection of prices was extended only as far as 1971. 


The unpaid-for monthly benefit for “A” would be 


$20,346 1 
PG AOD EX Ne SLITS 
24,296 12 
The corresponding bonus for ‘“‘B” would be 
$10,423 1 
cabs rik — = $ 59 
12,148 12 


10. The proposed pensionable earnings maximum is and would likely con- — 
tinue to be higher than average earnings in Canada. Thus, “A” whose earnings 
are above-average would get a bonus nearly twice that going to “B’” whose 
earnings are below-average. In fact, the bonus paid to the above-average earner — 
is far larger than the value of the entire benefit payable to lower-income per- — 
sons. The disparity between the bonuses paid “A” and “B”: $9,923. ‘ 
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11. If the economy continued to expand at its present rate or faster for 


years ahead, the effect of the indexing feature would be to perpetuate these 
K bonuses for individuals. Moreover, the differences in the size of bonuses would 


"widen as between income levels. To illustrate, a person qualifying for the top 
retirement benefit of $5,220 in the year 2013 would receive a bonus of $39,064. 


A person whose earnings had been half the maximum would get a bonus of 
$21,419. The disparity: $17,645. 


12. These figures are taken from the following example. In this case, “C” 


and “‘D” would be exactly age 18 at the effective date of the proposed Canada 


Pension Plan. “C’’, the high-earning person, is assumed to have earned $3,600 
a year at age 18, with his earnings increasing about 8% a year until exceeding 
the pensionable maximum in 1977. “D” as in the case of ‘“‘B” would get half the 
maximum throughout his working life: 
ht Biles od BH: 
Earned Pensionable Earned half 
maximum or more pensionable 


from 1977 on maximum 
(a) Payroll tax at 3.6% pensionable earnings 
during: the; years »1966-20127 |. usa. on ee $15,580 $ 6,973 
(b) Interest on these contributions at 5% per 
PPR EEL GARG Pir cs cil an cS? ete ater bk Bases iricle: « Miemedina ont 26,962 13,224 
Pere ayrol tax plus “interest: ws 0c. ek. de hee oe $42,542 $20,197 
{d) Benefit receivable in first year of retirement $°5:220 $ 2,662 


(e) Value of this retirement benefit taking into 
account the length of time it will be paid, 
the widow’s benefit available and the index- 
ies DE stpese, DENCHIS a0) lok ans Be kee ee $81,606 $ 41,616 


(f) The amount of benefit not paid for, i.e., 
ROD OMAUSE OC) OF pol ek Cie A mewog klik abby Spegase $39,064 $ 21,419 


*Assuming that there is no increase in the payroll tax rate, prices rise at 
arate of 2% a year during the first decade of the Plan, and average earnings 
rise at a rate of 4.2% a year throughout the period 1966- 2012. Any increase 
in the payroll tax rate after, say, 1985, would not appreciably affect the com- 
parison. The assumptions regarding prices and wages are consistent with a 
“conservative” projection in the report of the Royal Commission on Health 
Services although the projection of prices was extended only as far as 1971. 


The unpaid-for monthly benefit for ‘‘C’’ would be 


$39,064 1 
va pPa'A A ee — = $208 
81,606 2 
For “D” it would be 
$21,419 1 
x 2662 x —, = $114 
41,616 12 


13. The misdirected bonuses would disappear in time if it is assumed that 
the economy slows down or stagnates. For example, let it be assumed that the 
pensionable maximum increases $100 a year throughout the 47 years in the 


illustration: 


732 JOINT COMMITTEE ; 


ad ey ‘on? : 

Earned pensionable Earned half q 

maximum or more pensionable ~ 

from 1977 on maximum ~ 

(a) Payroll tax at 3.6% of pensionable earnings 
during the years 1966-2012* ............ $10,332 $ 4,709 
(b) Interest on these contributions at 5% per . 
ER ay et kee es et dase Ae 22,967 11,502 3 

(c) Payroll tax plus interest ................ $33,299 $16,211 | 
(d) Benefit receivable in first year of retirement.. $ 2,304 $ 1,175 @ 


(e) Value of this retirement benefit taking into 
account the length of time it will be paid, the 
widow’s benefit available and the index- 


MaOF Ue LESE: DETICHUS.! 30. kk cis cicia et ee ww wiao se $36,019 $18,369 1 
(f) The amount of benefit not paid for, i.e., 


Oe SULT ENTIRE FEO cena rs | 55 Desa 2 sp ttetane) ie eked $ 2,720 $y 2.1 Se 


* Assuming that prices rise at a rate of 2% a year during the first decade of 
the Plan and that the pension ceiling increases $100 a year thereafter. This 
would be a rate of increase in the ceiling of roughly 1% a year after 1976. 

Of course, unfavourable economic conditions would likely force an increase 
in the 3.6% payroll tax before the time now suggested in the Actuarial Report. 
This would increase the tax in line (a) of the illustration and eliminate the 
bonuses. 
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APPENDIX A4 


(Submission of S. M. Thompson) 
To the Parliamentary Committee on the Canada Pension Plan 


My name is Sanford MacDonald Thompson, a pensioner of three years 
standing, who during his final year of employment as Vice-President and 
Treasurer of Canada’s second largest life insurance company, was thrilled 
to see his venerable 75 year old company pass the one billion dollar mark in 
assets—representing the savings of its Canadian policyholders and those of 
its policyholders in 24 other countries. 

In that memorable year, 54% of that billion dollars was invested outside 
Canada to cover liabilities there of an equivalent amount. 

For 25 years, I had the responsibility for the investment of those savings— 
and have visited all the foregoing countries, some of them annually, some 
more frequently. 

I therefore have no hesitation in saying that in the financial centres of 
these and other countries, Canada’s name is held in high repute. For example, 
Bank of Canada representatives command respect everywhere—and at those 
most important annual meetings of the World Bank in Washington or abroad, 
they acquit themselves with distinction. 

In the field of life insurance, Canadian Life Insurance Companies hold the 
enviable record as the greatest international life insurance in the world, 
surpassing in their geographical spread even the world-famous life companies 
of the United Kingdom. 

But...I have also no hesitation in saying to you that Canada’s Monetary 
Policy as expressed in the terms of the proposed Canada Pension Plan—the 
biggest and most dangerous piece of financial legislation ever proposed in 
this country—will result in a disastrous loss of prestige and respect. 

For example, these Canadian Life Insurance Companies owe their com- 
manding position in this “export market”, not only to their expertise, but 
because their clients trust Canada. 

Let me therefore remind you that the significant role played by foreign 
capital in Canada’s recent and remarkable economic development, was also 
based on trust in Canada. 

There are implications here which are ignored in the 26 page White 
Paper on the Canada Pension Plan, hereinafter discussed under the title: 


Inflation—Monetary Control—Canada Pension Plan 


These remarks‘concern Inflation. They are in two parts. Part 1 concerns 
the “linked-currency” pensions in payment and the “inflation-proofed”’ savings - 
of contributors during their working life;....and the implications of the 
Plan to Monetary Control, a Federal responsibility...Part II attempts to 
answer two questions: 


“Why has Monetary Control failed? Why is the Post-War II eroding dollar 
in such frightening contrast to Post-War I stable dollar?” 


PART I 


THE CANADA PENSION PLAN 


The provisions of the CPP purport to protect the savings of the contributors 
against future erosion of the dollar’s purchasing power, within very definitely 
21731—7 
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defined mathematical limits (involving the use of 3 indices) ‘equivalent to. 
not more than a 2% increase in the Cost of Living in any year, and to DInie 
pensioners in like degree until death. 


The CONSUMERS PRICE INDEX, is the official yardstick for measuring — 
the Cost of Living in Canada. It is Based on the spending habits of a married 
man and his wife, having 2 to 4 children, with low to average earnings a 
living in an urban community of 30,000 or more. 
Its base of 100 measures the cost of living in 1949. In April 1964, it had 
risen to 135, was 136 in July and August, in September 135.6. 
At 135 it tells us that our present cost of living is 35% over what it was 

in 1949, 15 years ago. It says that today’s dollar buys only 75% of what it 
did in 1949, It also tells us that a lender of money in 1949 should today o +. 
repayment of a $100 loan then made, in fairness should receive $135 plus | 
some compensation for interest payments meanwhile in eroded dollars. ‘ i | 
Mathematically but misleadingly, the 35% increase in the cost of living 
today over that of 1949, can be expressed as the equivalent of a constant 2% © 
per annum increase, compounded over this period...Hence the concept of 
“Creeping Inflation’. .. 


A Government White Paper is the most authoritative statement a Federal — 
Government can give. The August 1964 paper entitled The Canada Pension ~ 
Plan, contains therein a statement of MONETARY POLICY of the greatest | 
_ significance. 

The Government and its Finance Minister therein declare, that withing 
the upper limits of a 2% per annum increase in the Cost of Living, sustained | 
economic growth is possible...that an eroding dollar so defined is compatible 
with such economic growth...that savings will continue at high annual levels 

.Official and authoritative endorsement that “Creeping Inflation” is com-_ 
Batible with sustained economic growth. 

But you say, this is utterly absurd!...indeed in direct defiance of the 
intent and purpose of the Bank of Canada Act! if 

To which I reply—Why has the Preamble to the Bank of Canada Act, 
1935, disappeared from the published Annual Report of the Governor of the . 
Bante of Canada to the Finance Minister...and does the present Governor ; 
not now operate under the following directive: “if there should develop a 
serious and persistent conflict of view of the government and the views of 
the central bank with regard to monetary policy...the government should be 
able formally to instruct the Bank what monetary policy it wishes carried 
out, and the Bank should have the duty to comply with these instructions”. 
(Footnote page 320 Peter C. Newman’s Renegade...) a 

There has never been any doubt among thinking and informed people, 
that the Federal Government does have the final and basic responsibility for 
Monetary Control. iq 

But the central bank is there to assure Canadians that the profligacy 
of a government is not to be met simply by the printing press—a restraint 
that Her Majesty’s Loyal Opposition may at times be unable to exert—and 
to that beneficent end, the people of Canada through their elected members 
in the year 1935, gave the Governor of the Bank an extraordinary but proper 
power—the power of veto over the Board of Directors of the Bank.—But, 
the Governor is removable at any time by legislating that the office of Governor 
of the Bank is now vacant. 4 

This directive which “instructs” then “tells” the Governor that itv 
his Duty to Comply, simply makes a MOCKERY of the basic principles of 
and purposes for which the Bank of Canada was established 30 years ago. b. 


i 
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The Canada Pension Plan and Provincial Plans. 

At the outset, it must be emphasized that this national plan is now in 

complete harmony with provincial rights to administer now or later, their own 

pension plans. ‘ 
Within 30 days of “assent” to Bill C-136, a province may ‘option out’ of 

the national plan, by signifying that by January 1, 1966, it will have in effect 

a “comparable plan’. Miss LaMarsh says Quebec will so signify and Mr. Gordon 

says “the Quebec Plan will be virtually identical to the Canada Plan’’. 
Subsequently any province may ‘option out” by notice that in three years 

it will have in effect a “comparable plan’’. 


Consequently, in discussing the national plan, the implications of the ‘‘forced 
savings” of both the national and the provincial plans have to be considered 
together, and in order to do so the savings figures of the Actuarial Report on 
the national plan, excluding Quebec, have been increased by 50%, such adjust- 
ment having the authorative support of such a highly qualified and knowledge- 
able person as Senator McCutcheon. 


As a result of the compromise with the provinces, the original “pay-as- 
you-go”’ concept has been abandoned for all practical purposes—more accurately 
has been deferred for 20, 30, or 40 years, dependent on whether the “least 
favorable” or the “most favorable” forecasts of such report are taken. But at 
the end of the first 10 years, the “forced saving” accumulations are identical. 

The national plan and that of Quebec together represent a gigantic ‘‘forced 
savings” plan, which will put into the hands of provincial authorities, between 
$550 and $650 million dollars on the average in each of the 10 years 1966-1975 
inclusive, after deducting administrative expense and after paying benefits. 

These annual sums are equivalent to about $ of the current borrowings by 
the 10 provinces and all their municipalities. 

With interest and including Quebec, these “forced savings’? will at the end 
of 10 years aggregate $7.5 Billion dollars... To get such a gigantic build-up 
of savings in 10 years in perspective, it might be noted that the “voluntary 
savings” of $10 Billion dollars representing those of policyholders, Canadian 
and Foreign, of the Canadian Life Insurance Companies, were made over a 
period of more than 100 years—noting too that most of these companies have 
extensive business outside Canada, in the case of the two largest, over 50% 
of such savings are derived from sources outside Canada. . 

Virtually all persons with employee status from bank president to office 
boy, male and female, must by law become contributors to the national or pro- | 
-vincial plans, as the case may be... If many of these people are already in 
‘private plans, no matter how generous some of these plans may be, these people 
| ‘are subject to the enforced savings of the national and provincial plans—unlike 
their friends in the United Kingdom where private plans may “option out”. 
Surviving dependents of contributors receive pension benefits. 

The provinces undertake to pay interest to the pension funds at a rate not 
less than that obtaining on the Federal Government’s long-term bonds. 

vi This compulsory pension coverage relates to Canada’s work force, presently 
‘in excess of six million individuals, and it is pertinent to this discussion to 
remember that these same aaa are presently, and we hope in the future, 
- source of ‘‘voluntary savings”. 

— 21731—73 
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POLITICAL AND MONETARY IMPLICATIONS 


In immediately relieving the provinces and all their municipalities of ap- © 
proximately 4 of their bond offerings to the public, the building of technological — 
institutes, retraining centres, university extensions and hospitals, will be im- | 
mensely easier—and in this respect, this Plan might be considered beneficent. 

But that money which will come from the pension funds will come auto- 
matically—and it, of course, may be used for any purpose including—financing 
budget deficits—nationalizing private industrial and commercial business under- 
takings (which like previously privately-owned public utilities have tempting 
federal treasury liabilities on account of corporation income tax and such — 
nationalization therefore at the expense of the federal treasury)... creating 
new “development” enterprises formerly undertaken as private business — 
ventures. . 

- But equally important, there will result a widening of the area of ‘‘conflict” 
—heretofore between the Bank of Canada and the Department of Finance—. ~ 
Now that conflict will be between the Federal Department of Finance and ten © 
Provincial Treasury Departments. 

Centralized National Monetary Control will become IMPOSSIBLE. 

How does a nation carry on as a nation under these circumstances? 


Heretofore, all borrowings of a province and all its municipalities has been 
subject to the approval of bond-buyers. Should the purpose of the borrowing ~ 
for example, not meet with their approval, this objective disciplinary control — 
puts a healthy check on the spending propensities of these public bodies. 

Now we all know from past experience, that literally anything can happen ~ 
in the short span of 10 years, the period of the Big Build-Up in these plans... © 
Not a Prophecy, but a Warning. 

For example, in the 10 year period, 1949-1959, Canada took the great “leap © 
forward” as a welfare state, and five years later finds Canada in “tie position” — 
with the United Kingdom Welfare State and miles ahead of our affluent neigh- 
bor, the United States of America, in the ratio of 12 to 7 in terms of national — 
income... If Bill C-136 passes, we will be an easy winner in this international — 
horse race. 

For example, in the 10 year period, 1929-1939, Canada saw the birth of our 7 
first Socialist Party and it came into power as the Provincial Government of — 
Saskatchewan... In the same 10 years, the Social Credit Party was born and ~ 
it too came into power in the Province of Alberta. In the latter case, a distinctive 4 
concept of Monetary Control obtains. 

Even in 4 years, Sweden’s “forced savings” plan has startled every one ~ 
by already representing 45% of total savings in that country, as stated in the © 
House by Mr. Cameron of the Nanaimo-Cowichan-The Islands constituency. 

Foreed savings of this magnitude in the hands of existing and future — 
bureaucracies is an easy road to disenfranchisement, tragically financed with > 
the electorate’s: own money and rendering the protests of Her Majesty’s Loyal — 
Opposition-s in both provincial and federal houses, impotent.....A Peril 
which the Minister of Health and Welfare herself warned us of, 15 short months — 
ago!!?? 


ECONOMIC IMPLICATIONS 


The Government White Paper discusses the possible effect on “voluntary | r 
savings” of this gigantic volume of “forced savings”. % 

Its conclusion is that it will not be large. The Minister of Finance told the 
House: “Total individual contributions in 1966 will be about 4 of personal 
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savings, about twelve and one-half percent. It would be surprising indeed if 
personal savings were to be reduced by as much as 5% of what they would 
have been were the Canada Pension Plan not in effect’’. 

Reassuring—but I can sure worry about that figure knowing that in the 
postwar years, we have had a chronic “short-fall” of domestic savings ranging 
from 12% to 25%—made up by foreign savings. 

But how long are savers going to save in eroding dollars? Is the minister 
contemplating ‘“‘linked-currency” dollar bonds? 

But private savings in this same postwar period have been impressive— 
and particularly in the group pension field, where income-tax deductions have 
been a motivating force, attractive both to employer and employee. But get 
the implication of this—Initially, and not improperly, some of these group 
pension schemes included a prudent proportion of equities, and with bond 
yields 3% and stock yields 5% or better, such an investment of a proportion 
of funds designed for old age requirements is justified. 

Now, in recent years, the bull market in its understandable exuberance 
has reversed these yields—5% to 7% yields on fixed interest investments as 
compared with 3% or less on equities. But the proportions of these non-spec- 
ulative “old age funds” has been steadily increased. 

Why? Answer—Fear. Fear of continued inflation. 

Before me as I write this, I have the brochure describing the Waterloo 
University Pension Plan—modestly affirming “How Canada’s first proper pur- 
chasing power pension plan will operate’’. 

Its opening sentence is gospel truth: “Inflation tends to undermine most 
Canadian pension planning”. Food for thought Mr. Finance Minister, to whom 
I suggest that close arithmetical calculations as to how future “voluntary 
savings” may stack-up, using projections of past experience, is a useless mathe- 
matical exercise—where Fear of Inflation is now so universally prevalent and 
indeed recognized openly in this Bill. 


The machinery of government has changed immensely—but those gov- 
erned have changed but little. 

My business life commenced in the early twenties. I was privileged to 
have a position of some responsibility relative to the investment of money. 

The twenties were also a period of rapid economie growth. As the period 


‘progressed, from 1922 forward, it was featured initially by Confidence, then 


by Enthusiasm. Enthusiasm is infectious. At this point some of our less desir- 
able traits begin to show themselves. 

Envy for the fellow who was more farsighted, a determination to make 
up for lost opportunities, then greed, success that seemingly bred more suc- 
cess but interpreted as infallibility, a chance remark by a famous financier 
that GM stock was different, and presto a new yardstick for measuring stock 
values. 

A prudent man may not be too expressive. He is not only a “wet blanket” 
but indeed is eventually accused of “lack of faith” in his beloved country. It 
could be today’s picture—a rerun of an ancient movie, this time with appro- 
priate sound effects and in colour. 

I will therefore ask the Minister of Finance to consider the words of an 
ex-Secretary of the United States Treasury, Mr. Humphrey: He warned us a 
few years ago that unless inflation is stopped, we will have a depression that 
“will make our hair curl’. 

Almost coincidentally, an ex-Governor of the Bank of Canada, expressed 
this view: | . 

“The idea that readiness to create or tolerate inflation can make a useful 
contribution to the problem of maintaining a high and expanding level of 
employment and output, is in danger of becoming the great economic fallacy 
of the day”’. 


‘as ours. Comparisons with the United Kingdom are odious, recalling the a 


_ for the then neutral United States to meet and solve there, a financial prebleray 


Canada face a challenge to a sound dollar—a challenge or an admission of 
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Part II. ys . ivy ab Masi - 

Why has monetary control in Canada failed in post war II? 
Why is the post war II eroding dollar in such frightening contrast to the 
post war I stable dollar? a 
_ What follows is a harsh criticism of both the Bank of Canada and the > 
Department of Finance. A story of failure of monetary control. . 
Canada does not stand alone in this respect. The US record is as bad — 


physical ravages of war there experienced. It is appropriate to remind our- — 
selves that the Allied Commission were asked by Germany to help them — 
establish a “sound mark”, without which they knew the fruits of the Marshall © 
Plan could not be gathered. A 
Despite my criticism, I must acknowledge the anti-inflationary effects of — 
early budget surpluses. American financiers for example, were embarrassingly | q 
complimentary then, in acknowledging Canada’s then demonstrated ability — 
to keep her national house in order. i 

Despite my criticism, acknowledgement must be made to the Bank for © 
its efficient and imaginative administration of foreign exchange control during © 
the war. In particular for a resolution passed at midnight September 20, 1939, 
with Canadian Life Insurance Company officers waiting in the Board ante- 
room of the Bank of Canada, enabling them to leave immediately thereafter — 


of such magnitude, that unsolved would have had catastrophic consequences. 

- Despite my criticism, I must acknowledge the courage a Governor of 
the central bank must have in the face of almost intolerable pressures —s0i) 
dramatically revealed on the public stage three years ago. 


Consequently these remarks are made without rancor. But today we in 


failure, I know not which—but coming from the Government of Canada itself, 
from its Cabinet, from its Minister of Finance. 

One who has spent a lifetime devoted to the custody and investment a7 
the savings of others, can not remain silent and acquiesce in the swindle of — 
peace-time inflation. lf 


MONETARY CONTROL | a 


It is the responsibility of the Federal Government of Canada to so regulate — ml 
Canada’s credit and currency (by reducing or increasing its volume) as to 
maintain confidence in the soundness of the Canadian dollar as a store of 

value (its purchasing power) while promoting economic growth. 

_ Its Agency—-the Bank of Canada—performs this awesome and nen viata 4g 
task. Simply by selling from, or buying for, its bond portfolio, long-term — 
Government bonds—thereby depressing their price, maintaining their price, 
or increasing their price. The corollary is higher interest rates, same intereuelll 
rates, lower interest rates. The interest rate of long-term government bonds — 
is the base from which other borrowers and lenders generally determine the 
rate of interest on the money borrowed—rates which reflect a differential, but — 
a differential which tends to stay within limits. ay 

But in the process of buying and selling bonds, cash in the tills of those 
banks which are chartered under the Bank Act, is increased or decreased... 
But the aggregate of such a bank’s loans to its customers, is limited in. terms 
of a constant multiple of such “cash”. 


These central bank operations therefore result in “tight money”—con- 


traction of the volume of credit—or “easy money”—expansion in the vol me 
of credit. 
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“Rasy money’ is very encouraging if there is business confidence. But 
“easy money” failed in the post-depression years—the thirties. Lacking any 
real confidence, all that really happened was that low interest rates just got 
, lower. Commercial banks having no loan demand (relatively speaking) from 
- customers, became “chuck-full” of government bonds. 
The results were progressive. In exasperation these “created’’ excessive 
savings plus legitimate savings of savers, were in the aggregate called ‘‘anti- 
- social”—then in the United States, some big-name economists noting the 
slowness of the “recovery” and painstakingly viewing the big expansion of 

“twenties”, declared that in their opinion the United States industrial and 
commercial apparatus had reached “maturity”—a stage where renewal and 
replacement of existing facilities represented the sum total of future capital 
requirements—that therefore a much smaller demand for capital was the 
prospect. So, low interest rates on borrowings would be the indefinite prospect. 
Politicians of both countries seized on this pronouncement with great 
avidity and exploited the theory that “low interest rates are eternally bene- 
ficient’’—thereby laying the groundwork for all the “lack of accord” between 
Treasury and Central Bank which has bedevilled the relations between these 
two all through this postwar II period—in both countries. 

“Tight money” is damned by all and the lot of a Money Controller is not 
a happy one. It is restraining and disciplinary on both borrower and lender. 
The latter however is both happy and sad simultaneously. As a financial officer 
of a savings institution, I loved higher interest rates—lower costs to new 
and old policyholders. Wished we had more to invest—the best rate in 15 
years. But bonds in the vault can’t be sold—their price has dropped. Sell 

them and you realize a “loss”. This is the essence of control...restrain the 
lender to his net new income plus repayments of old loans—Living Within 
Your Income, so to speak. 

In periods of rapid economic growth which has characterized both post- 
war periods, the demand for materials and labor tends to push prices up, 
including the price of money—its rental value—the interest rate. 

But higher interest rate automatically puts a brake on the rise of those 
other prices, is beneficient in this respect and a healthy curb on “excessive 
rises’. 

Where the Bank of Canada fails to restrain ‘excessive rises” by permit- 
ting an overabundance of credit when materials and labor are in short supply, 
the result is tremendously inflationary. 

But the Bank of Canada did just that in the four year period, 1947- 1950 
inclusive. It maintained the price of long-term government bonds in “splendid 
isolation”—3% bonds at a premium of 105 throughout 1947—at par and one- 
half through 1948 and 1949, and helpless against the speculative invasion of 
United States capital in 1950, paid up to 103. 

For 4 consecutive years, investment officers like myself, sold government 
bonds zealously at or above purchase price, half the time at outrageous 
premiums. 

Bonds that represented Lancasters shot down years before over Hamburg— 
old savings reactivated—thereby doubling my participation in this new and 
higher interest-rate market over this 5 year period. A HIGHLY INFLATIONARY 

OPERATION! ...Multiply that by all the savings institutions of the country, 
_ then contemplate with awe the ballooning effect of bank loans and we Dans 
INFLATION with BIG CAPITALS. 

In three short years, we lost all the marvellous fruits of the Wartime Prices 
_and Trade Board. This Board, formed immediately at the outbreak of the war, 
ty headed by a deputy-governor of the Bank of Canada, and whose second-in- 

‘command was destined to become a future Governor, had so restrained the 
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wartime Rise in the Cost of Living—during six years of war—that in 1946 the > 
rise in the cost of living had been limited to 25% over that of 1939...a phe- — 
nomenal record for a war that was unimagineably costly in relation to previous — 
experience. a 
At that exact point of time—mid-year 1946, first postwar year, compared 
with mid-year 1919, also first postwar year, 60% of the inflation that might — 
have taken place and had taken place during world war 1, had been saved. 


But in 1949, three years later, this favorable differential had been more © 
than wiped out. . 


WHY 


Because in advance, the only weapon a Money Controller has to lick infla- | 
tion was laid down, not to be picked up again till October 16, 1951. q 
On that date, in announcing an increase in the Bank Rate from one and one © 
half per cent to two per cent, the Governor said: q 
“The Bank expressed the view in February 1944, that it did not see any © 
prospect of an economic situation in the post-war period of a character © 
which would call for a policy of raising interest rates. The change to a 2% 
Bank Rate is an indication that the earlier view no longer holds good under — 
today’s conditions’’. 4 
Indeed, with a large part of Europe in ruins, unimagineable misery and 
suffering, currency collapse, the 1944 view was valid—but the unforeseen miracle — 
of the Marshall Plan, the most generous gift in recorded history, offered to foe — 
and ally alike, was the foundation for world recovery.... But published long- 
term forecasting can be very dangerous—nor need the view have been so long 
maintained. 
What I and hundreds of other institutional investors were doing, was com- ~ 
patible with our clients’ interests, which in turn should have been compatible — 
with the national interest, and could have been. Their dollars would have gone © 
FURTHER TODAY. 


I question whether this marshalling of old investments and this easy money 
policy built any more houses, constructed any more roads, built any more — 
factories, added any more classrooms, laid any more yards of sidewalk or miles © 
of pipeline. . 

But many more such undertakings were started, all proceeded at a slower F 
pace, all suffered from chronic stoppages because of non-delivery of materials on ~ 
schedule—an expensive process in itself—meantime accompanied by an “‘exces- © 
sive” bidding-up of prices, wages and salaries. . 


Early in 1950, the Bank of Canada Annual Report appeared, and looking © 
back over events of 1949, the report indicated that the “excessive” upward — 
pressures, external and internal, on prices, seemed to have spent themselves— 
and indeed, due to the widespread devaluation of foreign currencies against 
both the United States dollar and the Canadian dollar, suggested ‘“‘deflationary — 
influences” in North America. The Canadian dollar was at a fixed discount rate 
of 10% to the U.S. dollar. 


I will never forget the news flash. The Marines were landing in South Korea. 
I wouldn’t believe it—but like most everybody else I had completely under- 


estimated the resolution of the American people and the courage of President 
Truman. 
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and other consumer durable goods on a panic scale.... while Canadian raw 
materials of war such as base metals became in keen demand, externally as 
well as internally. 

Meanwhile, despite the foregoing harsh criticism of Canadian Monetary 
Policy, the United States had done even a poorer job, and at a discount of 10%, 
the Canadian dollar suddenly became grossly undervalued. 

A veritable flood of U.S. dollars flowed northward as a short term specula- 
tion on the Canadian dollar. To buy such U.S. dollars, the Bank of Canada had 
to supply Canadian dollars in comparable amount, and under modern money 
mechanism, the Bank supplied these by buying and consequently bidding-up 
the price of Government bonds. 

By midsummer these 3% bonds commanded a premium of 3%. By October 
1, the Bank and the Department of Finance had had enough—and belatedly 
threw in) the sponge—cut the dollar free—and in February 1951, the high 
interest club was finally picked up. 

Amazing to relate, we had underestimated our own productive capacity. 
Consumer goods continued to pour out in abundance and the international base 
metal market subsequently registered a substantial fall in price. 

How was the Cost of Living affected by these events? 

The events of fateful 1950 were refiected immediately in the brand new 
Consumers Price Index, 1949 Index Number being 100. 

In 1950, a jump of 3%, but in 1951, a breath-taking vertical high jump of 
11% ....The Index now stands at 114. 

Then a 1.8% rise in 1952, three years of stability at 116. But doesn’t this 
wretched Index ever turn back. What about those falling base metal prices 
and the abundance of consumers goods? 

Therein lies the fatal weakness of modern monetary control. NEVER does 
it seemingly permit the natural forces of supply and demand to exercise their 
corrective function. 

1956 reports a resumption of inflation. These are the consecutive jerky 
steps up the slippery hill of inflation: 1.7%, 3.4%, 2.5%, 8%, 1.6%, 
1.5%, 1.5%, and in 1964 1.5%. 

A Sickening Sight! FISCAL POLICY IS THE ARCH SWINDLER... 
MAMMOTH DEFICITS...CONTINUING DEFICITS THAT COMPLETELY 
OFFSET the Bank of Canada’s MONETARY CONTROL. 

The result is NO CONTROL...and no help can be looked for apparently 
from Her Majesty’s Loyal Oppositions. y 

Monetary control when restrictive, is NOT GOOD POLITICS...or is IT? 

One brave soul tried it out. He was the Secretary of the Ontario Progressive 
Conservative Association. He announced: 

“Canada needs a political party that will look after persons who will look 
after themselves. 

“T believe the time has now come for a major political party to concern 
itself with the needs of the person who has a job; who does make provision 
for his old age... who doesn’t need and doesn’t want subsidized housing... 
who pays his own medical and insurance premiums...and above all, pays 
taxes ...Social welfare problems largely have been solved... while there are 
still inequities, in the main these objectives have been attained.” 

I was so heartened that across Canada (110 grass-root papers on the 
prairies) in a limited fashion by “letters to the editor’, I tried to publicize his 
creed under the heading: Hogan hits homer—HURRAH FOR HOGAN. 

But wiser counsels presumably prevailed in this allegedly conservative 
party—to this day he has not acknowledged my zealous support of his return 
to sanity Party... yet I had many enquiries as to who this fellow Hogan was, 
and was he as good as he sounded! 
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-credulous of the complete stability of the dollar for 8 consecutive years, 1922- a 


of the Depression; and note the 63 mark in 1939 after 6 years of “recovery”; — 


; - consequence and part of the price of defending freedom. 


‘Post WAR I STABLE DOLLAR ae 


_ Now at long last, what is this brilliant performance of postwar I monetary 
CONTROL. 

*This is a bit cynical to say, but those in charge in Post War I Ea: 
along without benefit of the Bank of Canada—which is only 29 years old— 
most central banks as such are infants—born after we got mature and threw ~ 
out the gold standard. But kings, rulers, tribal chiefs, all tried Monetary Con- — 
trol with indifferent success—except one—and what a record—Joseph of 4 
Egypt—Premier, Finance Minister and Central Wheat Banker to Pharoh. 
and what pressures he must have withstood—14 years—7 fat but tight money . 
years, and 7 lean, but easy money years! f 

The Dominion Bureau of Statistics has obligingly applied its Consumers — 
Price Index retroactively to 1914, and expressed the Cost of Living then and in © 
all the intervening years. i, 

In two parallel columns in a table attached to these remarks, one can a 
alternately gasp at the meteoric wartime rise in the Cost of Living during ~ 
World War I; exclaim at the sudden drop in it in the yearf 1921-22; be in- — 


1930 inclusive, at a rock-like 75 on the Index; sadly contemplate the 60 figures 4 


and in delight and amazement note the modest figure of 78 in 1946, 7 years after 4 
1939. a 


In my “book” this is a dollar of stability—25 years of it! 


WAR AND INFLATION 


« 
Canadians have accepted inflation resulting from 2 wars as an inevitable — 


But Canadians will not accept much longer peace-time inflation, cold-war © 
peace if you like. y 
War destroys currency values as I well know having presided over the © 
destruction of my company’s business expressed in terms of the Shangai dollar 


and the Japanese yen. y 


But even in countries, unscathed by war, currency values are destroyed 
to a degree. Here is Canada’s experience: 


World War I 
The Index tells us that World War I caused a subsequent permanent rise | 
in the Cost of Living of 50°%-—an Index number of 75 against 50 in ii 


Thereafter, for 25 years, a stable dollar. 


World War II 


The same Index tells us today, 1964, that in relation to the Cost of Living 
in 1939, Index number 63, our 135 of today is 2.14 times that of 1939. Up 113% 
and still rising-—and the war terminated 20 years ago! 

But you say to me—if you let natural forces of demand and sucBlal 
express themselves as “correctives” don’t we have depressions and intolerable 
suffering? t 

I say NO—unless there is a deep- seated malaise underlying—as indestae we 
may have today—infiation. But if so you are for it. If not, we may yet escape. 7 


Let us discuss this cynical theory of mine—in the light of actual experenia 
and no fancy theorizing. : 


* Omitted from Ottawa presentation. 
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If that major adjustment in price levels Hed cost of living in 1921-22 was 
a depression, then I say categorically no—an adjustment—An adjustment that 
a young college student—whose previous business experience was under- 
_standably limited, working his way ‘through’, in the 2 successive summers of 
1921 and 1922—was completely unaware. 
, First in a small town in Central Ontario and then along the dusty dirt 
road of Eglinton Avenue West, he was engaged in selling to the most com- 
petitive market we have in Canada—the Women’s Consumer Market—a $65 
set of kitchen utensils made of that marvelous new substance—aluminum—and 
like most of his colleagues across Canada in hamlet and city, he found business 
good. 

This despite the fact that $65 at that time was an unheard-of price to 
spend on the tools of the kitchen—women’s emancipation from economic 
slavery was yet to come. 

Yes, of course there was some dislocation and unemployment, but the 
adjustment came early and was short-lived. To call that a depression is sheer 
nonsense. 

But what about the 1929 crash, and the subsequent terrible depression? 

Severe as the October 1929 crash was, 3 others of equal magnitude as measured 
by the Dow Jones Industrial Averages, had occurred previously in this century. 

At December 31, 1929, one of Canada’s greatest savings institutions with 
55% of its assets invested in Common Stocks, remained in a very strong 
financial position on a market value basis. 

A market crash does not necessarily result in a depression. Indeed, it may 
be simply a major corrective of speculative excess in the stock market—a harsh 


verdict that the market has gone too high too fast—with an underlying con- 


fidence in a resumption of economic growth. 

But, if coincidentally there exists a deep-seated and continuing malaise, 
as there was throughout the “twenties”, then a market crash will be followed 
by a depression. 

The Treaty of Versailles had imposed heavy reparations on Germany. 
Those paid to the United Kingdom, for example, were remitted to the United 
States in payment of war debts, were reloaned by America to Germany to 


start the cycle again. Significantly, gold not goods was the acceptable form 


of payment to the New World. United States citizens understandably got a little 


fed-up eventually, and cancellation of reparations became the subject of 
many international conferences—all of which foundered on the question of 
forgiving John Bull his just debts. 


| 
| 


In the end the merry-go-round collapsed, and those who say that the 
“market” never makes a mistake in long-range forecast, may be right— 

In this instance it was telling us that time was soon to run out—that 
the world was to experience a long and desperate illness; that those symptoms 
of disease long prevalent but dormant, would soon be exposed in all their 
virulence. 

But to repeat, “correctives” need not be followed by depression—but will 


be if deadly germs are allowed to remain too long in the economic body. It is 


inflation that I fear today, not reactionary world-trade policies. 
| But ironically, at this very moment the United Kingdom has been forced 
to adopt severe trade restrictions, temporarily we hope, but why? 
Poor money management—Poor monetary control—Poor fiscal policy. 
Inflation 


Goods and Services were never cheaper in terms of the human effort that 
: goes into their production. 


bi But never more expensive in terms of the eroding dollar. 
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This paradox violates commonsense. It will not be long tolerated. . 
Therefore, to avoid cataclysmic distress—to avoid “voluntary burial” of 
the free economy, which the Soviet confidently predicts—we have no sensible | 
alternative but to return to a “stable dollar’—and its healthy discipline. . 
Better to “face the music” now, than perish to the resounding strains of ; 4 
a Wagnerian opera. 


50 YEAR COMPARATIVE INFLATION HISTORY 
1914-1939 versus 1939-1964 


Index % inc. Index % inc. — 
Tet prewar VATE win scot ok ek 1914 50 over P t 3) EGE PU AS. Waater OYA 1939 63 over PP @ 
RU TASPOAiy of I. Dkk ae tle Poke 1915 50 + 1940 66 + 5% 
1916 54 + 9% 1941 70° + 11% 
1917 64 + 28% 1942 73 + 16%. 
1918 72 + 44% 1943 74 + 171% 9 
1944 ° 75 + 19% 
1945 7 + 19% 
ai aMOSU WAL VCATs cits cue se nals 1919 79 + 58% 1946 78 + 24%. 
gs PO ge AIA eel er baa 1920 91 + 82% 1947 85 + 35%. 
3rd cs ee Tia AU Nal aPia, ee 1921 90 + 80% 1948 97 + 50% 
4th ca APs IN UD SARI ae oe 1922 75 + 50% 1949 100 + 60%. 
5th SPREE YES wcctich IA tne 8 1923 75 + 50% HK OPER Ale a a 1950 103 + 638% — 
6th ss Spell yo a ay Oe ae oe 1924 74 + 48% 1951 114 + 81% 
7th . ea A eave oaiteng Ook ee 1925 75 + 50% 1952 116 + 84% 
8th i ErCMMY sesee ck laters, G0. © 1926 76 + 52% 1953 115 + 88% 
9th i RAE De Ber be SrtA tet 1927 75 + 50% 1954 116 + 84%. 
10th et TN Wat De) Sa ee Ree 1928 75 + 50% 1955 116 + 84% 
llth fe te RA A ee eae 1929 76 + 52% 1956 118 + 87% — 
12th ¥ hos ts Jor eos nae Gra 1930 7 + 50% 1957 122 + 94% 
13th f< depression ..1931 68 + 36% 1958 125 + 100% 
14th : al ee anne Farnam 1932 62 + 24% 1959 126 + 100% ~ 
15th iy Br Mase RA test, 1933 59 + 18% 1960 128 + 103% 
16th Sh ROR ONCT Vee. Sees. ol 1934 60 + 20% 1961 129 + 108% 
17th Hf 2S Ae A peace eee 1935 60 + 20% 1962 131 + 108% 
18th i Yue hs teehee eT aN 1936 61 + 20% 1963 1383 + 111% 
19th 1 Se ey ge Pec he Cee 1937 63 + 26% 1964 135 + 114% 
20th i: fe Delpy were codon ee ake 1938 64 + 28% 
21st 4 irr tr eG 1939 63 + 27% 


24/11/64 


This table is to illustrate 1. That war does result in permanent inflation—in the case of War 1, about © 
50% increase in post-war living. 2. that a stable dollar is compatible with economic growth 1922-1930. 
3. that there was an excellent chance in post-war 11 to peg war inflation at a + 25% level. 4. WPTB control | 
- of wartime prices had excellent results. 5. Index numbers are those published by the Dominion Bureau 
of Statistics who have applied their Consumers Price Index retroactively. 


PRS 8002-521 


64 Baby Point Road, 
TORONTO 9, December 18, 1964 


Mr. Maxime Guitard, Clerk, 
Special Joint Parliamentary Committee 
On Canada Pension Plan. 


Dear Mr. Guitard: 


Further to my submission to this committee, and in support of certain of 
my assertions therein, I am forwarding under separate cover certain documents — 
or exhibits—detailed below—plus certain material in this letter, which I am 
duplicating, and 36 copies of it is also going forward under separate cover. 


x. At the outset I must reemphasize that in my submission I speak as a private 
citizen—I repeat as a private citizen and independent of any connection wit ag 


the life insurance business—that the brief was prepared without their help ang] 
the contents unknown to them—until it was in your hands. 


CANADA PENSION PLAN 745 


But I spent 38 years in the employ of a fine life insurance company—the 
second largest Canadian Life Insurance company, for which I always have had 
and wiil always continue to have, a deep affection. 


But a few years ago Canadian Life Insurance Companies petitioned (mine 
opposed) for an extension of their powers to enter the field previously rightly 
reserved to the trust companies—and in so doing asked and received the right 
to issue variable annuities and administer “‘segregated” funds—both being “in- 
flation hedged savings”? formula benefits. My company, having like the Metro- 
politan Life in the United States who also lost to one, then President Shanks of 
the famous Prudential Life of America (who stole Gibraltar from us), decided 
that competitively it was necessary for our agents’ arsenal to contain this sinis- 
ter ‘‘missile’”—so sorrowfully I parted ways with my beloved company three 
years “early’’—not suffering financial pension loss thereby, but with great grief 
on both sides. 


I hope I have made my point that I am independent 
RE STERLING CRISIS—AND INFLATION 
I submit the following, authentic copies of 
1. Barrons—leading editorial—entitled Bundles for Britain. 


2. Hazlitt—News Week—Sterling crisis—note last paragraph and for 
‘dollar’? read “Canadian dollar’’. 


3. Economist—London—Sterling Crisis. 


4. A suggestion—I respectfully suggest you ask Mr. Lou Rasminsky or 
his representative, to report on the debate in Tokio at the last World 
Bank meeting,—for details of the famous debate in which World 
Bank permanent officials chided representatives of the Netherlands 
for their balanced budget policy, and the reply of the gentleman 
chided and that of the French representatives there. 


5. The following extracts from the Royal Commission on Banking and 
Finance of 1964—pages 263 and 264. 


“Governments, having a captive source of finance, possibly at 
favourable rates, might well be inclined to spend more freely than 
they otherwise would. 


“Alternatively, the funds might be invested in a broad range of 
public and private securities to replace the investments which private 
institutions and savers would have undertaken”’’. 


“At the very least there will be a shifting of functions from the 
private to the government sector, which will be in a position to 
exercise a direct influence on the allocation of a large share of the 
community’s savings and might indeed come to dominate a large 
part of the financial system’’. 

“Professor Lundberg discussed with us some of the difficulties 
encountered in Sweden where the administrators of.the national 
pension scheme, which is partially funded, have become not only 
important arbiters of capital and resource allocation, but also a 
centre of financial power whose decisions can influence the govern- 
ment’s financial and monetary policies’. 

“Arrangements of this sort would be a substantial departure 
from the accepted roles of the private and public sectors in the 
Canadian economy’”’. 

“It is in fact all but certain that the financing of a national pen- 
sion scheme with relatively high benefit levels would result in a 
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supebdneial Federal in ee funds available for uiweetment in 1 the 
THERE eS, bonds and equities which the savings seks bagheatesn ac- 
quire’. a . 
“A change of this type in resource allocation in ‘the economy and. 

our financial arrangements might well take us into a new situation 
in which the experience of past market developments would have © 
only limited relevance’’. 3 
“A serious reduction in domestic private financial investment 
would fall most heavily on municipal and provincial coverninicrae “s 
and on business, agriculture and housing”’. q 
“Tt might well lead to increased reliance on investment by non- — 
at 
.an adequate level of investment might place too heavy a — 

demand on the economy’s physical resources and intensify the diffi- 
culties of combatting inflation”. ‘4 


6. Re the number I version of the Canada Pension Plan. ‘ 
(a) ‘Pension Cake’”—pages 4 and 5—dated November 1963. a 
(b) US NEWS and WORLD REPORT—issue of December 7, 1964— — 

entitled “How safe is your Social Security Pension—an official — 
interview with Robert M. Ball, Commissioner of Social Security. — gq 
Note: Check Mr. Ball’s reassurances with pages 2 and 3 of 
Pension Cake. 


Yours truly, 
S. M. THOMPSON, F.S.A. 


The Economist, November 28, 1984 


THE STERLING TEST 


The Labour government has gone to Canossa. It is standing there with a 
7 per cent Bank rate, a promise that the coming corporation and capital gains — 
taxes will not be too onerous ones, and an enormous and generous $3,000 million — 
loan from foreign central banks to absorb the great waves of bear attacks a , 
rolled in this week against the pound. Very many of the political assaults that ' 
will now be made against it, for what it has had to do, will be flagrantly unfair. 
However much one can rightly criticise Labour’s economic clumsiness and public 
relations disasters in its first few weeks of power, nobody can justly say, after — 
its disinflationary budget and its increase in Bank rate, that it has ever looked’ 1 
like surrendering to anything like a rake’s progress. And perhaps it is just worth | 
saying, in view of a certain undercurrent of exultation about the lurches to the © 
right that have had to be made, and the natural resentment boiling up about 
these on Labour’s own left wing, that it would be politically disastrous if any- 7 
body tried to force these rightward retreats by a chastened government noisily § 
further home. 

Given the obligatory retreats that have already been made, and the moder- 
ately right wing policy that has already been followed, a great many people may — 
share with Labour’s restless benches the feeling that it will be intolerable ity 
Britain’s proud status as a banking country obliges the nation’s economic policy 
to be to much dictated by events such as this week’s widly speculative ron 
of capital across the exchanges. Conservative politicians, and still more foreig 
bankers who may now believe they have a debt-ridden Labour on the run, wae ‘ 
be madly short-sighted to ignore the possibility of a future popular back= lash, 
damagingly anti-foreign and damagingly anti-City. The worst possible end to 


this sorry mess would be if Labour were driven or allowed to fight—and win- — 
the next election on that. 


a 
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This is emphatically not the shape of British politics at the moment. Cer- 


4 tainly, the events of the past week have underlined the difficulties of running a 


banking currency, especially for a left-wing government and especially in the 


situation which Labour inherited. But it is important to keep a perspective about 


_ this present rather respectable, if inexperienced, left-wing British government 


and perhaps to remember here, when pondering whether an initially ham- 
handed government can recover, President Kennedy’s Bay of Pigs after three 


- months in office? The need now for outside commentators is to suggest how 


Labour should set about this economic recovery, and the need for Labour is to 
take heed of exactly what mistakes it has made. 

Obviously, the $3,000 million loan, by itself, provides only the breathing 
space necessary to take the steps that are required for sterling’s full rehabilita- 
tion, and which now become Britain’s duty. The main charge that can be laid 
against the Labour government so far is that, incredibly, at this stage of the 
day, it has still to face up to the real policy implications of its own diagnosis of 
the payments crisis. The real burden that Labour has inherited from the last 
government is not just the balance of payments deficit for 1964, of £700 million 
or £800 million or whatever the figure ultimately proves to be when the official 
statisticians have finished with it. A once-for-all deficit of this kind could pro- 
bably be quickly returned to rights by the stopgap measures, of import sur- 
charges and temporary crisis-level Bank rates, which is all that Labour has 
so far resorted to. The trouble is that every observer of the international financial 
scene feels that the deficit would soon flare up again once these stopgaps, which 
Labour itself proclaims to be only very temporary, are withdrawn. This is be- 
cause the deficit for 1964 does not look like a once-for-all mischance. Piled on 
top of the inadequate performance of Britain’s balance of payments cycle over 
the last nine non-socialist years, and especially over the last cycle since about 
1960, it appears more as a sign that Britain is, politics quite apart, in a state of 
some long-term disequilibrium. 

Given this sign of basic unbalance, the real wonder is that right through 
this summer and autumn the speculation that normally accompanies it did not 
appear. It was only after the emergency budget, and especially from Friday of 
last week, when it became apparent that Labour considered short-term measures 
to be enough for the time being, that the panic began. The colour of the govern- 
ment, the gaffes of individual ministers, the omissions of consultation, and then 
the most bewildering factor of all, sheer uncertainly of what decision the 
government would be driven to next—all these added fuel to the speculative 
flames. But without the basic payments deficit underlying them the gauchery 
of a Labour government could not possibly have brought such merciless 
retribution in the exchange market. 

This government-in-pawn must now provide much more specific evidence 
of its long-term remedies for Britain’s basic payments deficit. It must show 
above all that, despite its natural and unprogressive inclinations to shy away 
from really significant radical changes in Britain’s economic institutions and 
habits, it is willing to court the unpopularity that the choice of one or other 
of the available policy alternatives will certainly involve. 

The real clue to the Labour Government’s mishandling of this intensely 
difficult economic situation was given by Mr. George Brown when he presented 
that initial batch of correctives, consisting substantially of the too protective 


and too temporary surcharge. “We have spent the last ten days,” the First 


Secretary of State confided in one of those unknowing moments of truth, ‘‘being 


told by all the best people why we couldn’t do this, that and the other”; and 


the tragedy was that they faithfully listened to every one of them. 
Thus the Government deferred not only to domestic political considerations 


_ but also, and equally, to the feeling of foreign and City bankers in, rightly, 


ruling out devaluation. It deferred to the international codes of conduct by ruling 
out any real export subsidies, though it did cause an equal furore by choosing 
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the much more dubious expedient of import restrictions, albeit in monetary — 
rather than physical form. It deferred to Labour predilections, which at that — 
time fitted neatly with those of Washington, in omitting any action on interest a 
rates—until it was too late to have full psychological effect. It deferred to the ~ 
Bank of England in avoiding any check on the yawning outflow of long-term — 
capital, whether by administrative restriction or some new taxes ad ’ Américaine. — 
It deferred to expansionists everywhere by ruling out a savage deflation. To — 
repeat then: from the five possible remedies for basic imbalance—devaluation, — 
sizeable export incentives, high interest rates, capital controls, or full scale 
deflation—the Government initially made a determined choice. This was that it 
would choose none of them. | 

Each of these omissions could be stoutly defended on its own. The hard ~ 
fact remains that a choice among them has to be made if the balance of pay- ~ 
ments arithmetic is to add up. Certainly nobody can regard with equanimity 
the distintegration of the sterling area that controls on capital movements, just 
as much as devaluation, could involve. Nor, as The Economist has been the first 
to argue, could one be happy about additional deflationary measures that are 
certainly not justified on domestic grounds: even as it is, the new Bank rate, 
coming on top of the petrol tax and the surcharge, has clear deflationary risks, 
as it would not have done without the autumn budget. 

Yet the economic choice has to be made. One of the choices—devaluation— 
is for good ruled out, now that Britain has made this borrowing from abroad. 
Even those people who are very rightly concerned by the growing inhibitions 
being imposed by absolute rigidity of world exchange rates, not just on economic 
growth in Britain but in more and more countries besides, must now face their 
own political realities and support measures to hold the parity with full voice. 
It follows, however, that they—and the government—must look for compensat- 
ing adjustments elsewhere. One possible contribution could be made by in- 
creased controls on capital movements—though particular care would be 
needed at this delicate stage to avoid yet another adverse blow to confidence. — 


The better course would be to accept a high level Bank rate not just as a 
short-lived expedient, but as a major prop and stay for the capital account ~ 
while the longer term correctives for the export-import balance are put in ~ 
motion—i.e. perhaps even beyond the duration of the import surcharge. These ~ 
longer-term boosts clearly include a really tough incomes policy (with no more ~ 
Lord Devlins for the docks). But it is illusory to put one’s faith in incomes ~ 
policy alone; after all, Britain has in fact had a notably better incomes policy ~ 
in the past few years than at least its continental competitors. It is productivity 
that has lagged. The Government must therefore still find a way to make 
exports directly more profitable. Among the five possible remedies mentioned 
above, our own choice still falls unrepentantly on tax incentives for exports; 
this will involve returning to an old suggestion, which has been debated and 
rejected in government circles before, but there need be no apology for that. 


Since Britain’s existing sin over the import surcharge has now probably | 
ruled right out a second, if far more worthwhile, sin on actual export subsidies, 
a decisive new system of export incentives probably demands a substantial 
recasting of the domestic tax system. The object would be to put a far larger — 
burden on indirect taxes, which the international codes do allow to be remitted 
to exporters, at the expense of present direct taxes on companies. As will be ~ 
argued in more detail by a distinguished outside contributor in these columns 
next week, this presents a major case for replacing Mr. Callaghan’s proposed 
corporation tax by a turnover tax—remitted, as in other countries, on export — 
turnover. Until some real boost to exports is brought into effect, high interest — 
rates must be kept as a safeguard for the foreign balance: and if the confidence — 
trick is properly played, it ought to be possible, after a decent interval, to make ~ 
compensating tax cuts if domestic demand does begin to flag. But it is idle to © 


~ 
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ignore the fact that steady growth will no longer have priority. Instead, it is 
now clear, economic growth in Britain will be tailored, curbed and restrained 
to whatever rate the defence of the pound at $2.80 will allow. 

It has been extraordinarily tough on Labour, after thirteen years in the 
wilderness, to be dropped with a majority of four into perhaps the stickiest 
economic crisis in even Britain’s rich postwar experience. It is equally tough 
to face in such circumstances a critical business opinion at home and abroad. 
But no good will come to the Government from thrashing about at the unfairness 
of these handicaps. Unfair they may be; but in a large measure both have to 
be accepted as facts of political life. In a predominantly conservative country 
like Britain, it does tend to be at just such times that a left-wing party gets 
its chance; and left-wing parties do, in their nature, have a tougher time with 
businessmen, and with financial journalists, just as right-wing governments 
have a tougher time with trade unions and industrial correspondents. Mr. 
Wilson and his ministers, if they are to govern convincingly, must now not 
only stop fighting the last election, here and now and for good; they must also 
become vastly less sensitive to each and every bout of criticism, be bolder in 
taking action and tougher in sticking to it. 

It is on his ability to take at least a six months’ view, rather than on the 
inclusion of steel nationalisation or any other item from Labour’s election 
manifesto, that Mr. Wilson’s ability to govern now essentially depends. The 
long-suffering body of Britain’s economy must urgently be released from the 
pummelling of petty politics, of which even politicians themselves have now 
surely had enough. If the pound is indeed to be taken well and truly out of 
politics, that demands, if not a bi-partisan economic policy—though heaven 
knows there is in truth enough basis for it—at the least a truce in this unending 
and potentially disastrous election campaign. From both sides, please. 
Newsweek, December 14, 1964 


BUSINESS TIDES 


THE STERLING CRISIS 
By Henry Hazlitt 


Never before has any British Government made so many economic blunders 
in so few weeks in power. First, the new Prime Minister, Harold Wilson, 
announced the imposition of a “temporary” 15 per cent surcharge on imports 
and tax incentives for exports. The effect was to injure and disrupt the exports 
to Britain of all other countries, even if its six economic partners in the 
European Free Trade Association, and to provoke murmurs of retaliation 
everywhere. Worse, the action was accompanied by ‘‘assurances” that Britain 
had ‘‘no intention”? of raising its bank rate—in other words, that it had no 
intention of taking the first indispensable action toward curing its balance- 
of-payments problem. 

Of course this provoked distrust of sterling, and a rescue operation had 
to be undertaken. So on Nov. 7 ten of the world’s leading financial powers 
agreed through the International Monetary Fund to extend $1 billion in aid 
to Britain. But Wilson shook confidence further by announcing his determination 
to renationalize the steel industry. He hinted at new punitive taxes against 
corporations and investors, including a capital-gains tax. He increased pension 
and other social-welfare benefits. 


THE ‘SPECULATORS’ 


Sterling weakened again. Wilson gave new reassurances. Central banks 
and others thought there would at last be an increase in the British bank rate 
217318 
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at the regular weekly meeting on Thursday, Nov. 19. It didn’t occur. The 1 run 
on sterling started. Hurriedly, over the weekend, the British Government raised 
the discount rate from 5 per cent to the crisis level of 7 per cent. A Swiss 
banker made the premature declaration that “7 per cent will drag money from 
the moon.” He forgot that it won’t do this if lenders are afraid they won’t 
get their principal back. The run continued, and wasn’t stopped until Nov. 25 
when eleven nations announced that they had put together a record $3 billio n 
rescue package of currencies to defend the pound. Bi 
So the pound, once more, is rescued, and is presumably safe for at least thea q 
next three months. But what then? The notion so widely circulated in the 
press that the whole crisis was caused by a group of wicked speculators, “the 
gnomes in Zurich’, is simply childish. It is hard to imagine any group of | 
speculators foolish enough to imagine that they could permanently depress 
sterling by their own short sales. The “speculators” in sterling were the holders _ 4 
of sterling all over the world—central banks, commercial banks, exporters, | ; 
importers, and investors everywhere. They were scared by the Wilson blunders. | 
They wanted to get out. They wanted to protect themselves against being | 
swindled as the holders of sterling were swindled by the devaluation of the | . 
pound from $4.03 to $2.80 in September 1949. 


THREE CHOICES 


The total $4 billion or so of credit at best gives the British Government © 
a breathing spell. Otherwise it solves nothing. The future of the pound depends © 
on the policies that the British Government follows. | 
It has three possible courses. First, it may try to save the pound by more 
of the same kind of controls as the 15 per cent import surcharge and the 
export subsidy. It may resort to exchange controls, investment controls, import — 
quotas and licenses, compulsory exports, price and wage controls at home, and 
all the rest. But the world, and particularly the British, have become disen-_ 
chanted with these methods. They would mean a return to inconvertibility, and | 
at least two prices for sterling. q 
Secondly, the British could devalue the pound or, through the IMF, 9 
to get a world devaluation of currencies in terms of gold. 
Finally, Wilson could stand by tight money, and stop the printing presses" 
that have been turning out a glut of paper pounds. But this might lead to 
credit contraction and, particularly if the British unions continue with their 
usual demands, to a slump and unemployment. This violates all the policies 
that the Labor Party has been preaching for the last twenty years. : 
The problems of the dollar are different in urgency, but not in nature, from 
the problems of the pound. The fool’s paradise of budget deficits, cheap money, 
and printing-press currency cannot go on forever. q 


Barron’s National Business and Financial Weekly, November 30, 1964 


BUNDLES FOR BRITAIN 
The Free World Is Under New Monetary Management 4 


As financial crises go, the one that came and went last Wednesday (for the 
time being, at any rate) proved to be something of a dud. The sudden threat 
to the value of the pound, which once might have triggered a panic in stock Ko 
and bond markets throughout the world, caused barely a ripple. Apart from 
a flier in gold shares, Wall Street simply sat tight. Dealers in foreign exchange, 
who had trouble finding buyers of pounds in the morning, or sellers in the 
afternoon, suffered nothing worse than a frustrating day. Indeed, the only U.S. 
citizens who lost much sleep over sterling were the staff of the Feder ral 
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‘Reserve Bank of New York, who, in order to remain in constant touch with 
their counterparts abroad, had to rough it in emergency quarters overnight. 


Since the crisis passed, even those few who bore the brunt of it have 
resumed their customary routine. Federal Reserve officials have gone back 
to working regular hours. At the Treasury Department, the watchword is un- 
mistakably business-as-usual. In a statement released appropriately for the 
Thanksgiving holiday, Secretary C. Douglas Dillon gave a hopeful reading 
to the whole affair. The speed with which the authorities moved to counter 
“unwarranted speculative pressures” on the pound, observed Mr. Dillon, consti- 
tutes ‘‘yet another demonstration that present international monetary arrange- 
ments are strong, sound, flexible, resourceful and responsive to the needs of 
the free world.” 


Like all public servants, the Secretary of the Treasury doubtless feels 
honor-bound to view everything through rose-colored glasses. Even so, only a 
perennial optimist could point with pride to the frantic transatlantic telephone 
fund-raising that strikes others as a desperate measure taken in a desperate 
case. Only a man of frightening aplomb could shrug off so easily the far-reaching 
significance of last week’s events. While speculation inevitably played a part, 
the run on the pound in the main reflects mounting distrust in Great Britain’s 
economic future under its present government. Similarly, by refusing to accept 
any substitute for higher interest rates, the European central banks in effect 
have given Washington, like London, a decisive vote of no confidence. While 
the extent and speed of the change remain obscure, one thing is clear: the free 
world today is under new monetary management. 


The upheaval dates back to Friday, November 20, when uneasy holders 
of sterling, after weeks of waiting in vain for Labour to do something sensible 
about the deficit in the balance of payments, began to liquidate. Heavy selling 
that day cost the Bank of England, which commands less than $2.5 billion in 
gold and foreign exchange (against over $12 billion in short-term claims 
against sterling) an estimated $60 million. Over the week-end London an- 
nounced that it had arranged to borrow $1 billion in various currencies for as 
long as three years from the International Monetary Fund; before the market 
opened on Monday, the Old Lady of Threadneedle Street, throwing a long 
tradition of decorum to the winds, boosted the Bank Rate from 5% to 7% (a 
move which prompted most Federal Reserve Banks to raise rediscount rates 
from 34% to 4%). To everyone’s surprise, however, pressure on the pound 
persisted. Hence on Wednesday, as rumors of devaluation spread, the second 
bundle for Britain, totaling $3 billion in three-to-six month credits, was hastily 
put together. 

Like the Treasury’s so-called Magic Fives, a 7% Bank Rate historically— 
in both 1961 and 1957—has succeeded in working wonders. Its crucial failure 
last week suggests that Harold Wilson’s government, at least by the yardsticks 
of international baking, constitutes a greater disaster for the United Kingdom 
than Suez. “The fruits of Labour,” said Barron’s barely a month ago, “are 
likely to be bitter both at home and abroad.” So, in just four weeks, the event 
has proved. In a move which aimed at reducing over-crowding but merely 
succeeded in skying rents, they have banned all new office buildings in the 
city of London. For the benefit of railroad workers, they have slowed down 
the Tories’ efficiency drive and increased gasoline and diesel oil taxes. Come 
spring, they have pledged to unveil a budget calling for higher levies on 


personal incomes (in the middle and upper brackets) and corporate profits, as 


well as a tax on long-term capital gains. They are threatening to nationalize 


- steel. What basically ails Great Britain is a shortage of talent—owing in part 
to the “brain drain’”—and capital. Labour evidently proposes to cure it by 
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frightening away both essentials of economic growth. 
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Foreign relations, too, have gone rapidly from bad to worse. As Her — 
Majesty’s loyal opposition, the Labour Party, through doctrinaire objections to 
the sale of frigates to Franco’s Spain, succeeded in scuttling an estimated 
$100 million worth of badly needed exports. Since the October elections, White- — 
hall has pursued a policy of alienating friends and allies right and left. Two 
weeks ago, just before the latest outburst of Communist-inspired savagery in — 
the Congo, it imposed an embargo on arms shipments to the Union of South ~ 
Africa. Perhaps more important, London’s highhanded decree of a 15% ~ 
surtax on imports of luxury and manufactured products has proved acceptable — 
to nobody but Washington. The other members of the European Free Trade 
Association have assailed it bitterly as a breach of solemn treaty obligations. 
In the House of Commons recently, a leading Tory denounced such behaviour: 
“The present British Government has already won itself the reputation of 
being a government of broken faith. Each country from Norway to Spain 
had that done to it most calculated to offend its pride and instill doubts as 
to the value of agreements...’’ Napoleon once called Great Britain “perfidious 
Albion.” For the first time in history, Harold Wilson threatens to make the 
name stick. 

Such policies inevitably have offended and alarmed Britain’s creditors, 
private and public alike. The European central bankers who helped finance 
last week’s bail-out have been discreet. Nonetheless, their views on fiscal and 
credit matters are known to differ sharply from those of both the Chancellor 
of the Exchequer and the Secretary of the Treasury. For example, M. W. 
Holtrop, who doubles in brass as head of the central bank of The Netherlands 
and president of the Bank for International Settlements, is a sound money 
man. So are Karl Blessing of the Bundesbank and Dr. Guido Carli of Rome, 
whose stern restraints on inflation lately have gone a long way toward reversing 
capital flight and strengthening the lira. Even Socialist Sweden, homeland of 
the mischief-making Gunnar Myrdal (whose public advice to Labour to devalue 
deserves at least part of the blame for the run on the pound), has seen fit 
repeatedly to boost its discount rate. In terms of fiscal and credit policy, — 
Washington and London have been dangerously out of step. Now the pressure ~ 
of events is forcing them into line. 

While damaging to certain reputations and bruising to the national prestige, 
the experience, we venture to say, has not been wholly profitless. A financial 
crisis has been averted. More important for the free world’s long-range solven- 
cy, creditor nations finally have moved to lay down the economic law to their © 
debtors. Whether they can save the pound remains to be seen. By forcing 
Washington’s hand, however, they surely have struck a blow in defense — 
of the dollar. 
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BACK OF THE QUESTIONS 
ABOUT SOCIAL SECURITY 


There’s rising worry now about Social Security pensions. 

Many note this: Despite higher Social Security taxes, the reserve back of q 
pensions keep dropping; it was expected to soar. 

Another worry: Congress may add hospital care, wiht huge and unknown 
costs, to the program. 

The fact is that Social Security has undergone vast changes. And more 
may be coming. 

Commitments to pay more than 625 billion dollars in benefits now are on 
the books of the old-age, survivors and disability insurance system. These are 
the Social Security pensions to which Americans are looking for income to 
support them in their old age. 
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In the reserve fund built up back of those pensions there now is less than 22 
billion dollars. Actually, this fund has been diminishing in recent years instead 
of increasing as had been forecast in the past. 

Now Congress is getting set to raise Social Security benefits and taxes once 
again. In addition, pressure is building up to enact a system of hospital care for 
retired persons. The idea, gaining in favor, has been to put such medical care 
under the Social Security system. 

Costs of such a hospital-care program are highly uncertain. Opponents of 
such a measure warn that medical care could bankrupt the pension system. 
Proposals are being made to keep hospital care separate from the pension plan. 

Doubt among pensioners. Even so, many people are beginning to ask: Just 
how safe and secure are Social Security pensions? 

In the interview beginning on page 55 you get official answers to that 
question from Robert M. Ball, Commissioner of Social Security. 

Other facts, added to those brought out in the interview, help to explain 
to the 95 million people now insured or drawing benefits under the system what 
is the condition of its finances. 

Social Security, as it has turned out, is not like a private insurance system. 

For instance, the reserve fund has not been built up anywhere near the level 
of commitments to pay pensions, as would be the case in a true insurance system. 

Actually, the whole concept of the Social Security program has changed. 
Instead of building up a mammoth fund, the program is now virtually on a 
pay-as-you-go basis, and has been for quite some time. 

The reason: Congress keeps raising benefits about as rapidly as Social 
Security payroll tax collections go up. 


THE VAST AND GROWING COMMITMENT OF SOCIAL SECURITY 


Official estimates of the total future obligations of the Social Security 
system are shown here. The figures reflect the estimated total benefits to be 
paid in the future to persons now retired and to those now working and paying 
Social Security taxes to finance retirement in later years. 


LATEST ESTIMATE (1962) 


1960 ESTIMATE ae 
$625 BILLION 


1958 ESTIMATE = SPST 
$486 BILLION ©. : 


This is a measure of the huge and constantly increasing size of the Social 
Security program. As more and more people become entitled to bigger and 
bigger pensions in future years, the total commitments of the system grow. 


Note: The obligations shown above are amounts that would be needed to 
equal the benefits to be paid out in future years if the sums were invested at 
3 per cent interest. | 


Source: U.S. Dept. of Health, Education and Welfare. 
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This steady liberalization of the program ne kept the trust a aeel from 
building up to predicted levels. f 
For example, in 1954, before disability was added, the OASI trust fund 
stood at 20.6 billion dollars. The official forecast at that time was that t ey 
fund would climb to 28.5 billion dollars by 1965. 4 
Reserve shrinks. Actually, the old-age fund for 1965 is estimated at ont 
18.5 billions. Instead of showing a sizable gain over the past 10 years, the 
fund actually has been diminished by about 2 billion dollars. ; 
Commitments to pay pensions, meanwhile, have mounted steadily—as the | x 
accompanying chart shows. 
How safe, then, are future retirement checks under Social Security? 
The prevailing view is that, as a practical matter, pensions will be paid, | 
even if they have to be financed out of general tax revenues of the U.S. Treasury. — 
Nobody really doubts that. 
But note this: Under a pay-as-you-go system, Social Security pensioners © 
will be paid in large part from taxes levied on future workers. 
To illustrate how this works— 4 
At latest official estimate, in 1962, it was calculated that Social Security 
would need 625 billion dollars to meet commitments to pay retirement and — 
survivor benefits to those already insured. 
Against this liability, these assets were listed: 


Workers covered under the program could be expected to pay 282 billion — 
dollars in Social Security taxes before retiring—counting employer contri- q 
tutions. ‘a 

The gap widens. The old-age fund, with disability added, had calculated 
reserves of 22 billion dollars at the time of the 1962 estimate. ag 

Total assets thus came to 304 billions—as against total liabilities of 625° 
billions. 

This left a gap of 321 billions. 

Where will that money come from? Answer: From new workers entering 
the labor force and paying Social Security taxes—together with their em- a 
ployers’ contributions—at relatively high rates for a lifetime. 3 

The important point, the experts emphasize, is that this pay-as- you-go 
system does not threaten the safety or the soundness of the Social Security _ 
system in any manner. i 

Though Congress has shifted part of the tax burden to future workersil 
and employers, it’s agreed that benefits due to pensioners will be paid, that 
the obligations of Social Security will always be met. a 


+41 A 


An Official Interview 
HOW SAFE IS YOUR SOCIAL SECURITY PENSION? 


People keep asking: Can I really count on a Social Security pension? What’s — 
the assurance there will be money to pay it? Will rising costs wreck 
the pension system? These and many other questions are 
answered here by the top man in Social Security. 


Q. Mr. Ball, are people’s Social Security pensions safe?—-A. Oh, yes, I 
would say that they are absolutely and completely safe. i 
@. For persons who retire in the future, as well as for those area 
retired?—A. Yes, for both groups. 
People who are now getting pensions will continue to get them, and 
those who are entitled to pensions in the future will be able to draw them. j a 
the amounts the law contemplates. Ke 
Q. What is the guarantee?—A. It’s this: The Social Security program has 
been set up in such a way that, taking the system as a whole, the contributions 
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paid by workers and employers and the self-employed, plus the interest 
earned by the Social Security trust fund, will meet all benefit costs as they 
fall due in the future. 

c Now, it is true that there is a need for a small reallocation of income 
between the old-age and survivors part of the program and the disability 
part. But this can easily be handled, and without any increase in over-all 
contribution rates. Remember that Congress, from the beginning, has been very, 
very careful to provide for full financing whenever benefits have been in- 
creased. Costs of the program have been increased significantly, but the 
scheduled contribution rates have been increased to cover the costs. 

Q. What is the assurance that this kind of balance will be continued in 
the future?—-A. Mainly the strong determination of all concerned to see to 
it that the program is soundly financed. Congress has shown that it will take 
no chances on this. 

As a safeguard, the financing of the program is studied and reported on 
regularly by a board of trustees and reviewed by an advisory council com- 
posed of people from outside the Government. 

Nothing is left undone to keep the program sound. 

Q@. You mentioned the Social Security trust fund. What is that?—-A. It is 
a fund that stands back of Social Security benefits and can be used only for 
this purpose. It is first of all, a contingency reserve for periods when outgo 
might be greater than income because, for example, of a decline in employ- 
ment. Secondly, the funds earn interest and thus help to meet benefit costs. 

Q. How much is now in that reserve fund, or trust fund?—-A. About 22 
billion dollars in the old-age and survivors insurance fund and the disability 
insurance fund combined. 

Q. Isn’t that less than a few years ago?—-A. Yes, there have been some 
ups and downs in recent years. The funds hit a peak in 1958 of almost 24 
billion dollars. 


... “SOCIAL SECURITY TRUST FUND WILL GROW AGAIN” 


Q. So the fund has been shrinking—A. That’s right. But much of that 
decline has been the result of special and temporary situations. Some of the 
changes that have been made in the Social Security program have been of a 
character that increased short-term costs without increasing the long-term, or 
total, costs of the program. 

Q. What do you mean by that?—-A. Take an example. In 1956, Congress 
gave women workers and wives of retired workers the privilege of taking 
their benefits starting at age 62, instead of 65. Those who choose to do this get 
reduced benefits—that is, smaller pensions than they would have drawn if they 
had waited until age 65 to start. So, over the long run, the benefit cost is no 
greater than if these women had waited until 65 to start drawing benefits. 

Q. So, in time, it will all even out—-A. Exactly. You see, a lot of people 
came in for benefits who would have waited until age 65 under the old pro- 
gram. That had the short-term effect of reducing the trust fund. 

Q. Later on, will the fund start growing again?—A. Yes, it will. The pay- 
roll tax rates for Social Security—what are often called the “contributions” 
of employees and employers—as now scheduled in law will produce a signifi- 
cant increase in income for the fund in years just ahead. There will be more 
money coming in than going out, and the trust fund will grow again. 

Q. Starting when?—A. In 1966, and even more so in 1968. The employee 
today is paying 3 per cent of the first $4,800 of his earnings, with the employer 

paying a like amount. In 1966 the rate is scheduled to go to 4% per cent and, 
under present law, the final rate of 43 per cent is scheduled for 1968. These 
rate increases will produce large fund increases. 
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@. Looking ahead, how big is the fund expected to be in future years— 
at the schedule of benefits and payroll taxes now in law?—A. Under the 
assumption that earnings levels will not change in the future, the funds are 
estimated to reach 55 billion dollars Py 1975 and over 100 billion by the end 
of the century. j 

If earnings increase—as seems virtually a certainty—these balances will © 
be even higher under your assumption that benefits are kept as in present law. i 

However, I would like to point out that, in all likelihood, benefits would — 
be increased under conditions of rising wages, thus holding down trust-fund ~ 
accumulation. Moreover, it is quite likely that the ultimate rate will not actu- — 
ally go into effect as early as 1968. The 1958 advisory council recommended ~ 
against allowing this increase to go into effect under circumstances that would ~ 
produce large trust-fund surpluses, and, in its consideration of legislation this © 
year, the Congress voted to change the rate schedule so that there would not — 
be such a large buildup in the years immediately ahead. . 


SOCIAL SECURITY PENSION FUND: HOW THE SIGHTS HAVE BEEN LOWERED 


Official projections of the size of the trust fund for 
Old Age and Survivors Insurance as of the end of 1965: 


10 YEARS AGO, IN 1954— 


It was estimated officially that the Social 


Security fund in 1965 would be NOW, IN 1964— 
The official estimate of the Social Security DECREASE 


5 S aL fund in 1965 is only IN ESTIMATE: 
28.) BILLION | $10 BILLION, or 
$18.5 BILLION RTs | 


REASON FOR THE DROP: Over the years, Congress has voted repeatedly to expand the program, increase benefits and cover 
more people. Payroll taxes have been raised, too, but not enough to keep the fund growing as originally projected. In recent years, the fund 
actually has diminished. The Social Security Administration says this shrinkage is temporary, however, and the fund will soon start growing again. 


Note: Figures are for Old Age and Survivors Insurance only. Reserve for Disability Insurance is not included. 


Q. As of today, isn’t the fund considerably smaller than was contemplated — 
earlier?—-A. That’s right, for reasons I have mentioned. 


Q. And you don’t regard this as any threat to the system, or to the safety — 
of people’s pensions—A. No, I do not. You see, you have to look at the long- — 
range balance of income and outgo under the scheduled contributions, or tax © 
rates. And there is nothing in this picture to cause concern about the soundness | 
of the program. 


“THE PROGRAM IS SOUND”— 


Q. Is this your own opinion, or does it also represent the judgment of y 
other authorities on the program?—A. Oh, it’s not just my word, but the con- — 
clusions of outside advisory councils and of the Congress—that the progtaii™ 
is 100 per cent financially and actuarially sound. 

May I emphasize that the policy question of how large you want the trust — 
fund to become does not relate to the question of whether these pensions will 
be paid as they fall due. Very little of the cost of future benefits—only abe ; 
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SOCIAL SECURITY TAXES: 
A STEADY UPTREND | 

Payroll taxes, shared half and half by 

the worker and the employer — 


ce me ee ee en ee ee ee 


1937-49: fae | 
2% on first $3,000 of yearly pay, or 
$60 ERs 


: EES 3% on first $3,000, or 
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FEGSEES 3% on first $3,600, or 
$108 


PEA 4% on $3,600, or 


I a we mm a ne ee ee 


eke 4% on $4,200, or 
$168 


REYES 4.5% on $4,200, or 
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FRESH 5% on $4,800, or 
$240 Fe 


TSE 6% on $4,800, or 


$288 


FES 6.25% on $4,800, or 
$300 F 


SEVENTH 7.25% on $4,800, or 
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8.25% on $4,800, or 


9.25% on $4,800, or 


Tax increases in 1966 and 1968, scheduled 
under present law, will have to go even higher if. 
Social Security programs are liberalized further. 

Increased benefits under a bill passed by the 
House this year called for a 9.6 per cent top rate 
on $5,400 of earnings. Hospital care for the aged 
would come on top of that, pushing Social Security 
taxes well above 10 per cent. 


10 to 15 per cent—is expected under present law to come from interest earn- 
ings on the trust funds. The benefits will be paid, whether or not a large trust 


Q. You mentioned that the program is financed in part by the interest 


earnings on the fund. A smaller fund than contemplated means less income 
from interest, doesn’t it?—-A. That’s true. But it should be emphasized that 
the principal income of the system is from the contributions, or payroll taxes, 
paid by employees, employers and self-employed persons. Under present law, 
as I indicated, the earnings of the fund from interest, in the long run, are 


fund is accumulated. 
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estimated to account for only about 10 to 15 per cent of the total cost of the © 
system. So you can see that interest on the fund is not the big thing in financ- 
ing the program. “—- 

Q. Are you saying that large interest earnings on a big trust fund are not 
necessary for sound financing of the program?—A. Exactly. A smaller fund — 
than contemplated simply means that some part of the 10 to 15 per cent of the 2 
cost of benefits now assumed to be met by interest must be financed in some ~ 
other way. Contributions are the principal source of income in any event. a 


IF THERE’S A DEPRESSION— 


Q. What if we were to have a depression? Would the fund, at its present ~ 
size, carry the program through a period of sharply reduced income from pay- 
roll taxes?—-A. Yes, this fund is considerably more than enough to carry the 
program through a business downturn comparable to any downturn that has 
been experienced in this country for a generation. a 

Q. Like the depression of the early ’30s?—A. Well, now, I don’t think ~ 
anybody contemplates that the United States will again get into a situation | 
- where a quarter of the labour force is unemployed, as there was in the early — 

1930s. : 

@. In a depression, wouldn’t there be a drop in the income of the pro- 
gram and an increase in the number of people retiring and starting to draw 
pensions?——-A. Yes, there would. N 

Q. What would happen if, in a prolonged and severe depression, the fund 
were wiped out?—-A. Well, I have indicated that even the present fund, which 
will grow in years ahead, is sufficient to carry us through a very serious depres- 
sion. I believe it is unrealistic to consider a situation so severe and so pro- 
longed that the fund would be wiped out. If you project such a serious situa- 
_ tion as that, the whole country would have hundreds of terrible problems, of 

which this would be only one. 


“CONGRESS PROVIDES SUFFICIENT FINANCING FOR BENEFITS” 


Q. What is the Government’s commitment to pay pensions? Does the ~ 
pensioner have some sort of contract with the Social Security system?—A. ~ 
No, there is no such contract. This is one of the major distinctions between 
a private insurance arrangement and a Government social-insurance arrange- 
ment. But, under a Government program, people have statutory rights. The 
commitment is stated in law. 

@. Meaning that a person can demand his rights as provided by law—A. 
That’s right. If the administering agency does not give the individual those 
rights, he can appeal through an appeals process, ultimately to the courts if 


necessary, and force payment of benefits that have been given him by act of | 
Congress. 


HOW SYSTEM HAS CHANGED 


Q. Can’t Congress change the law, thus altering the individual’s rights? — 
—A. Indeed it can, and it has repeatedly. These changes have been by way _ 
of broadening the program, raising the benefits of those already retired and — 
yet to retire, adjusting contributions accordingly—all these have been changes ‘ 
that affected the rights of individuals. ; 

This is in contrast with private insurance contracts. Under a private con- — 
tract, an individual has an agreement to pay a given number of dollars and, 
in return, he gets certain protection that almost always is expressed in terms b 
of fixed dollars. 


Q@. Has Congress ever voted to reduce pensions?—A. No, never. 
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___Q. Do you think there is any likelihood that Congress would ever reduce 
Social Security pensions?—-A. No, I really don’t. I don’t think this is at all 
a real possibility. 
Q. As you say, Congress has raised benefits a number of times. Has it 
always provided payroll-tax rates high enough to meet the benefits to which 
the system is committed?—-A. Yes, absolutely. I would say—and the trustees 
and the past advisory councils have had no hesitation in saying—that Congress 
has provided sufficient financing to meet all the benefits as they fall due, pene 
the best actuarial estimates obtainable. 

Nobody pretends to know exactly what’s going to happen 75 or 100 years 
from now. But, so far as we can see at this time, the contribution rates as set 
by law are sound and adequate for the needs as currently projected. 

@. And are you saying that pensioners need have no fear that Congress 
will ever raise benefits and decline to raise the payroll tax enough to cover 
the cost?—-A. To me it’s quite unthinkable that Congress would raise benefits 
without making provision to cover the cost. I don’t believe there is any pro- 
gram that has been handled more responsibly by the committees of Congress 
or by the executive branch of the Government than has the Social Security 
program. . 

Let me say this: The Social Security system has been correctly called 
the largest financial trusteeship in history. Just about every American has a 
stake in it. Congress is well aware that the soundness of its financing—the 
sufficiency of the financing to cover its obligations—is a matter of great im- 
portance to the whole population of this country. The Congress has proven 
its complete responsibility in this matter by always providing for the full 
financing of the benefits. 

Q@. Some people have been saying that a 10 per cent combined tax—that 
is, 5 per cent each on employer and employee—is about the practical lmit 
for Social Security. If so, does that also mean a ceiling on benefits?—-A. Well, 
I have heard statements about a 10 per cent limit. Personally, I doubt it. The 
Senate this year passed a bill calling for a combined rate of 10.4 per cent, 
but this did not become law in the session just ended. However, the important 
point we have just been discussing is that benefits and financing go together. 
I don’t know anyone who advocates increased benefits without also advocating 
increased financing to cover the cost. 

Q. Getting back to the reserve funds: In what form does the fund hold 
that 22 billion dollars?—-A. In U.S. Government bonds. 

Q@. The Government, in other words, has borrowed the money—A. Yes, 
and put up bonds for it. 

Q. So the money has been spent, and is not there in the fund at all—A. 
It is true, of course, that the Government—as a borrower from the fund, 
just as it would as a borrower from a bank—has used the cash. The fund, 
instead of holding cash, holds Government bonds, and earns a return on 
those bonds. The Government has an obligation to the trust fund, as it would 
have to an individual or bank or corporation it had borrowed from. That 
obligation is to pay interest and repay the principal. 


ADVANTAGES IN FUND LOANS 


Q. Some people find it hard to believe there really is a reserve fund. Is 
there a fund when the Government has already borrowed and spent the 
money ?—A. Of course there is a fund, and no less real than if the money were 
there in cash. 

I’m always surprised at the persistence of the idea that the fund is gone. 
This has been answered authoritatively many, many times. 
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I think it’s clear, on analysis, that the situation is this: If the Govern- 
ment did not borrow from the trust fund, it would have to borrow an equal , 
amount from others—say, the banks or the general public. Then, when the | 
time came to pay off the bonds and interests, the Government would have to : 
colect taxes or else borrow to pay the banks or the general public. j 

It’s exactly the same way with the Social Security funds. To the extent — 
the Social Security trust funds—instead of other bondholders—receive interest 
in the future, it is not necessary to get as much income from Social Security 
contributions. If there were no Social Security funds, general taxes or borrow- | 
ing would have to be equally high to pay the private bondholders and, in — 
addition, Social Security contributions would have to be higher to make up © 
for the lack of interest income. 

Q. And the Government’s commitment to the Social Security fund is the © 
same as the commitment it has to any other holder of Government bonds?—A. 
Exactly the same. To the same extent that the Government’s credit is good, 
the Social Security fund is sound. 


Q. Another question about the soundness of the program: It appears that — 
the typical worker and his family stand to get back ultimately more than 
he pays into Social Security. If that’s true, how can the system make ends 
meet’?—-A. What’s overlooked in this question is the employer’s contribution. © 
That’s the main thing. Remember that every dollar paid in by an employee ~ 
is matched by another dollar paid in by his employer. So the employer’s 
contribution is used toward the cost of benefits to those who do not them- 


selves pay the full cost of their own benefits. Then, too, there are the interest 
earnings of the fund. 


“THIS AMOUNTS PRETTY MUCH TO AN INFLATION-PROOF SYSTEM” 


Q. So it’s not true that this generation of workers is just shifting the — 
burden to future generations?—-A. Not in the sense of shifting a burden in ~ 
higher employee contributions. 


In real economic terms it is true that the producers of each generation 
support the retired of that generation except insofar as the savings of the 
retired have increased available capital and therefore production. 

@. Who are some of these groups that do not pay their way?—A. Well, © 
right now there are a great many people drawing benefits who became 
eligible for retirement before they had a chance to contribute for any long — 
period of years. Under present law, a part of the employer contributions on 
into the future goes to pay the major part of the benefit costs for these people. 

Q. Are lower-paid workers in that group, too?—A. Yes, they are. If their 
benefits were geared strictly to their wages and contributions, some of them ~ 
would draw pensions too small to serve a real social purpose. So there is a 
weighting in the benefit formula to give them higher benefits in relation to — 
their contributions than, say, a worker earning the maximum amount subject — 
to the payroll tax. q 

Q. Can a youngster starting to work today ever hope to get back as much © 
as he paid in?—A. Yes, and then some. On the average, youngsters starting — 
to work now will pay for about 80 to 85 per cent of the cost of their benefit — 
protection. The rest will come out of the employer’s contribution. : 

Q. What about a youngster earning $4,800, the maximum amount subject — 
to payroll tax, and thus paying the maximum tax?—A. If you measure that 
on a traditional actuarial basis, he can expect to get back just about the value © 
of his own contributions. If you recognize that in all probability dollar benefits 


will be increased as wages and prices rise, he will get more than the value of . 
his own contributions. . 
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You must, of course, take into account the probability that a youngster 
in time will acquire a family of his own. The protection he is paying for includes 
benefits for his survivors in event of his death and for himself and his depend- 
ents in the event of long-term total disability. These parts of the program are 
often overlooked. 


WHEN BREADWINNERS DIE 


Q. In numbers involved, is survivorship protection an important part of 
the program?—A. Extremely important. For example, we are now paying 
monthly benefits to about half a million young widows and well over 2 million 
paternal orphans. The face value of the protection provided in the survivorship 
element of the program alone is about 625 billion dollars. You have to take that 
into account in measuring benefits against payroll contributions. 

Q. From the standpoint of the typical worker, is Social Security a good 
buy? Would it be correct to say that no worker could buy private insurance 
to provide what Social Security does at a cheaper price than the tax he 
pays?—A. Yes, I would say that. And it’s primarily because of the employer 
contribution. 

Q. Another point that is sometimes mentioned as a hazard: Might an 
individual’s stake in a Social Security pension be wiped out, in part, by 
inflation?—-A. Well, as a practical matter, no—not to any major extent and 
not for any long period of time. As a matter of fact, this amounts pretty much 
to an inflation-proof system. 

Now, I’m not implying that this is written specifically into law. What I 
am saying is that it works out to be largely inflation-proof, for two reasons: 
first, because of the way it is financed, and, second, because of Congress’s 
record of raising benefits to offset higher living costs. 

Q. What do you mean by saying that there is inflation protection in the 
way the program is financed?—A. It works this way: The contribution, or 
payroll tax, is based on the first $4,800 of the worker’s pay. As wages rise, 
more and more workers earn enough to pay the maximum tax. Others in 
lower pay scales get higher wages than before, and pay more tax. Thus, the 
tax generates more income for the program. 

On the other hand, because the benefit formula, as we discussed earlier, 
does not give as much to the higher-paid worker as to the lower-paid in 
relation to contributions, benefit obligations do not rise proportionately with 
increased earnings and the resulting increased income to the system. This tends 
to produce a surplus of income to the trust fund. 

Q. How does that help the individual?—-A. This way: Any surplus income 
to the fund provides a certain amount of leeway for Congress to raise benefits 
without raising the payroll tax. The effect is to give protection against inflation, 
particularly when you recall that wages in this country have, on the average, 
risen much more than prices. 

Q. To sum up, would you say that pensions are secure against everything 
except runaway inflation?—-A. I would say that pensions, in any event, are 
secure in terms of dollar amounts. I would think they are also safe in terms 
of purchasing power, because I would expect that Congress, as in the past, 
would make any changes necessary to keep benefits up with prices. I think 
that obligation is well recognized in Congress. 


COVERED: 75 MILLION 


Q. You mentioned the fact that nearly everybody in the country has a 
stake, direct or indirect, in the Social Security program. How many workers 
are covered?—A. In the course of a year, with people moving in and out of 
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the labor force, slightly more than 75 million people make contributions to 
the program—that is, pay Social Security taxes. At any one time, 9 out of 10 
workers are covered. Just about everybody is in the program. There are ty o 
major exceptions, first, federal employees, who have their own program; and, 
second, self-employed physicians. 

Q. How many are drawing pensions?—A. About 19.7 million. That’s one 
out of every 10 people in the country. $ “4 

Q. Will the number grow?—A. Yes. It grows each year. 

Q. And you seem to feel that these people need have no fear about whether _ 
the money will be available to pay these pensions as they come due in increasing 
numbers each year. Is that right?—-A. That’s right. Absolutely. a 
(End) | 


PENSION CAKE 
By S. M. Thompson, F.S.A. 


“Pension Cake” is part of a forthcoming book which Mr. Thompson (a 
former Vice-President and Treasurer of The Manufacturers Life Insurance © 
Company) is preparing. It was written by Mr. Thompson before recent proposed ~ 
changes in the Canada Pension Plan were announced by the government, but — 
since we had already scheduled this critique as an insert in our February edition 
of the News Letter, and since Mr. Thompson asserts that the facts are funda- — 
mentally correct notwithstanding the new proposals, we decided to circulate 
his comments as planned. (We realize that certain of Mr. Thompson’s figures — 
may no longer be correct in view of the changes—if they are implemented.) 

Not all of us who have responsibility for publishing Mr. Thompson’s — 
comments on the proposed Canada Pension Plan agree completely with his — 
presentation; we do agree with the spirit of what he says and we admire hie a 
manner of saying it. We believe you will enjoy his style and that you will find — 
his arguments thought-provoking. 

(Supporting Mr. Thompson’s opinions and the industry’s, was a Financial © 
Post article, February Ist issue, by Marian Ogden. Miss Ogden says: “Ottawa’s — 
new version of the Canada Pension Plan, instead of settling controversial issues 
and pacifying critics, has raised a whole new set of questions. And most of 
the old objections still stand... Unlike private pension funds, which are deli- © 
berately built up to meet known benefit objectives, Ottawa’s newly conceived © 
fund grew up accidentally (as a result of various benefit changes and shifting — 
of financing methods) and is in fact subject to no plan.’’) 

If the proposed CANADA PENSION PLAN is enacted, Canada will have 
a 3-layer Pension cake: « 


Old Age Security -+ Private Pension Plans + the’ CPP 5 


This paper concerns itself with the new layer—the CPP. It is a lab report 
of the chemical analysis of the ingredients in this new layer. With the con- 
clusions that this seemingly sweet and pleasing cake-layer is, in the pro 
of disgestion, toxic to a pronounced degree. 

Its effects on the consumer will be similar to that induced by a powerful 
stimulant—elation followed by depression. 

The long-term effects are more serious; they will evidence themselves 25: 
or 30 years hence and are most apt to develop a near-fatal illness. F 

At that stage any treatment can only be of a temporizing nature—thoug th 
there is, of course, the well-known superdrug “inflation”? which would destroy 
the disease while the patient dies of the medicine. Pi, 

As an Addendum, there is attached an analysis of the two existing layers— 


OAS and PPP—showing that these are wholesome and that PPP is especia ny, 
nutritive. ‘ 
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THE CANADA PENSION PLAN 


The Canada Pension Plan is a compulsory coverage of virtualy all civilian 
employees in Canada, aged 18 to 69. In addition the plan offers voluntary 
coverage to the self-employed, such as: professional people—doctors, lawyers 
and nurses; farmers and travelling salesmen; workers in casual employment 


such as cleaning women, fishermen, housemaids and farm laborers; some 


6,350,000 persons in all—Canada’s work force. 


The pension benefit is 30% of average salary at age 70, with a death 
benefit to surviving widows of 60% of the foregoing. For full benefit at 70, a 
minimum employment record of 10 years after inception is required, but those 
now aged 60 to 69 can secure graded-down benefits of 9/10, 8/10... to 1/10 
at age 69. A person aged 69, for example, may work 1 year and receive a 
monthly pension of $10 for life at age 70. Also, retirement may take place 
before 70 at reduced rates of benefit. For example, one may retire at age 65 at 
673% of full pension, 74% at 66, 804% at 67; 87% at 68, and 924% at 69. 


The plan assumes that all boys and girls aged 18 and presently working, 
have in prospect 47 years of gainful employment—from now to age 65—but to 
cover periods of temporary disability—such as skiing accidents to the boys 
and child-bearing for the girls—or temporary unemployment for any reason, 
(with resultant wages zero), 10% time off is allowed in computing average 
salary, or 4.7 years. It at the inception of the plan you are 25 years old, you get 
10% of 40, or 4 years off. 


The contribution is 2% of salary or wages, 1% from employee, 1% from 
employer. Self-employed pay 2%. These are for the First Ten Years only. 

After 10 years, one has a choice of “high” or “‘low’’....see EXCURSIONS 
TO NEVER-NEVER LAND, following. 


Like RICH and POOR RELATIONS BENEFITS and CONTRIBUTIONS 
ARE RELATED, but, BENEFITS and CONTRIBUTIONS ARE NOT EQUATED. 


Example 1: Actual 


I am already a pensioner under a private plan, aged 63, in fair health. To 
avoid boredom, I am an actuarial consultant in a small way. If I were to exert 
myself and earn $4,000 in fees in each of the next 6 years, I could draw a CPP 
pension for life at the rate of $720 per annum for which I would have paid $480 
in total! As it is a 4 to 1 bet that I reach age 70, and then have excellent chances 
of collecting not one but ten years of pension, the temptation is well-nigh irre- 
sistible! Dare I deny my dependent wife the fruits of this extraordinary windfall 
—hbut if I don’t deny her, dare I face my unmarried daughter and my son-in- 
law with his heavy family responsibilities, each on modest salary—knowing 
that almost every penny of my pension is paid by them or people like them? 


Example 2: Hypothetical 


The mysterious case of the CORPORATION EXECUTIVE and his SEC- 
RETARY. He is aged 60, makes $40,000 a year, is not on the horns of any moral 
dilemma about pensions, for he is obliged by law to join the CPP. He is com- 
pelled to pay $40 a year to it for 10 years if he stays on his job. For his contribu- 
tions of $400 in all, he receives at 70 a pension for life of $1,200 a year! If he 


_had bought it from the Government Annuities Branch, he would have had to 


pay almost 30 times as much! 

His Secretary is POLLY POTHOOKS, aged 25, salary $4,000. She too is 
obliged to pay in $40 a year. Polly works for 10 years, then marries. When she 
leaves the office, she gets a certificate for a paid-up pension at age 70. For how 
much? $100 a month like her boss?. .. No, for $27.80 a month as long as she 


lives—past 70. 
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The Minister seemingly dismisses the inequity of pension return in example 
2 by reminding us that at the inception of any pension plan, older people always — 
present problems—and by inference, seems to suggest that time will wipe them | 
out. 

I suggest that we test this optimistic assumption in the History Lab. 

Social Security is the NAME of the CONTRIBUTORY WAGE-RELATED — 
PLAN in the United States. It came into effect there in 1937, and at the end of | 
1959 was 22 years old. All wage-related plans contain inequities at inception, — 
but have these been eliminated after 22 years? 

Hereunder is the record of 4 men, each aged 43 at the inception of the plan, 
and who retired at age 65 in 1959. 


Note that their salaries or wages varied from “low” to “‘average’’. 


4 Married Men: Retired at 65 in 1959 


Average The value in 1959 of 

Monthly All Future Total 

Earnings Benefits Contributions Windfall 
$100 $12,460 $ 820 $11,540 
200 17,740 1,840 15,900 
300 22,170 2,490 19,680 
400 24,490 2,590 21,900 


From this history, it is evident that Time Does Cure Inequities! 

On the contrary, time tends to compound inequities, when we now observe 
the steadily increasing premiums necessitated by this plan and the future 
prospect of this plan. 


CONTRIBUTIONS 


Initial contributions are deceptively low in wage-related plans. But here is — 


the schedule of rates actually paid under the SOCIAL SECURITY PLAN in the 
UNITED STATES. 


1937 2% of contributory earnings 
1940 2% 
1945 2% 
1950 3% 
1954 4% 
1962 61% 
scheduled for 1968 94% 


By 1962 the rate of contributions had trebled. 


The plan was 25 years old in 1962, and at this point one of Canada’s most 
eminent actuaries said: 

“To help sustain the level of Social Security benefits now being paid out, 
the contribution rates are scheduled to a 50% increase by 1968. 

“By that time many young men entering the labour force and their em- — 
ployers will be paying into the plan nearly double the amount they need to buy 
their pension in the PRIVATE ANNUITY MARKET”. 

What happens then?—Rebellion?—Collapse of Plan?—‘unless these prom- 
ises are hoisted further, with the cost hopefully saddled onto still younger 
brothers and sons”. 


—deferring the day of reckoning— 


The key word is hopefully—and with that, we enter the never-never land > 


of Population Projection, its age distribution, and explore the range of full 
pension premium rates. 
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EY For : a description of this journey into the distant future, we now turn to the 
actuarial report of August 30, 1963 on the Canada Pension Plan, prepared by 
the Chief Actuary of the Federal Department of Insurance. 


EXCURSIONS INTO NEVER-NEVER LAND 


Why hopefully? In any estimate of future long-range costs under a wage- 
related pension plan, it should be evident that the single most important factor 
is the proportion of pensioners to workers and the trends therein. 


pensioners ; 
The higher the ratio. ———————,, the greater the cost. 
The lower 4 i workers “lesser ‘“ ‘ 
An increasing ratio rising costs 
A decreasing ‘ Hi reducing costs. 


Observe our intrepid actuaries as they make their perilous journey into the 
Never-Never Land of Projected Canadian population. They in fact make 2 
excursions. 


FIRST EXCURSION 


This is a bold and daring adventure—everything goes off just right. While 
mortality does improve, it is much greater among the worker and particularly 
among young workers; immigrants come in goodly numbers and stay, but 
most importantly of all, our girls maintain their present world record as 
baby-producers. 

Remember Polly Pothooks and the formula on page 1? Everybody Polly’s 
age gets 4 years off, to cover temporary disabilities, so average salary is based 
on 36 years of best salary! Fair enough; but in the case of Polly and her girl 
friends of the same age, CPP gives a particularly tough assignment! In the 
national interest and for the specific purpose of low cost CPP pensions we 
discover a fascinating suspense story of sex and social security—Polly and her 
pals must each produce 4 live babies—and this in their “time off’. Can they 
do it? Of course they can. 


THE PENSION PLANNERS SAY SO. 
I am puzzled as to why the Minister of Health and Welfare, herself a 
woman, discriminates against her own sex and favours the boys. 
DISCOVERY 


| 1. Canada, between now and 2050, will have a population rise to 155 
million! 


: 


aged 65 and over, 
| 2. The ratio “ 20-64 pretty constant around 15%, and trending 
downward to 14% in 2050! 


RESULTS of this DISCOVERY—LOW COST pensions 
net rates for wage-related benefits only 


1980 1.82% of contributory earnings 
1985 2.54 
1990 3.10 
2000 Soe 
2005-2025 3.29 
2030-2045 3.51 
2050 3.56 
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Now, a prerequisite for the success of any wage-related contributory plan 
is that contributions must become flat or decreasing after a reasonable passage 
of time, after inception of the plan. 

The above rates pass this test, for from 2000 on they are “flat” at about 
3.55%. 

If, therefore, we have reasonable confidence in the assumptions underlying 
these rates, viz. mortality, immigration and fertility (and unemployment ratios), 
a plan based thereon can be said to be actuarially sound in concept. 


SECOND EXCURSION 


The second excursion is undertaken with timidity and general distrust! 
Canada’s population increases to only 45 million by 2050, and there is, more- 
over, a shocking discovery of failure on the part of Canada’s young womanhood! 
Their baby-production rate has fallen away off their previous proud record. 
The result is that the all-important ratio of the elderly to the active workers 
has doubled. 

The result is high and almost continuously rising pension costs. 


Percentage of 65 and over 


to 20-64 span Net Cost 
1980 15.7% 1.97% of contributory earnings 
1985 16.4 2.76 
1990 17.8. 3.44 
2000 BIEN 4.07 
2005 16.4 4.02 
2010 16.0 4.00 
2015 17.4 4.27 
2020 19.5 4.82 
2025 Aad 5.42 
2030 25.2 5.91 
2035 24.5 6.28 
2040 25.9 6.62 
2045 PALS 7.01 
2050 29.0 £62 fe 


These rates fail the test outlined above. A plan based thereon is conse-— 
quently actuarially unsound in concept. 3 
What does the Actuarial Report say about these two sets of rates, which 
are so widely divergent? y 
“For the long term, since many elements entering the calculations cannot 
be predicted with any degree of confidence, the 2 sets of estimates were 
produced...within which range the actual cost might be expected to “fall”. _ 
So in Table 8 of the Actuarial Report, the average of these 2 sets of rates 
are set out as indicative of the pattern of rates to be expected under the 


Canada Pension Plan. These are gross rates including related benefits. M 
1980 3.14% 2020 5.22% Gi 
1985 3.74% 2025 5.55 % f 
1990 4.33% 2030 5.74% 
2000 4.59% 2035 5.92% é 
2005 4.44% 2040 6.13% i 
2010 4.55% 2045 6.39% " 
2015 4.82% 2050 6.61% an 


These rates show almost continuous increase. As a consequence, young 
entrants and their employers will at some future date be paying some multiple 
of the sum necessary to buy the same benefit in the open market. : 
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. Under these circumstances, a plan based on the foregoing rates will then 
collapse due to the revolt of new entrants. 
Consequently, the Canada Pension Plan is obviously actaaniatly Aidecond: 
My criticism is of the Canada Pension Plan and the Planners, but not 

of the highly-qualified actuaries whose assignment was to interpret mathematic- 
ally the scheme of the Planners. 

The professional integrity of the actuaries of the Report is evidenced 
by their repeated warnings in Appendix 1: 


1. “Clearly, when short-term projections made in the past for periods 
of 10 to 20 years have often been wide of the mark, population 
estimates into the long-term future cannot be expected to reproduce 

the populations that actually develop.” 


2. They repeat their warning by quoting from a 1957 population 
projection in the United States: “previous estimates of future 
fertility have generally been to low. It seems clear that a decrease 
must eventually occur since the population cannot go on increasing 
indefinitely. If present fertility rates continued to the year 2050, 
the total United States population would be over a billion. The most 
important question is when a decline will begin and how rapid 
it will be.” 


3. Their third warning is very strong: ‘Fertility rates are even more 
unpredictable than mortality rates!” 


From 1921 to 1937 fertility rates fell continuously, total drop 32%. 

From 1937 to 1946 fertility rates rose continuously, total rise 35%. 

From 1946 to 1960 fertility rates have been constant, a birthrate of 26— 
27 live births per 1,000 of population. , 

Obviously our legislators have not read the warnings in the Actuarial 
Report, otherwise they would be aware of these. . 


TRAGIC POSSIBILITIES 


1. CPP’s enacment will immediately begin to cause grave injury to 
our economy. Many pension plans will be cancelled. Accumulated 
savings thereunder, (presently $7 billion, + yearly contributions 
+ interest), constitute a major part of the capital demanded if 
Canada is to continue its development. | 
The cancellation of plans will place large sums in former partici- 
pants’ hands. This suggests a “spending spree” and while this will 
provide a temporary shot-in-the-arm for the consumer goods 
industry, at the same time it will lead to an enesecapable reduction 
in the availability of investment capital...a stuttering economy... 
with increasing unemployment and probable, eventual depression. 


2. The not-unlikely COLLAPSE of the CANADA PENSION PLAN, 
possibly 25 or 30 years hence, would have UNIMAGINABLE CON- 
SEQUENCES and might inflict a MORTAL BLOW to our Free 
Society. 

S. M. THOMPSON, F.S.A. 
Toronto, Nov. 1963 
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ADDENDUM 


Now for the promised short inbovatoy analysis of the present two-layer 
cake: 


O.A.S. 


The basic layer is—Old Age Security—the flat monthly allowance 
(currently $75) to all at age 70. 


Before its enactment in 1952, 1 out of every 2 persons aged 70 or more 
required and received “needs- tested” government public assistance. No doubtg 
many more required it but were too proud to ask for public charity. These are 
the bitter fruits of inflation. " 

“But 10 years later, 1962, “means-tested assistance” had shrunk to the 
point where only 1 in 10 was receiving it...and with the latest addition to 
the benefit the ratio will go down again. | 

_I think that all can now agree that O.A‘S. is fulfilling its originally an-— 
nounced purpose, viz. to place such a floor under private savings, that they, — 


together with O.A.S. will give the most adequate security possible for the 
greatest possible number of Canadians. 


As a result, the addition of the CPP top layer is completely unnecessary . 


fi 


it will replace and ultimately destroy the 2 present sound layers, O.A.S. andl 


PPP. i 


P.P.P . 

Private Pension Plans are actuarially sound in concept. This is because each 
member and his employer together pay exactly for what he, the individual » 
member, gets, assisted by a third member in the partnership named Compound 
Interest. For a young man or woman, aged 25 at entry into a private pension © 
scheme which pensions at age 65, interest pays no less than 60% of the cost, § 
assuming 4% interest, compounded yearly. 


_ Meanwhile, these people and all their pals in the scheme may take a 
satisfaction in knowing that they are building the highways of Canada and the 
hospitals for victims of the highways; high-rise apartments and slum-clearance 
low-rental housing; pipe-lines and corset factories... the capital assets of our 
modern industrial and commercial complex on which our existence depends. 


Some say that the Canada Pension Plan may adversely affect private pen- 
sion fund accumulation of savings, I say this is a certainty! 
“Many workers immediately would become overpensioned. For example, 
those earning an average salary of $4,000 generally have company benefits of 


company pension - is $2,000; O. As S. adds $900 a year... but now CPP promises — 
$1,200: more. Total pension $4,100 at age 70...more than their average salary - 
while working! This with the kids all educated and self-supporting and the 
pensioner’s needs reduced to those of the wife and himself. He is obviously 
OVER-PENSIONED. q 


The obvious next step is to cancel the Company plan...CPP IS SO. 


CHEAP!!!!! (The results of this development are covered uinden TRAGIC 
POSSIBILITIES. ) 
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WEEKLY FORUM OF MANAGEMENT IDEAS FOR 
INSURANCE EXECUTIVES 


PRIVATE INSURANCE AND PUBLIC RESPONSIBILITY 
By Raymond Moley, Contributing Editor, “Newsweek” 


a This forthright discussion of the correlation of insurance and public re- 

_ sponsibility i is the substance of the first address in the series of Clarence Axman 

ee sponsored by the Clarence Axman Educational Fund, administered by © 

“a _ the College of Insurance of New York City. Mr. Moley presented this as the 

-Juncheon address this week Thursday at the annual meeting of the American 

_ Life Convention in Chicago. Mr. Moley is eminent as original ‘“‘braintruster”’ 

for the F.D.R. administration in the black 1930s and as an editor and columnist | 

‘ with unusual perspective and understanding of the inter-relations of business. 
py _ government and people. 

i I am not here to carry coals to Newcastle. I know insurance only from the 

: outside as a client and an observer. I have not come here to tell you how to run 

“your business. If I can serve any purpose, I can only comment upon the area 

r in which private insurance and government meet and also, indirectly, upon 

_ the public which both private insurance and official life profess to. serve, 

? I hardly need tell you of the vast degree to which government has inter- 

‘ vened in the business of insurance during the past few years. This intervention 
has taken two forms—regulation on the one hand, and competition on the other. 

4, . If I were to list and comment upon the many forms of government regu- 

& lation with which insurance must deal, I would exhaust my alloted time on 

ee that subject alone. For the laws and regulations, state and Federal, have gathered 

around your operations with some of the stubborn inevitability of virile ivy 
feet owing upon a strong and healthy tree. As this network has accumulated, you 
have found some sort of uneasy accommodation with it. 

: For regulation is an aspect of government which has grown and developed 
‘ over the centuries. Methods have been measurably perfected to guide and, when 
_ necessary, to restrain private business. A degree of such regulation is essential 

if individual enterprise is to survive. 


‘ ; But a few basic principles are pertinent when any form of regulation is 
i considered by official authority: 
% ‘ 1. Regulation is best when the regulating authority is closest to the regulated 


_ business. In this instance state regulation is or should be preferred over any 
Be Federal intervention. State regulation has proved to be best suited to its purpose. 
And may the time never come when that province of the states is taken from 
on by a Federal bureaucracy. 
4 f 2. In all government regulation the public interest is best served when gov- 
_ ernment tells business what it cannot do, rather than telling it what it must do. 
zs The lurking danger is when a government, itching for power and blind to its own 

_ shortcomings, attempts to substitute its judgment for that of competitive business 
oe in matters which are within the province of management. Here government 
3 no guidelines of experience. 

= 3. And most of all, those who do the regulating must themselves really 
believe in the ideal of a free market. This has not always been true in recent 
years. 
i f The Competitive Factor. But direct competition by government with a 
private business presents an piace different pues Here government has 


4 1. Government lacks the basic means to determine a fair price for its 
Product. That means is the market-place. 
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2. The capital upon which a government business depends is the illimitable 
credit of the government and coercive taxation. | 


3. A government business lacks disciplinary accounting factors such as 
taxation. For this reason and others, the concept urged in the case of public 
utilities—government-operated business as a measuring rod serviceable in 
maintaining fair prices—is fraud and delusion. But, thank Providence, insurance 
has not yet been officially declared to be a public utility. 


SS 


, 7 


4, The management personnel in a government business will, except in most 
unusual cases, be inferior to that employed in a private business. For arbitrary — 
bureaucratic standards will prevail which will inhibit men and women of — 
unusual talent and ambition from entering government service. 


5. The political atmosphere in which a government must operate is the 
deadly enemy to efficiency and economy. Witness if you will the difficulty 
encountered in eliminating obsolete and unnecessary military bases and 
shipyards. 


6. In the field which concerns us here, personal aid and security, still 
greater handicaps face government. One of these is the semantic habit of politics 
in appropriating honored names such as insurance for programs which are 
nothing more than government welfare operations providing benefits, props, 
and other outlays for which there is little prepayment and slight regard for 
future costs. | 

A New Channel. Except for veterans’ benefits, disaster assistance, and — 
certain protections for government employees, the role of the Federal! govern- 
ment in providing personal aid is relatively new. Much of what we have 
now originated in the great depression and its aftermath. Some of these pro- 
grams were for emergency aid, and some were intended to provide means 
for some future economic calamity. ; 

These measures and programs were undertaken by the Federal government ~ 
initialy for a number of reasons. One was genuine need for assistance to 
people who were in no way responsible for their distress. This gave rise to a — 
widespread demand for personal security. Local and state governments found — 
themselves unable to meet their traditional responsibilities. Private philan- 
thropy felt the pinch of higher taxes and falling incomes. And finally politics © 
discovered that welfare payments were a profitable means of winning votes. 

Thus, Federal welfare programs which originated in a great emergency 
achieved a permanence which was never contemplated. And despite the flush 
of war and postwar prosperity, the number of welfare agencies increased, and 
the preportion of the Federal revenues allotted to them burgeoned. ' 

The Dollar Measure. There are various ways of measuring this growth ~ 
dollar-wise, depending upon what you call welfare. I have, however, with 
capable assistance attempted to calculate this change. a 

In 1935, before the initiation of the social security program, there were 
eight separate Federal welfare programs costing, in that year, $3.9 billion. 
Ten years later, in 1945, despite the addition of new veterans’ benefits and — 
the early social security grants, this amount fell to $3.3 billion. However, in © 
the following ten years, despite prosperity, the sum rose more than fourfold J 
to $13.6 billion. In the five years that followed, the pace quickened. In 1960 4 
the outlays were $23.3 billion. 

Since 1960, the fast pace which I have just mentioned broke into a mad — 
run. Welfare outlays rose from 1960 to 1963 by 31%. The amount was $29.9 © 
billion. In 1964 it rose by one and a half billion. And according to calculations ‘ 
which do not include the so-called war on poverty, the welfare costs will go 
up another billion and a half. If that is the price we are paying for political 


/ 
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welfare, it is easy to calculate what we shall pay in 1970 or 1980. That is, 
if medicare is not adopted. But if that is adopted, no one can tell. 
. In a very few years, however, the welfare budget will exceed the present 
military outlays plus atomic energy and space exploration. If we reach the 
moon meanwhile, the survivors of that trip will return to an entirely different 
nation from the one in which we are now living. 
It is tempting to divert the course of these remarks to the concept of wel- 
_ fare as the major concern of the state—the welfare state. In learned books on 
that subject, mostly written in the past two decades in Britain, the objective is 
frankly stated as a plan to redistribute wealth. This, however, fails to take 
account of the fact that in the process of redistribution the wealth itself will 
decline. For as more and more are removed from productive work to sup- 
port more and more to consume it, the well itself will dry up. 

Defects and Perils. In December 1954 Louis W. Dawson, the president of 
the Life Insurance Association of America, delivered a notable address at the 
Association’s annual meeting. 

He recited in graphic detail the growth of welfare programs under the 
Federal government, laying especial emphasis on the social security system. 
He pointed to the defects in that system, the perils that lay ahead. He said: 

“T am confident that, in this great country, we can all have real security, if 
we are willing to work for it and obtain it by stages that do not extravagantly 
pledge the future or disrupt the country’s economy. But unless we guard against 
those dangers, we may go down in history as the generation which, instead of 
passing on a better and richer country to the next generation, as our forebears 
did, mortgaged the future of our children and grandchildren, to assure our 
own ease and comfort. The fact that we may have done it, not from malice or 
selfishness, but from ignorance or misguided generosity, will not mitigate the 
blame that future generations will heap upon us.” 

In conclusion he suggested that, while many studies had been made of 
various phases of the welfare picture, there was need of “a coordinated study 
of all phases of the problem, including its overall impact upon other elements 
of our economy.” He said further that ‘In the present temper of the times we 
cannot turn the clock back. But it is not loo late to weigh future extensions 
in the light of our capacity to pay all those who enjoy the benefits.” 

_ I assume that -he meant that the Federal government itself had an obli- 
gation to carry out such a reexamination of the programs it had created. 

No Study Made. No such comprehensive study has been made, and I see 
no prospect that it will be made in the near future. I might say that any such 
study might well be so disturbing that the repercussions upon actual and 
prospective beneficiaries would be politically inexpedient. Or to take a more 

charitable view, government in both the Executive and Legislative branches 
is so busy finding new outlets for its generosity and in managing the mighty 
engine it has created that it cannot take time for a check-up. In this respect 
government is like the man who was told by his doctor to spend a week in 
the hospital for a thorough check-up. The man said he oer spare the 
time. He is dead. 


Requiescat in pace. 


Instead of time out for a check-up we have had, since Mr. Dawson made 

that address, five Congresses, and in every one of them we have had not 

only new welfare programs but the customary “broadening” of Social Security 

benefits. Over the years these extensions come in every election year. But in 
1961 Congress threw in another as a bonus. 

Social Security Growth. In the years since 1955 the expenditures in the 

_ social Security system have risen above the total for veterans’ benefits which, 
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- fare picture. It will, if present intentions of the President and Congress prevail, — 


impact upon the free economy, with special concern for other, private agencies — 


| _ are to get their benefits. The actuary to the Committee on Ways and Means, 01 a 
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up to that time, boca first place. In the Rie pene period from 1955 - 
1960, the social security outlays rose over 100%. Old Age Assistance, a separate: 
program, rose five fold from 1945 to 1960. This program, originally designed 
to help the elderly who had no equity in social security, was expected, a 
most of those who helped to create it, to decline as more and more equity was 
accumulated by new entrants to the system. 

In 1945 the government paid the sum of $267 million to OASI peneaay : 
ciaries. Later there was added assistance to dependents, and so the name of 
the program became OASDI. ) 

The comments which immediately follow refer only to this program. Rail- 
road retirement and unemployment deserve quite different treatment. 4 

For as we face the future, OASDI will more and more dominate the wel- ‘ 


be the tree upon Sen new programs will be attached. Therefore, we must 
look to the basic soundness of this tree, the equity provided for those who 
enjoy its shelter, the roots from which it gets its nourishment, and its general — i 


which are aimed at personal security and aid. ‘a 
This subject is so vast that in discussing it one is likely to be overwhelmed 
by his materials. Therefore, I shall limit myself to answering three questions: { 


rh Is this system financially sound? 4 


WV 


2. Does it fulfill the elementary requirements of justice and equity for 


those who contribute and those who receive its benefits? a 


3. Does its history justify the assumptions of those who contend that this — 
government, or any government, is able to plan such programs for the long © 7 
future? 4 

An Analysis. The unfunded obligations of the OASDI as of January 1962 © 
were $330 billion. This was more than the national debt of the United States. 4 
Large as this is, it is only a part of the total sum of fiscal obligations which © 
this generation is passing on to the future. In May 1962 Senator Harry F. Byrd 
submitted on the Senate floor a compilation of the obligations and commitmentsl™ 
of the United States government. These were his figures: q 

Current authority to obligate, such as appropriations, balances, etc., esti- 


mated only through fiscal year 1963, beginning July 1, 1962: $188 billion. i 
Outstanding Federal debt in neacuLy securities ete., estimated as of the © 
beginning of fiscal year 1963 on July 1, 1962: $296 billion. 4 


Promises to pay under contingencies specifically fixed in existing law, such 
as Federal insurance in force, guaranteed loans, etc.: $338 billion. 

Other—including such moral commitments as unfunded accrued liabilities 
of Federal trust funds, securities issued by Federal agencies in addition to the — 
regular debt, etc.: $490 billion. i 

The sum total of these commitments and obligations amunted at that date 
to one trillion, two hundred and forty-two billion dollars. a 

It may be too inflammatory to say that the social security system is $330 — | 
billion ‘“‘in the red.” A better way to say it is that this is the amount by which 
the present worth of benefits for present members of the system exceeds the 
present worth of the taxes (plus trust funds) payable by them and their em- 
ployers. Also, it should be pointed out that future entrants into the system 
(and their employers) must. pay taxes that will be sufficient to pay for their 
benefits and also to pay an amount corresponding to approximately 34% interest | 
on $330 billion. And this must be paid for all time to come if future generations © 


the costs of the bill which was passed by the Senate and which died in confer- = 
ence, said this: “Under the Senate-passed bill it could not be said that the 
System would be actuarially sound.” q 
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Medicare, Too. If medicare in the form passed by the Senate and now made 
a issue by the President in the campaign were added, it would be probable that 
there would be added to the $330 billion present unfunded obligations $75 bil- 
lion to $100 billion more. 

y A conservative way of viewing this is that these vast liabilities will be met 
; only if future generations are willing and able to pay the excessive taxes which 
will be necessary. 

4 While a series of increases in the tax on employer and employee enables 
the government to claim a balance between income and outgo at the moment, 
_ there are serious misgivings about further tax increases to meet increasing 
' benefits in number and amount. Ten per cent has been regarded as the danger 


i Moreover, the assumption of continuing actuarial balance is founded upon 
“many unpredictable factors such as a high rate of employment, rising popula- 
_ tion, increasing longevity, inflationary trends, and political pressures. 
I have always had and still have grave misgivings about calling the reserves 
i in the system “‘trust funds.” For this reserve was created by purchasing govern- 
‘ment securities with the money in excess of benefits. I shall not, however, atane 
my case here at this time. ; 
if Basis for Study. W. Rulon Williamson, whom many of you know as a 
veteran actuary who spent many years with the Travelers and after that as 
actuary for the social security system, has suggested to me a rather neat 
_ analysis of the finances of the system, based upon the first fat seven years 
_ of the system and the last lean years. 
F During the first seven years, 1937 through 1943, the taxes yielded some- 
o thing like $5 billion. The benefits paid were $450 million. The trust fund grew 
to $4.8 billion. In the years 1957 through 1963 the taxes yielded $71 billion, and 
the benefits were $77 billion. Thus, the taxes collected grew 14 fold while the 
benefits grew 174 fold. 
. The foregoing are some of the points against the claimed fiscal and actu- 
arial soundness of the system. To sum up, it will be just as sound as those who 
‘pay taxes and as those who impose those taxes are willing to impose the grow- 
‘ing burdens which will be involved. 
| But if in the imposition of those burdens the inequities in the system 
become more and more apparent to those who participate in the system and 
pay the taxes, there will be very serious trouble indeed. 
. There are wide disparities in the benefits paid to individual recipients. 
| Many are receiving benefits which can be justified neither on the basis of need 
~ nor of what their contributions have earned. I shall briefly cite some of these 
_ inequities: 


A A. The proposal to impose medicare upon the system is in reality the sub- 
stitution of services for income. This is a denial of free choice. The government 
would in effect be telling a free people that they are not fit to choose the pur- 
_ poses for which they spend their income. 

__ B. The absolute necessity that the government’s annual revenue from social 
security taxes be at least equal to the benefits paid means that those coming 


those who paid in the past, to receive substantially the same benefits. And the 
periodical increases in the benefits by congressional amendments only theo- 
-retically can keep pace with the trend of inflation. 

a C. The use of the good word “insurance” is a gigantic hoax. For none of 
_ the requirements implied in insurance are present in the system as it stands. 
There are virtually no valid reserves to represent the participants’ equities. 
_ There is no contractual obligations such as exists in a private insurance policy. 
Those who expect that the benign pattern of a government which since 1945 
has bestowed more and more benefits on more and more people will continue 
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forever must bear in mind what might happen in a different economic and 
political climate. I can imagine some future economic crisis or some radical 
political upheaval in which these so-called moral obligations would be treated 
not merely as scraps of paper but as figments of political promises that cannot 
be kept. The whole contraption might be leveled and instead, without con- 
sideration of the equitable claims of those who have paid taxes, new legislation 
might be enacted to extinguish benefits entirely and instead provide only a dole 
for the needy aged. We must always keep in mind that a new regime can cancel — 
out all obligations incurred by its predecessors. 

A quarter of a century ago in a brilliant book, “The Promises Men Live By,” — 
Harry Scherman discusses with a wealth of historical detail how government © 
promises compare in reliability with those of individuals. He says: 

; 


“The first of these considerations, honesty...plays so slight a role in the | 
half-exchanges of government that it can be ignored, except in philosophical 
speculations. The cold fact is that men acting together in a community, large : 
or small, are just as dishonest, just as unscrupulous in breaking their promises, ~ 
as they dare to be at any one time. Governments always, small or large, will get L 
away with what they can, up to the point at which the supremacy of the ruling — 
power is endangered. No such thing as personal integrity, the satisfaction of 
being reliable, the shame of betraying faith, appear other than microscopically 
in goverment economics.” . 

A century and a half earlier Adam Smith said that “Like an improvident 
spendthrift whose pressing occasions will not allow him to wait for the regular — 
payment of his revenue, the State is in the constant practice of borrowing from © 
its own factors and agents, and of paying interest for the use of its own money.” | 


And that old Scotchman might say now, if he could witness the financial 
affairs of the social security system, that our modern successors of the kings 
and princes he knew so well have improved upon all the examples of the past. | 
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D. Under the medicare proposal, employees who are “covered” by social 
security would be burdened with a considerably increased tax to pay for what — 
is called a “social (or national) need’”—i.e., hospitalization and other services 3 
for people over 65. If this is a “social’’ eed, it should be paid by all, not by — 
some of the nation’s taxpayers. 
E. Under the medicare proposal, employees would be compelled to pay for © 
free services for everyone over 65 when it is apparent from the uncontested © 
figures presented to the Ways and Means Committee that only about half the © 


eligibles need the help. E 
i 


F. For every employee who pays, the employer also pays. This employers’ 
tax is mostly passed on in the price of the product. Thus, the employees are 
also paying in considerable part the employers’ tax in the prices of the things a 
they buy. , 


G. But since for competitive reasons some employers cannot raise prices, ¥ 
there would be great pressure on employers to eliminate jobs and thus increase 
unemployment. 


: 

H. R. J. Myers, Chief Actuary of the Social Security Administration, . 

quoted in the minority report of the Ways and Means Committee on the 1964 } 
House bill: 


“For those now on the rolls, it is likely that they would have paid, at e 
most for about 10 per cent of the benefits actually payable to them.” The fact 
is that people retiring today have by no means “purchased” their benefits. 
To cite a hypothetical case, a man with wife of the same age who retires in 
1964 will have paid into ts system since 1937 $3,516. He will receive a benefit 
expectancy of $32,000. 
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I. A somewhat different approach to the inequity of the system was pointed 


said that because of the growing debt ‘‘employee and employer taxes with 

respect to the average new entrant will always exceed the value of the benefits 

‘i (such) a new member will receive...Today, the average new self-employed 

_ person is paying 20% more than the value of his benefits. The taxes payable 

_ by and in respect of the new entrant must forever be greater in value than 

the value of the benefits that the new member will receive. The price of social 
adequacy is perpetual individual inequity... 

“Will an employer ask a private insurance company whether he can 
obtain larger benefits for new employees with the same joint employer- 
employee contributions? If he should ask me, this is what I would have to 
say. ‘About 80% of joint employee-employer taxes involving your new em- 
ployees is for old-age benefits for the employee, his wife or widow. The 

remaining 20% is for survivor and disability benefits before retirement. 
Depending upon the marital status and the sex of your new employees and the 
rate of earnings, this 80% of taxes would buy under an Equitable group annuity 
contract, at our present rates, 40% to 60% more in old-age benefits than are 
provided under the OASI system.’ ”’ 

A Den of Inequities. This long list of inequities will ultimately raise what 
Ray Peterson has so aptly called “a din of inequities.” For you can’t fool 
even some of the people forever. The millions of people who are being exploited 
in this lopsided system of taxation will learn that they are at the little end 
of the horn of plenty and will clamor not for a relief from their servitude 
but for some equalizing system of benefits. And you may be sure that their 
outcries will be eagerly exploited by politicians. The result will be more 
benefits all along the line without any real overhauling of the system itself. 
Thus the system carries within itself the seeds of its own growth and its own 
badly adjusted scale of values. 

_ My third general observation on the Social Security system is a comment 

on the whole concept of government planning for the future. Mr. Williamson, 
who I have already mentioned and identified, has supplied me with some 
comparisons between the figures anticipated by the government at the inception 
or during the early years of its operations and the actual figures which 
emerged later. 

In 1962, the 26th year after the beginning, the actual income was four 
times what was expected, but the annual outgo was eight times what was 
anticipated. The actual ratio of interest receipts to tax receipts was four per 
cent instead of the 45 per cent expected. This was less than one-tenth of 
expectation. The increase in trust funds for the year 1962 was minus 1.4 billion 
instead of the plus 1.3 billion expected. 

Thirty years ago and since, there has been a great hullabaloo about eco- 
nomic planning by government. As I have already said, government cannot 
plan an economic system because it hasn’t the talent and it hasn’t the market- 
place to text its information. These Williamson figures, are ample evidence 
of this inexorable fact. 

Other “Aids.” I have now reviewed in a general way the role of the 
Federal government in what is called welfare, with special emphasis upon the 
social security system. On the one hand, we have a miscellaneous collection 
_of programs, mostly in the nature of personal aid, paid out of general revenue, 

and, theoretically at least, annually reviewed by committees of Congress. On 
the other, we have the social security system, supported by a tax on employer 
and employee alike, with benefits paid to eligible individuals as a matter of 
routine. There is a distinction here which is not an essential difference. For 
in neither case are the obligations contractual; they have none of the charac- 
teristics of real insurance, and both can be classed as welfare. 
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My purpose now is to stand off ee view these as methods of penal aid 


generally, the problem that is presented as a matter of national and soc 
policy, the moral considerations involved, and the impact of these outlay 
upon the character of the American people. 

I can make my points more simply if we consider the prospective bene- 
ficiaries as composed of two categories, which I shall designate as Group A and 
Group B. 

Group A, consists of individuals who have really tried to be self-sustaining 
and responsible, but who for reasons beyond their control have encountered. 
misfortune. a 

Group B are met with misfortune because they have invited it. They 
have done those things which they should not have done and have left undone 
those things which they ought to have done. These are the irresponsible 
needy. 4 

Group A qualifies for government aid as a matter of justice, or, if you. 
will, social justice. Group B qualifies on the basis of compassionate charity, 
Sivonen this word “charity,” sanctified over the ages, has now been outlawed 
in some of our states. 4 

Distinction Made. Sound government policy should observe a distinction in 
the nature of the aid given, to the members of these two groups. 

Aid to Group A is justified. Society, or in the context of our discussion 
here, government has a responsibility because in many instances society gener- 
ally or industrial change, or physical misfortune is responsible for the mis- 
fortune. Also, as the philosophy of sound private welfare has conceived ita 
the help given is in the nature of ultimately making these people once more 
self-sustaining. The narcotic of help is withdrawn as the patient recovers. 
There is a certain stability in Group A. The law of averages and chance decree — 
that if the help given is wise and far-sighted, the relative number of the © 
people in Group A remains about the same from year to year. 

So far as Group B is concerned, the help is given, or should be given, : 
sparingly, not because society is responsible for the misfortune but (and thi 
may seem hard doctrine) because society wants to protect itself, to prevent 
a festering element which might well undermine the security and well-being 
of the nation. A blot, as it were, on the community, imperiling its safety and 
security, and, for lack of a better word, public attractiveness. Well-ordered 
communities seek to keep beggars off the streets because they are a nuisance 
and an unsightly item on the landscape. The housewife gives food to the able- 
bodied tramp because she wants to get him out of town and out of sight, 
and also because she is afraid of potential reprisals if he is denied. Perhaps 
in dealing with Group B an element of morality enters the picture. For the 
Lord, it is said, is kind to spivs and drones, and we are all supposed to be 
doing the Lord’s work. 

To keep this distinction in mind should be a central concern of states- 
manship, legislators and executives vested with the power of government. 
Their problem, our problem as citizens, is to see that our welfare efforts do 
not encourage the enlargement. Sound policy demands that Group B be not 
enlarged by encouraging the belief that self-help is unimportant, that indis- 
criminate aid will be given to the worthy and unworthy alike. 

There are four factors, however, which in the case of Federal aid tend to 
enlarge Group B: 


a 
VS. 
aa 
¥ 
tS 
Ja 


1. Federal help is administered by a vast bureaucracy, the center of whic ch 
is far removed from those who receive the benefits. And even when such a 
bureaucracy operates through field agents and agencies, it is under directives 
which permit little discretion. The operation is hard, machine-like, impersonal. 


Even when, as is suggested as a corrective for this, Federal money is aa 
Bi 
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fc r state and local distribution, those who administer the aid are less concerned 
with economy and efficiency when Uncle Sam is paying the bill. The easy way 
is indiscrimate help when any government at any level is involved. 


2. In the past half uy. a sociological concept has ae wide accept- 


enient tool in politics, as has been evidenced in fhe campaign for medicare. 


eV e are taught that a needs test is degrading, a “pauper’s oath.” A false intel- 
lectualism has cancelled out self-help and personal responsibility. 


3. Politics considers one vote to be as good as another. It also thrives on 
the fact that the irresponsible are also easily managed. They are subservient 
to political influences. 


ch 
} 4. Finally, we have the frail nature of man himself. Self-help is a fragile 


x virtue. Life for many is far pleasanter when there is freedom from any con- 
sideration of future contingencies and need. The pressure to live for and in 
the present is very strong. 
? The larger that Group B grows, the smaller the number who must bear 
the burden of support. With smaller numbers producing national wealth, the 
_ greater the demands upon our national income, with rising outlays which can 
have no return in added production. And since an element of injustice is 
_ involved in indiscriminate aid which people close by can see, the greater the 
_ pressure on presently responsible workers to give up the struggle. 

Federal welfare programs have conspired to that deplorable end. And no 
"system which gives indiscriminate help can long escape disintegration, decay, 
mand chaos. 
hh Moreover, the penalty is paid also in the decay of political institutions. 
- For the history of past civilizations tells us that a dependent citizenry lends 
% itself to the malign designs of demagogues and dictators. 
ki No Lack of Warning. There has been no lack of warning about the peril 
¥ which is inherent in even as strong a democracy as ours. One hundred and 
_ thirty years ago, Tocqueville, a sympathetic observer of American democracy, 
said that we need not fear “tyrants” but “guardians.” Under a government 
i concerned only with welfare, he said, its people are reduced to nothing better 
than timid animals, with the government their shepherd. 

There is an old French saying that the stairways of time are forever echo- 
ing with the sound of wooden shoes going up and patent leather boots coming 
_ down. It is obvious that most parents have the inclination to overindulge their 
_ children. But when the government itself conspires to follow the example of 

_ the misguided parent through a political policy on a national scale, the chil- 
"dren of the poor as well as of the rich are made the victims. 
a These moral consequences are foremost among the counts against the 
‘k Methic which through politics has become national policy. We may dissipate our 
‘Material substance by waste at home and profligacy abroad. We may lose that 
_ Tespect among the nations which Americans earned when our power was but 
a fraction of what it is now. These losses would be recoverable under a govern- 
arent with different ideals. 
E. ' But if in the course of protracted experiments our strong individual fiber 
and character are impaired, the loss is total, irrecoverable, absolute. 


Should Tell the Facts. I hesitate to leave these remarks on this grim note. 
I am addressing today members of an enterprise which over the years has 
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mightily to the end that the disastrous moral consequences that I have described — 
might not be visited upon this nation. Insurance companies and their great | 
army of agents constitutes a powerful educational force reaching into every 
corner of the nation and into every level of society. The confidence of the 
American people is evidenced by the vast number which has entrusted its 
savings into your hands. 

Specifically, I suggest that this educational potential be directed not just 
toward the appeal to individuals to protect themselves, but that it should also 
provide in greater measure the essential facts which bear upon the protection 
and security of the nation. 

This does not mean that it is an industry’s business to enter the political 
and ideological struggle. We need a vast crusade for the strengthening of the 
virtues of self-help and also responsibility for looking to the fiscal and moral 
security of the nation. This is a quite proper, legal and essential function of 
what we call public relations. 

Finally, I recall to your minds the suggestion made ten years ago for a 
broad and impartial examination of government welfare generally and the 
Social Security system in particular. We need something more than the hur- 
ried efforts of Congressional committees to review government welfare. What 
is needed is a panel of distinguished and non-political Americans for a check-up 
before it is too late. The postponement of the 1964 bills enlarging social security 
has provided a breathing space. After the election there will be less insistence 
upon shouting the pros and the cons in this subject from the soap boxes of the 
nation. Let us have the delineation of sound and understandable facts from 
an unimpeachable source. And the insurance industry, with other respected 
and powerful forces, can promote the necessity for such a survey. This, it — 
seems to me, is an order of business for which there is an imperative need. 
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(Meetings held during adjournment of the House) 
a (As of January 12) 


MINUTES OF PROCEEDINGS 


WEDNESDAY, January 13, 1965 
(22) 


The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan met at 10:30 o’clock a.m. this day. The Joint 
Chairman of the House of Commons section, Mr Cameron (High Park), 
presided. 


Members present: 


Representing the Senate: Honourable Senators Boucher, Croll, Fergusson, 
Lefrancois, McCutcheon, Smith (Kamloops), Smith (Queens-Shelburne), Stam- 
baugh (8). 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
Basford, Cameron (High Park), Cantelon, Cashin, Chatterton, Cété (Longueuil), 
Francis, Gray, Gundlock, Howe (Wellington-Huron), Knowles, Laverdiére, 
Leboe, Lloyd, Monteith, Morison, Munro, Prittie, Rhéaume (21). 


In attendance: Mr. H. L. Sharpe, President and Managing Director, The 
Northern Life Assurance Company of Canada, London, Ontario, and President, 
The Canadian Life Insurance Officers Association; Mr. M. K. Kenny, President, 

The Excelsior Life Insurance Company, Toronto, and First Vice-President of 
the Association; Mr. B. T. Holmes, Vice-President and Chief Actuary, Confe- 
deration Life Association, Toronto, and Chairman of Association’s Old Age 
Security Committee; Mr. D. E. Kilgour, President, The Great-West Life 
Assurance Company, Winnipeg; Mr. G. R. Berry, Vice-President and General 
| Manager, Metropolitan Life Insurance Company, Ottawa; Mr. G. E. Brown, 
_ Senior Vice-President, Sun Life Assurance Company of Canada, Montreal; Mr. 
| J. M. Linnell, Group Manager, The Standard Life Assurance Company, 
Montreal; Mr. J. W. Popkin, Economist, Sun Life Assurance Company of 
Canada, Montreal; Mr. J. L. Clare, Assistant Group Actuary, Confederation 
Life Association, Toronto; Mr. J. A. Tuck, Q.C., Managing Director and 
| General Counsel, The Canadian Life Insurance Officers Association, and Mr. 
_ F.C. Dimock, Secretary of the Canadian Life Insurance Officers Association; 
and Mr. R. A. Nix, Actuary; and also Mr. J. E. Osborne, Technical Adviser to 
this Committee. 


; 


4 It was agreed unanimously that a document intituled “1961 Average In- 


| The Committee resumed its questioning of the witnesses. 
| 
comes of Non-Farm Individuals” be filed with the Committee. 


‘| 
) 


And the examination of the witnesses continuing, the Committee adjourned 
at 12:30 o’clock p.m. until 2:30 o’clock p.m. this day. 
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. ‘The Sneuee a itt Committee of the Senate ae of the House of Comn n 
Ba ON ‘the Canada Pension Plan reconvened at 2:30 o’clock p.m, this day. 


Bh. Joint Chairman of the House of Commons section, Mr. Cameron (High ‘Pak ‘), 
Rec. presided. | eo 
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Sy ARE “Members present: a. 


| - Representing the Senate: Honourable Senators Croll, Denis, Fergus a 
-Lefrancois, McCutcheon, Smith (Kamloops), Smith (Queens-Shelburne), 


Stambaugh (8). 
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Representing the House of Commons: Mrs. Rideout and Messrs. Aiker i, 
- Basford, Cameron (High Park), Cantelon, Cashin, Chatterton, Coté (Longueuil), 
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i Francis, Gray, Howe (Wellington-Huron), Knowles, Laverdiére, Leboe, Lloyd, 
ney Macaluso, Monteith, Morison, Munro, Perron, Prittie, Rhéaume (22). 

oe In attendance: The same as at this morning’s sitting, Bie also Mr. eu N. 
Bia Watson, F.S.A. - 
mh is The Committee resumed its questioning of the witnesses from the Canadian 
_. Life Insurance Officers Association. a 


Their examination being completed, the Chairman thanked them and a 
vote of thanks and appreciation was extended to the delegation on motion c of 
Mr. Munro, seconded by Mr. Monteith and agreed unanimously. The witnesses 
retired. P: 


Then Mr. G. N. Watson, F.S.A., was called and examined. 


The Committee agreed unanimously to print as appendices to this day’s 


Minutes of Proceedings and Evidence, the following briefs by; hi 
(1) Mr. G. N. Watson, F.S.A. (See Appendix A5), | Be 
(2) Professor Donald C. MacGregor. (See Appendix A6). a 


» 2a 


His examination being completed, Mr. Watson retired after the Chair nan 
had thanked him for his contribution to the deliberations of the Committee. — 


Whe cwelel on motion of Mr. Munro, seconded by Mr. Lloyd, it was agreed 
unanimously that a vote of thanks be extended to Mr. Watson. + 


At 5:13 o’clock p.m. the Committee adjourned until 10:00 o'clock an 
on Thursday, January 14, 1965. 


Maxime Guitard, 
Clerk of the Committee. 
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EVIDENCE 


WEDNESDAY, January 13, 1965 


Ho The CHAIRMAN (Mr. Cameron): We have a quorum, ladies and gentlemen, 
ar 1d I think we might as well get under way as quickly as we can. There are 
a ‘no ) announcements to be made that I know of according to the memorandum 
my hand. Mr. Cashin wants to ask a supplementary question, and Mr. 
, Bre Wics wants to ask one. Then we have Mr. Monteith, Mr. Cantelon, Mr. 
C Cété (Longueuil), Mr. Leboe, Mr. Macaluso, and Mr. Wopicon. This is still the 
first round. 
Mr. MonteItH: Yes, this is still the first round? 
The CHAIRMAN (Mr. Cameron): Yes, we are still on the first round. 


Mr. CASHIN: I would like to continue asking the line of questions I was 
concerned with when I was interrupted last night in order to permit a 
supplementary question by someone else. I shall try to be reasonably brief. I 
m interested in the association’s dismissal of the Canada pension plan and 
upplementary benefit in paragraph 70 by likening it to a retirement benefit. 
re you not aware that the formula for supplementary benefits is quite dif-— 
ferent from that for retirement benefits, and with the rate or basis of those 
benefits? If not, why ‘is it implied that supplementary benefits are tied to the 
arnings record, if there is a directly proportionate relationship between such 
benefits and earnings? 


Mr. B. T. Hotmes (Chairman of Old Age Security Committee, the Cana- 
dian Life Insurance Officers Association): The association is quite aware of the 
ef at benefit portion of these benefits. Ever since, I think 1958, with the old age 
“security, we have been suggesting to the government in the first instance 
! through Dr. Clark that there should be an effort to extend the uniform benefit 
into this area. We are pointing out, as we do point out in the Canada pension 
plan addition to the old age security plan, that an income related plan does 
_ have these drawbacks to which we refer. 


_ Mr. CasuHIn: Yes, but once again I do not know to what end you are 
lking. You are separating the two completely. I think we have to treat them 
; one: the earnings related portion and the insurance portion of social 
; ecurity. When it suits your purpose you go the other way in everything, and 
iy rou ride a horse in the opposite direction, such as when we talked about bonuses 
_ last evening. You talked about them in the realm of the part that is insurance, 
if but you cannot have insurance with social security if you do not have benefits. 
ay If I should die tomorrow, the senator will have subsidized me. If he has 
Paid in his pension for 35, and if I died, then I would have been subsidized. I 
_ think I have proved my question. What is the point of all this? We look to 
‘people who have been involved in this business and are coming before us, and 
vhen you say that other countries have done this sort of thing, we say that 
re are many people in this country who do not have such a direct interest — 
the profit and loss aspect of it as you do yourselves, who want this sort of 
Ht ing. But why can we not talk about it with a little more feeling, believing 
th et you people are just as interested in the welfare of Canadians as we are? 


Mr. D. E. Kincour (President, The Great-West Life Assurance Company, 
W innipeg): I think we are, and if there is any misunderstanding, it is an inten- 
ale nal one. As I see it, this bill constitutes—we use the word welfare plan, 
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because we speak of welfare benefits to employees of a firm covering the 
whole range in regard to death benefits, disability benefits and all these things — 
that we speak of as welfare benefits. This plan sets out to raise $600 million a 
year, and then to re-allocate it among Canadians in a manner described in the 
bill. The main burden of our brief is that after examining this redistribution, 
we do not think it is the kind of distribution that Canadian people can live 
with. When you refer to too much going in the way of pension benefits to those 
in the higher salary group, we think that is one marked inequity; and similarly 
in the case of death and disability and supplementary benefits, it will be © 
exactly the same. . 
Suppose a man who is earning over $5,000 a year is killed in an accident. — 
His wife and children may draw benefits of $168 a month. But should a man © 
be killed in the same accident who is unemployed and not a contributor, then — 
his widow will get nothing. We suggest that this is a very harsh distribution — 
of the total welfare moneys available under the provisions of this bill, and that x 
there could be a better plan to give more to more people who need it, then by ~ 
this distinction of being in or out, or being over $5,000 so that we may get the 
maximum benefit. What we are trying to do is to suggest a different distribution © 


of this fund among Canadians, since we have had considerable experience in 
this field. ‘ 


Mr. CASHIN: How can you in one breath reject the plan and then accept $ 
it in any kind of serious way, in your individual objection to the plan? For © 
example, we went back last night to about a ten year maturity period. Surely — 
if you do not extend the basis or principle of the plan, then any dicussion © 
about it becomes superfluous. 


Mr. Hotmes: I would like to make a three fold answer, if I may. 
The CHAIRMAN (Mr. Cameron): All right, Mr. Holmes, go ahead. 


Mr. HoLtmMeEs: Surely the committee realizes that we are saying to them 
that there should be a better approach to the addition to the present old age — 
security plan. For a matter of six or seven years, we have been advocating an — 
addition in this area through an addition to the uniform benefit plan. We are x 
quite well aware that speeches have been made suggesting that people around ~ 
Kapuskasing and on marginal prairie farms and in the outports may be 
wallowing in luxury on old age security benefits. There has been that sugges- s 
tion. We would like to call the attention of the committee to three facts about — 
the general position. We think it would be fair for Canadians as a whole if — 
parliament approaches the question on the basis of seeing what can be done — 
and extending the uniform benefit plan. vs 

First of all, the bureau of statistics figures show that old people over 
65 living in what are classified as urban areas, that is, groups of 1,000, 10,000 
and 100,000, and a million, are 70 per cent of our old people, and that that 
figure has increased between the last two censuses by 7 per cent. It seems 
fairly certain that by the end of this decade the number of old people in urban ~ 
centres where they have a public water supply, public sewage disposal” 
system, wil be in this class of 75 to 80 per cent. We think this is good. Bu 
what about this 30 per cent dropping to 20 per cent who are on the outskirts _ 
of our industrial civilization? Some of us are a little familiar, it may be, 
with the outports or marginal prairie farms, and with some of the rural areas — 
of Ontario. We know something about conditions. We know that their cash 
income is not too great. You may grow your own food or catch it; you may 
repair your own house or barns, you may get water from your own well andl | 
clean out your own backhouse. But now when you are 70, it is not so easy 
to catch or grow your own food, repair your own house, fetch water from yous 
own well, or clean out your own backhouse. 
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i When we were young, young people would help out, yes. But young people 
today are going to the cities. There are many people from the outports of 
_ Newfoundland who are working in our factories and offices right here in 
a Ontario. It is not so easy. What are we going to do, the aged say to them- 
selves. Are we going to finish our battle here in the sticks, or hop off to 
the nearest town? We think that the people in this condition merit your 


consideration. And one final thing—and I am back to statistics now—I think 


I have given a reasonably fair description of people in the difficult areas with 
not too much cash income as in rural Ontario. But one final thing; I did give 
the committee a figure from the bureau of statistics yesterday for Canada as 
-a whole indicating that urban dwellers in the retirement ages of 65 and 
over—the 70 per cent running up to 80 per cent—were living on an average 
income 43 per cent less than that of persons of working age; whereas the 
people over age 65 in these marginal non-urban non-farm areas seem 
to be on an average income 52 per cent less than that of persons of working 
age in those areas. I look at Newfoundland and the question of the outports. 
Are these people being too well treated? Very well. But the information 
so far suggests just the opposite. In Newfoundland the average income for 
persons in urban areas aged 15 to 64 is $2,900. For 65 and over, it is $1,400. 
This is a drop of about 50 per cent. 

Mr. FRANCIS: Are these for the heads of families, or for personal income? 

Mr. Hotmes: I will have to get you the table. We can furnish you with 
the table. Once again, I am in Mr. Kilgour’s position; I will have to get the 
exact information. Perhaps Mr. Dimock will give the source when I am 
through. 

All we say is that this is the information we have at the minute. We 
wish the committee would ask the Dominion Bureau of Statistics and see what 
is the situation. 

In the rural non-farm areas of Newfoundland the income for those of 15 
to 64 was $1,740 and for those of 65 and over—and this includes the old age 
security—in 1961 was $846, again a drop of 51 per cent. 

We think that if the two retired groups are living on half the average 
income of the working people, the older people in the lower income areas 
probably need some additional consideration. 

Mr. F. C. Drwock (Secretary, C.L.I.0O.A.): These are average incomes 

of non-farm individuals. 

Mr. FrRANcIS: This will be for heads of families and not average per 
capita income? 

Mr. Druwocxk: No, this is non-farm individual income. 

Mr. HotmeEs: Have you the exact table? 

Mr. FRANCIS: It is not per capita income? 

Mr. Drowock: It is Bulletin No. 4—4.1 of the 1961 census. 

Mr. HoLtMES: We will give you the information, and we are sure this 
committee will check with the Dominion Bureau of Statistics. 


Mr. Dimock: I ean file the table. 
The CHAIRMAN (Mr. Cameron): Do you want it filed, Mr. Francis? 
Mr. FRANCIS: Yes. 


Mr. CasuHin: As I said yesterday, you confuse the problem of security with 
the problem of low income groups generally. It remains as a fact, despite what 
_ you have said, that the people under this arrangement with the Canada pension 

; plan and old age security receive in their retirement years a higher proportion 
_ aS a pension in relation to their lifetime income. The problem with these people 
1s to have them more productive so they can earn a higher income. I think we 
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will be able to see that everyone has a fair and full opportunity of asking 
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a situation in which these conditions exist, and aim toward the day ie th 
people will be more productive, Because the Bee insurance companies 
obviously can do nothing for them. — ay 


Mr. HoLmeEs: You are asking me a question and I do have a reply to tk is 


Again, we call the attention of the committee to the fact that you have a 
the present old people in the outports, and around Kapuskasing and around chet 4 
prairie farms who are a part of the Canadian community. Their sons and - 
daughters have moved in—as Canada wishes them to, I think, to some extent— ~ 
to the towns and the cities. We are quite certain that their sons will marry our 
daughters if Canada continues to be the sort of country it has been, and their — 
daughters will marry our sons. They are a part of the community, and we think ~ 
they should be considered by this committee along with all other parts of the © 
community. 


Mr. CASHIN: The opposite of that must hold true too, because we ait not 
consider the others then. However, I would like to draw to your attention the 
fact that Newfoundland has the highest natural increase of population of any 
part of Canada; and the only conclusion one can come to is that the proportion — 
of the population emigrating from Newfoundland to the cities is very low. 
People are continuing to live in Newfoundland; and they are continuing to live - 
a better life in Newfoundland. eS 


Mr. AIKEN: Mr. Chairman, I would like at this point to raise a question of 
order. 

Yesterday you gave me the privilege of starting off the questions, and you r 
asked each member to restrict his line of argument to five or ten minutes, which > 
I believe I did. I think a good many of the other members have also done sO. i 
We have several hon. members here who have not even had the chance to ask 
one question yet; some members of the committee have dominated it both 
yesterday and today. I think we should in conscience give some of the other 
members of the committee a chance to ask at least one question. b 


The CHAIRMAN (Mr. Cameron): I was going to reach that point right away, 
Mr. Aiken. I think Mr. Cashin has had a very fair opportunity. I will let him 
ask just one more question. I have the schedule in front of me, and I think T 


questions. . x 
Mr. CasHiIn: I would like to ask why you did not provide supporting figures 
for page 7. 4 
Why is there no date attached to chart I? 
Is it correct that chart I applies to the year 1976 or later? a 
Has your association projected both the gross national product and the total 
population of Canada and the United States for the next ten years? 
Has it been assumed for the case of the United States as well as for Canada 
that the husband and wife are of the same age? . 
Is your association aware that the average age of wives is generally two 
or three years less than the average age of husbands? a 
The CHAIRMAN (Mr. Cameron): That is a series of questions, Mr. Cashin. q 
Mr. CHATTERTON: And all well prepared. 
Mr. LEBoE: Perhaps Mr. Cashin could file the questions for later reply. 
Mr. CasHINn: On this whole business of questioning, Mr. Chairman, I would 
like to say that we should not just take into consideration the instance of 
meeting of a committee. I have been a fairly silent member of this commit | 
for about a month. If you care to look at the total of the questions asked i 
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Mr. AIKEN: You have made up for it today. 
a The CHAIRMAN (Mr. Cameron): We have had a discussion of the steering 
com mmittee and it has generally been understood that each questioner, in fair- 
I ess to others wanting to ask eget should try to confine himself to a 


up on the second round. 
nif Mr. Casutn: I will defer to the wishes of the committee. The questions are 
on the record. 


__ The CuHarrman (Mr. Cameron): I have on my list Mr. Knowles for a sup- 
plementary question, and then he is listed again for the second round. 


i" Mr. KNowLES: I believe this is a supplementary question; stop me if it is 

ot. 
_ The purpose of the supplementary question is to try to see if we can under- 
Stand the difference in approach between the position taken by the delegation 
and the position represented in Bill No. C-136. I would like to get at it in this 

iy ay. Let us suppose we were to accept the recommendation of your brief; what 
would be our position? As I see it, we would discard the present Bill No. C-136 
and, instead, we would make gt amendments to the Old Age Security Act 
and consider certain other changes as well. 


, Is it not a fact that as a result of accepting your proposals we would then 
_ be in the position that we would have improved the basic pension position of 
people between 60 and 70 but that we would not have improved—would not 
have changed at all—the pension position of those over 70? I recognize that you 
suggest in paragraphs 67, 68, 69 and 70, and so on, certain other matters that 
might be considered, but does it not all add up to the fact that your approach, 
as life insurance people, is that government should concern itself only with 
ew iding a minimum floor of security, whereas the approach of this bill sug- 
_ gests that we want to start providing more adequate security? And that is 
basically the difference between having only a flat rate program and bee 
a fiat rate program plus an earnings related program. 
oh _ Lest you think I am implying something, let me lay it on the table right 
i away so there is no secret about it. It does look to me a little as though you 
in the life insurance industry want government to provide the basic minimal 
j be nsion arrangements, but you want to leave to private arrangements the sup- 
plementary pensions or the kinds of pension that bring things up to a level of 
ad equacy. This is not the time to argue, Mr. Chairman, and my position is pretty 
ei vell known, but is that not getting at an understanding of the difference 
between us? 


Bi q Mr. Hotmes: No. It is not the difference between us, by the way; it is the 
bs ference between our recommendation in this brief and Bill No. C-136, as you 
aid originally. 

_ Mr. Know tes: That is what I mean. 

Mr. HouMEs: We do call your attention to the fact that the reason we have 
ony 7 suggested a study of the area over age 70 is that we do not feel the informa- 
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tion we have, while it suggests things to us, is adequate enough to move on. 
However, we are quite satisfied that this committee could very quickly secure 
information from the dominion bureau of statistics to form a judgment. I was 
asked last night for our views about the amount, and I must give the same 
answer that I am sure the record of 1950 will show was given by us at that ti 
We did not feel it was our office to recommend the actual amount but that it~ 
was the function of parliament, with advice received from different directions, 
to try to balance what they thought the community should do for the older 
people as a community effort against the cost to the community. % 

We are all part of the same working force in the community. We would | 
regard the main difference in principle not the actual amount, which we feel — 
is something which parliament ultimately must take responsibility for, that ism 
balancing the needs of the older people, considering what they have been able | 
to do for themselves through their own efforts, and what the working people 
are prepared to do by way of community effort. But, we would regard the main © 
difference of principle whether Canada in approaching this problem has ex- — 
amined the problem of everyone in the community and, at least, considered — 
them all on one basis until such time as it has very strong reasons to feel that 
some should be treated better than others; or whether Canada will start out 
on a new course which we view with great concern, when we look into our — 
own extensive family relationship and business relationship, and consider how 
this proposal affects people that we know. 


¥ 
Mr. KNowtes: I think I can say that we are understanding each other 
now even though we may differ. I note that you have me down for the second i 
round but I still have one question to put at the present time. Is it not still 
a fact that if we did accept your proposals we would have made certain im- ik 
provements in the age 60 to 70 group and in doing so we would have raised 
and redistributed $300 million or $400 million, but we still would have with © 
us as a parliamentary committee, or as parliament. the problem of trying to 
provide adequate pensions, and I use that word implying that I do not think 
$75 a month is the amount of pension that we should be settling for in terms © 
of the cost of living today. Would we not have to devise some other legislation 
to meet that problem? 


Mr. Hommes: We would have thought the general avenue of this legisla- — 
tion or this legislation amended is the fair method of trying to deal with the 
problem. We tried to say that we realize this is the responsibility of parliament — 
and, indeed, a very difficult responsibility of parliament. But, we do not think © 
we can get away from it by promising very large benefits in the future to a 
part of the community; we have to look at the community as a whole, face — 
what the cost is of doing whatever we are considering doing in the community — 
as a whole, and I am sure this is a very difficult responsibility of parliament. — 
They would have to balance the one against the other. a 


Mr. KNOWLES: But you would support substantial increases. * 


Mr. Hotmes: In that connection we have said we think you must obtain 
additional information. We have given you what we think is a fair comiil 
parison, which seems to indicate that Canada’s treatment of the aged com= 
pared with, let us say, the people with whom we are in greatest contact the 


y, 


with whom we do most of our trading, is better than what is going on in thi 
United States and the United Kingdom as far as the amount of benefit is 
concerned. There may be some disagreement in this connection, but you can 
acquire that information. On the other hand, we recognize there are reports” » 
indicating that old people in Canada are having considerable difficulty with } 
the present benefits. iy 
Mr. KiLGgour: Mr. Chairman, if I could speak in response to Mr. Knowles’ 
question. I think, Mr. Knowles, your analysis was quite accurate. 
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The proposed Canada pension plan will allocate $600 million a year to 

~ commitments to the working population under, let us say, age 65. The problem 

7 of the present old people, the problem of the present widows, still remains 
to be solved by parliament. So, under the proposed Canada pension plan this 

3 _ business of raising basic incomes and the suggestion of $370 million a year 
is only a partial answer to the question. But, this bill spends $600 million a 
year in future promises or commitments. 


Hon. Mr. McCutTcHEoN: The word “promise” is the better word. 


Mr. Kitcour: Now, if we have a problem, as we think we do, that we 
have many people in the community who are now in the 65 or over bracket, 
with insufficient income, this problem will remain to be dealt with by the 
parliament one or possibly two years hence; but I think our view would be 
that $600 million being committed is not going sufficiently in the correct 

directions and parliament again is left with the question of what to do with 
the present old people and widows in respect of whom no provision is being 
made in the proposed Canada pension plan. 

Mr. KNOWLES: So far as you are concerned the problem of all those under 
70 needs to be solved. 

Mr. KiLGour: We would improve them to the degree which one would 
give priority to social security, and parliament can lead in this area by 
considering what it is doing for the old people, looking into its responsibility 
for education and all the other things, as well as all the bills that come to 
the door of parliament. 


Mr. FRANcIS: Are you recommending an increase in old age security now? 
Mr. Kiucour: Well, that is up to the wisdom of parliament. 


Mr. PrittieE: Mr. Chairman, I have a supplementary question in respect 
of a question which Mr. Knowles put. 


The CHAIRMAN (Mr. Cameron): Would you proceed with your supple- 
mentary, Mr. Prittie. 
| Mr. Prittize: Mr. Knowles put a question which has not been answered 
yet, and I will ask that it be answered. 


Mr. Knowles posed the question: Does the delegation feel that the 
government should be in the field of the proposed contributory pension 
plan, up to the age of 65? Mr. Knowles suggested that perhaps the view 
of the delegation was that the government should not be in that field but 
rather the basic old age security field. Would you answer that question? 


Mr. G. R. Berry (Vice President and General Manager, Metropolitan 

Life Insurance Company, Ottawa): It seems to me that what we are doing 

is confusing the number of dollars and the principle that is in the scheme. 

I refer you to paragraph 56 of the brief, in which we pointed out that the 

_ adjustment of old age security was a continuing responsibility of parlia- 
ment and under continuing study by an advisory committee. Whether the 

| amount should be increased at the present time and by what measure is 
| something which someone should sit down and look into. This we did not 
j 


think was our responsibility at this point. Now, you ask if we are oposed 
to the government being in a contributory pension plan because it is taking 
some of our business, our answer to that is no. If the government decides 
to produce the necessary degree of care for the aged which cannot be 
secured in any other way we are not opposing it. But, this is my fourth 
effort at trying to explain that the principle on which this contributory 
“Scheme is being set up is wrong. The key matter is how can you do better 
| the things you want to do better through the type of benefits you now 

already have. I think I talk reasonably plainly but, as I say, this is the 

fourth time around, and we keep coming back to it. There is this misunder- 
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it for the thing which the country needs most? 


standing about what it is we say is wrong vith teat program. We | 
talking about the money you are taking and, as Mr. Kilgour pointed out, a 
as we do in paragraph 56, you cannot regard this particular program é 

something existing in a vacuum because you face a host of other demands, is. 
Mr. Knowles could tell you a dozen things which he thinks should be done 
in Canada. It will take $600 million for this one thing, but have you taken no 


The CHamrMAN (Mr. Cameron): Thank you very much. I think thel 
question has been fully answered. I understand fully now the difference © 
of opinion. y 

Mr. AIKEN: Mr. Chairman, may I ask a seat a eaetae question which, 
I think, all members of the committee would be interested in hearing. 


The CHAIRMAN (Mr. Cameron): Supplementary to what? 


Mr. ArKken: To Mr. Knowles question. I thought he was about to ask this 
particular question. We have heard the delegation set forth what they believe 
to be a large number of inequities of errors in this plan. My question is this. 
In their opinion, can the plan that is before us, Bill No. C-136, be amended to : 
meet the major objections they raise, or should it be completely recast? Must 
it be completely recast before their objections can be met. “a 


we 


Hon. Mr. CrRoLu: With all due deference, may I point out to Mr. Aiken— — 
and I am not complaining—that I put that question when we first started our 
deliberations, and I received no answer. So, I have been quiet since, waiting to. 
see if an answer would be forthcoming. a 


Hon. Mr. McCurcureon: You may get it now. a 
Hon. Mr. Crouu: From you, but I will not accept it that easily. 


Mr. Kincour: Mr. Chairman, if I could answer that point, I thought I said, , 
in reply to Senator Croll’s question, that this was like an airplane, and if it 
does not fly you will have to redesign it. Certainly I will express the view that 
in order to satisfy the deficiencies in this plan and its grave errors one would 
have to start afresh in order to remedy it. a 


The CHAIRMAN (Mr. Cameron): Mr. Monteith has the next question. n 


Mr. MonteiTH: Mr. Chairman, my question, I presume, has been answered. 
It is the one I was thinking of originally some time yesterday afternoon. I was 
thinking of the recommendations. We had discussions on portability, indexing, 
and its possible effect on the economy, and the fact that the basic figure used 
in the recommendations is $75, which is the present basic old age pension. I do 
not believe that these recommendations have been properly put before the 
committee in the form in which they were presented on page 25. I wonder if i 
would not be well to have on the record a brief summary by Mr. Holmes of 
these points as they do appear in the recommendations. - 

The CHAIRMAN (Mr. Cameron): My idea was that we might ask rs 
Holmes to sum up, if he wanted to. a 

Mr. MONTEITH: At some stage I would like to see a summary of the 
recommendations. | 

The CHAIRMAN (Mr. Cameron): Would you be prepared to do that, Mr. 
Holmes? 


Mr. Houtmes: I feel we have presented them in the brief as briefly 2 as 
we can. & 


The CHAIRMAN (Mr. Cameron): Whichever way you wish to do it. It may 
be that you want to return and then send another summary down wh ick 
could be included in the proceedings. “4 


Mr. Hotmes: In our preliminary presentation we did discuss whether | 
should read to you some of the recommendations. We have spent a grea deal 
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of time pane to make heen as brief as we could, and we decided yesterday 
should not do that. I can do it as we conclude today, if you wish. 


P The CHAIRMAN (Mr. Cameron): Is that satisfactory to you, Mr. Monteith? 
a Na ‘Mr. MontEITH: Yes, Mr. Chairman. 


ri. _ Mr. CANTELON: Mr. Chairman, like some of the other members, by the 
Biime you get to me most of my questions have been asked. I had five questions 
and they have all been asked in one form or another. However, I would like 
to make a comment. I was much disturbed by what I consider the very 
antagonistic attitude taken by some of the members towards the presentation 
of this group. I consider, and I think we all do, that the insurance industry is 
one of the main factors in our economy, and naturally they would not be here 
if they did not feel they could offer us some suggestions which might lead 
to improvements in the pension plan. I therefore think we ought to give them 
sympathetic treatment, whether we agree with them or whether we do not. If 
‘we are just sitting here as rubber stamps to say “here is a scheme and it will 
go through willy-nilly”, we are wasting our time. I can assure you I do not like 
wasting at least two weeks of my time when I spent ten months in parliament 
during which time I was practically never able to go home at all. 

ie _ If I may introduce a political aspect into this, let me say that from the look 
of things by next June I will have to get re-elected. 

a Mr. Munro: Mr. Chairman, on a point of order— 

e Mr. CANTELON: I realize it is a point of order and I am finished with it. 
j vA lot of other people have done exactly the same thing. 

_ Mr. Muwro: I think Mr. Thompson last night read a telegram in answer 
‘to an inquiry of his. It was a telegram from Miss LaMarsh and he read it into 
the record. He also read a letter from the Prime Minister in answer to one of 
his inquiries where it was a eas set out that this committee had power to 


| the Prime Minister and the letter from the Minister of National Health and 
_ Welfare there was no suggestion from the government that this was a fait 


+ Mr. CanTELon: I do not think they are out of order but they are the 
consequence of some of the questions that have been asked. I am glad to hear 
_ Mr. Munro’s explanation and I am sure it clarifies the question. 

: r Mr. BasrorD: Mr. Chairman, on a point of order; Mr. Kilgour was most 
anxious that we should raise a storm on this question and we are trying to 
+, oblige him. 


The CHAIRMAN (Mr. Cameron): I think that the Chairman understands 


Ran We want them to go away with a feeling we had a very full and frank 
always play the game with ives, please”, and “no, thank you”, and so on. 
_We do use somewhat tougher attitudes sometimes, but I think we all under- 
stand that what we are trying to do is to consider the basic merit of the © 
_ Canada pension plan as proposed in Bill No. C-136. We understand the differ- — 
* n e in philosophies as presented by the Life Insurance Officers Association and 
as contained in the bill. We have to consider it and we also have to make our 
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recommendations back to parliament in “he light of what we consider to be the 
proper approach to the problem. 

Mr. CANTELON: Thank you, Mr. Chairman. I think what I said has clarified 
the atmosphere, and that was the purpose for saying it. 

I would like to ask these gentlemen a few questions about the insurance 
business so as to emphasize the point that I think they are very much con- 4 
cerned with this and they are an important part of the economy. I am wondering © 
what effect this bill will have upon them. Perhaps they could give us some 
answers which might lead us to see what effect this bill might have on their 
business. First: of all, what percentage of the company’s private pension plans — 
in Canada is set out through life insurance companies? ‘ 

Mr. Hommes: We have answered this in the brief, Mr. Cantelon, through 
you, Mr. Chairman, on page 1 concerning the plans in the private sector and 
in industries where we are handling about one in four. Perhaps I should read it 
to you. y 


% 


The pension plans which the life insurance companies administer — 
cover about one quarter of the number of Canadians in all private plans. 


We then give the other methods that are used. ; 
Mr. CANTELON: I suppose you understand we sometimes ask questions to — : 


which we know the answers so as to emphasize the point. 
How many of these plans do you estimate will eventually be abolished if the _ 
Canada pension plan becomes operative? re 
Mr. Houtmes: I cannot answer that question exactly. We have had some ~ 
studies carried out on this question. If you remember, in reply to a question put 
to me yesterday I stated three things. I will review them briefly. No matter what — 
kind of a plan is put in, the life insurance companies and the field staff will be 
doing their utmost to build supplements to it, to lower the age, to persuade 
people to make additional provision for their old age security. We think a well cs 
designed community government plan helps us to do this, but we pointed out ~~ 
that we feel there are features in this plan which are going to make it more dif- 
ficult. I hesitate to give you an estimate. We have had estimates made for our ~ 
consideration. d 
Mr. CANTELON: That pert well finishes the questions that I had on that — 
particular feature. By 
There was one other that I wanted to ask you. It has to do with the rela- es 
tionship between our plan and the United States social security system. In para- _ 
graph 42 of your brief on page 18 you say: 
Under the social security system in the United States the contingency ~ 
fund has gradually dwindled relative to the benefit load and the stage 
has now been reached where any extension of benefits involves an im- — 
mediate increase in the tax intake over and above the scheduled rise in a 
the tax rate to 91 per cent in 1969. Mf 


In other words, the United States tax rate in 1969 for a scheme which does 
not give as many benefits as ours will be 94 per cent. Did I interpret that cor- _ 
rectly? a 
Mr. HoutmMes: I think the committee needs to keep before it all the time — he 
the fact that the United States social security plan is the entire program for the — , 
United States. When you are considering a question like this in Canada and what 
the Canadian plan costs, in answering that question, you obviously have to add 
together the cost of old age security to the Canada pension plan. 

Mr. CANTELON: You also have to consider the fact that the United States 
plan has been running for some time, which would naturally raise its rate. 
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_ This leads me to my next question which has to do with the funding in this 
plan of ours. The original plan was practically a pay as you go proposition, and 
it was a very small fund. Now there is going to be quite a large fund. Do you feel 
that part of the large value or large amount of this new fund is due to an over- 
taxing or an over increase in rates? 


4 Mr. Hotmes: No. I think the committee is aware that in the early stages 
of the plan, before Canada received reports from its government actuaries, some 
estimates showed that the tax rate would be as low as 1 per cent of the payroll, 
half per cent for the employee and half per cent from the employer, which gave 
the wrong idea. The plan, of the dimension we talked about, would ultimately 
cost from 5 to 6 per cent of the payroll. However, once we had the reports from 
qualified actuaries in the government we have made estimates. Our estimates 
are not exactly the same as theirs, but I am sure that you have very good cost 
estimates both on the plan a year ago and on the plan at the present time. These 
cost esimates do indicate that ultimately the cost of this plan as it is proposed 
will have to go up somewhat from the 3.6 per cent and, when you are thinking 
of cost, you do have to add in the cost of old age security. But the minutes you 
propose earnings related benefits—which as we have told you is our fundamental 
objection—you have a choice of evils; you either have to face these increasing 
costs almost constantly—that is, parliament has to—without at the same time 
announcing to Canadians there is an increase in benefits, or mitigate this and 
create one difficult decision 25 years from now by building up the fund for part 
of that time. 

In the United States there has been a long period in which costs have been 
stepping i.e Dis certainly has led to considerations about what can be done 
in respect of increasing benefits. 


Mr. Kincour: There is a very good illustration in the brief relating to costs 
and the matter of this United States figure of 93 per cent being high in relation 
to the Canadian one. On page 20, paragraph 51, we point out that the cost 
of the present old age security and the proposed program together would 
equal a 10 per cent payroll tax on earnings between $600 and $5,000 a year. 
In fact, you are not collecting in precisely that form, but if it were turned into 
a payroll tax, then the old age security and proposed Canada pension plan 
could be represented by virtually a 10 per cent tax on those income brackets. 
So, the proposals in this bill, as one would expect, would have to cost more 
than that in the United States. 


Mr. Hotmes: There is one further sentence in paragraph 51. “The initial 
cost would increase’. We agree with the estimates of your own actuaries that 
the adoption of this plan will confront parliament with an increase 20 or 30 
years from now. 

_ Mr. Lioyp: May I ask a supplementary question? A fully funded plan 
would devote a great deal more of the disposable incomes of Canadians to 
achieving the same objectives in benefits. 

Mr. Berry: No sir. If you fund the plan fully from the beginning and 
consider the position of paying no one a benefit unless you have the money 
/on hand against it, you then will have a fund on which you earn a great deal 
/More interest. 

Mr. Luoyp: The capital of the fund would have to be built up. 

Mr. Berry: Yes. 

Mr. Luoyp: And therefore the contributions would have to be greater in 
| the early stages. 

Mr. HoLmeEs: The initial contributions would have to be somewhat higher. 

Mr. BERRY: Initially, but not over the long haul. 
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which I think indicates this. We have talked about the United States so 
security program as though it is a plan which has reached its final for m. 
It is interesting to remember that although the plan is nearly 28 years old, 
if you assume a normal working life to be 47 years, it would be another — 21 
years before the people who entered that plan at age 18 will draw their retir e- - 
ment benefit; that will be the first moment when all the people in the program 
could have been in it for their working life, so it is a long way from showit 1g 
its final form. <i 


Mr. G. E. BROWN (Senior vice president, Sun Life Assurance Company of 
Canada, Montreal): Might I add a further point in answer to Mr. Lloyd? I 
should like to point out that we are not in favour of a fully funded plan. We 
are in favour of the pay as you go approach. If you are going to be able 1 to- 
develop a fund, somebody is going to pay the interest on that fund, and that 
interest plus current contributions is going to cover the current benefits. Sa 
you have a load on the economy, whether it be by contributions or interest, 
to pay the balance. ; 

Mr. Holmes’ point, in answer to Mr. Cantelon, is that initially when we 


an increasing scale of contributions in order to meet the benefits that were 
then set up on a pay as you go basis. This involved a situation in which you 1 
have a constantly increasing contribution rate with no change in benefits. 
Remember also that some of these benefits do not become available imme- 
diately; your committee has been told that the first widow’s benefit cannot 
be paid before February, 1968, under the bill as you have it in front of you, 
ad that the first disability benefit cannot be paid until May, 1970, under “a 
bill as you have it in front of you. 
In the light of these things, there is a delay in outgo and there is a build-wil 
of income through the excess contribution that is being provided for under 
this bill. This fund—as you pointed out yesterday, Mr. Lloyd—will disappear 
in due course, and it is purely fortuitous that this fund is developing in the 
meantime. I think it should be clearly on the record that the tax rate as ‘it 
stands here bears no relation to benefits. I think it is essential to the question 
we have in front of us to observe that there is no magic in a state having a 
funded plan; that is not what we are in favour of. What we favour is the pay 
as you go approach and, if yau can, a fully mature flat rate plan from the outset. 
Mr. CANTELON: Thank you very much. I have one other question which 
Mr. Knowles hinted at. This has to do with the matter of priorities suggested 
on page 21 in paragraph 52. We have heard others mention the fact that there 
should be three orders of priority, education first, technological development 
second, and improvement of pension plans and help for the aged as the third 
of three priorities. Is this the attitude you gentlemen have? r 
Mr. Hotmes: Mr. Chairman, I feel this question again is somewhat like 
the question of exactly what monthly amount do we think should be pal id 
under old age security. We would feel.much happier if we felt certain that the 
people responsible for making this very difficult decision—the parlangaa of 
Canada and the government of its provinces—had looked at all the priorities 
We do feel there is a very pressing need for development of our educatio al 
facilities. We really do not feel competent, with the information we have, to 
balance the needs among themselves. . 4 . 
Mr. CANTELON: I realize this really is a social problem and a problet a t} 
which parliament must deal. Unfortunately in our country we have very | oe 
control over the educational processes. I will leave it at that. y 
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4 Mr. CotTE (Longueuil): Mr. Chairman, I believe Mr. Kilgour mentioned 
this matter yesterday; in paragraph 34 reference is made to the fact that not 


many persons will get benefits under the plan by 1976. Reference is made to 
the chart which goes to 1976. Are you prepared to tell us what the trend or 


change would be if a chart was designed until 1986 or 1996. 


Mr. HoLMEs: Yes. I will answer that as well as I can. It took us a good deal 


_ of work to prepare this chart for 1976. We worked on the basis of the report 
of Mr. E. E. Clarke and his group. We have suggested in cur brief to the com- 


mittee that you should have a report from them in respect of 1971, 1976, 1981, 
and 1986. Undoubtedly, as time goes on, the non-benefit area steadily will de- 
crease; but we are saying to you, when we give you this picture, that it is almost 


-a fantasy to think there will not be a major change in the plan before, let us 
say, 1981. We think that, when Canadians generally realize what is going on, 


they will not be content with the assurance that the situation among old people 


will improve in 1996. 


This took a good deal of work. We feel that you can get a similar report 
from your advisers. It may not be exactly the same, but we think it would be 
a close picture of the situation. 

Mr. COTE (Longueuil): Is it normal that in the first ten years of pension 
there would be fewer people who would benefit under the pension plan? 

Mr. Hotes: In the proposed type of plan, but not under old age security. 
In the plan we advocate, no. In this type of plan, yes. 

Mr. BasrorpD: Even if we disregard the provisions in the act for increasing 
old age security? 

Mr. Hotmes: No. There is one thing we would like to say about the charts. 
I would like Mr. Dimock to explain the heading in chart 2, and tell us exactly 
what chart 2 does represent. The heading is brief. Perhaps he could explain it 
a little more fully. 

Mr. Dirwock: Chart 2 does not relate to old age security in any way. It 
relates only to the Canada pension plan. 

Mr. Basrorp: It disregards the provisions in the act now before the com- 
mittee. 


Mr. Kincour: The diagram shows one and one half per cent getting $119 
per month. This indicates an increase in the benefit; instead of $104, it will 
have gone up to $119 a month. This does reflect indexing for these people draw- 
ing benefits. It still remains that two thirds of the retired old people will not 
be getting one cent from the Canada pension plan. 


Mr. HoLtMEs: I would like to make one point clear about 1976. In the head- 


| ing we referred to Canadians aged 65 and over. This should refer to Canadi- 


ans of 65 and over who have retired. The figure of 1,880,000 that is in there is 
an estimate of the population of the age of 65 and over. I think it is correct 


. that Mr. Clarke in his study has assumed that the people between 65 and 70 
_ by and large will take their reduced old age security and their pension under 
| the Canada pension plan at the same time. It is assumed that if they take one 


at 67, they will take the other at 67; and this chart illustrated represents that 


| two-thirds of those who have retired at the end of 1976 will be receiving no 
' benefit other than the old age security pension; and 32 per cent of the people 
‘will be receiving the old age pension plus this average of $45 a month under the 
| Canada pension plan. The remaining fortunate few—one and one half per 
| cent—will be receiving the old age security plus the maximum benefit of the 
| Canada pension plan with the increments. This is the best estimate we can make. 


We have tried to show you a picture which represents our deepest and great 


| Concern. We do suggest that you do not accept our chart, and that you secure 


information and a picture over the next 20 years. We agree that as time goes 
21738—2 


on the picture gets beeen However, we do not ‘think that the oye itself ca n 
possibly remain drastically unaltered over the next 20 years. 5 SS IS 


| will be getting nothing. 
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The CHAIRMAN (Mr. Cameron): Thank you, Mr. Holmes. fee ‘” 
Mr. COTE (Longueuil): I was not quite through. 4 


The CHAIRMAN (Mr. Cameron): I was not stopping you. I was just 
thanking Mr. Holmes. BS 


Mr. COTE (Longueuil): In that chart, is there included that percentage 
of the persons who are already over 69, or the ones who will not participate 4 
in the plan? 4 
Mr. HoutmeEs: The chart relates to everybody in the retired population. 
Some of them may be 65 and have retired. | 
Mr. COTE (Longueuil): Many of those will not be participating because _ 4 
they are too old. i 


Mr. Hommes: Oh, yes, some of them are 90. This is a picture of retired 
people as a whole. 4 


Hon. Mr. McCutcHeon: This is to indicate that in 196— ; 
The CHAIRMAN (Mr. Cameron): Is this a supplementary question? bY 


Hon. Mr. McCutcHreon: My arithmetic is not so good this morning, but 
some two thirds of the population aged 65 and over retired will be getting © 
no benefit from this bill. In other words, this bill does not take care of what — 
is alleged by many to be the important consideration for people who are now ~ 
old and who are going to get old pretty soon. a 


Mr. CASHIN: That is true, because they have ignored the indexing. 4 
Mr. Hommes: No, the indexing is in this chart. 


The CHAIRMAN (Mr. Cameron): I think we have all had an opportunit a 
to read the brief and if we have had a lot of answers that we cannot put) ‘: 
together, then there is something wrong with us. . 

Mr. Gray: In the part of the circle which says ‘‘no benefit’, do ou 
include those who are receiving old age security pension? If this bill should 
come into effect, because of the provisions of part IV, they would have in- 
creased only the old age security pension by reason of the index. 


Mr. HoLMEs: Yes. a 
Mr. Gray: Is this not incorrect when you say they would receive some 
benefit under this act which they would not have if it were not passed? 
Can you answer that question? “a 
The CHAIRMAN (Mr. Cameron): One at a time, please. a 


Mr. Gray: I am not suggesting that there is anything intentionally done 
here that should not have been done. It may be that it is merely a questiol a 
of terminology. ay 

The CHAIRMAN (Mr. Cameron): The answer I think is perfectly obvious. . 
Perhaps Mr. Dimock could tell us in a word. Do you want to give us that t 
information? 

Mr. Dimock: The heading of the chart refers solely to the proposed 
Canada pension plan and there is no Canada pension plan benefit payable t to 
two-thirds of those people then retired. But there is an old age security 
benefit payable to all the people, those getting $119, under the proposed pla an 
or averaging $45, or getting nothing under it. At that time the old age secu i 
benefit may have been increased from $75 to $81 or $85 a month, depending 
on the price index. a 

Mr. Kiucour: There should be in the brief the number of those who will 
be getting the old age security but not the Canada pension; these pera 
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. Mr. Gray: I suggest that the delegates before us take a Tate at Bill No. 
ee which bears the title “This act may be cited as the Canada pension 
an,” and in part IV, ee coal on page 82 it says: “Part IV. Amendments to 


plan comes into effect, a they will be receiving no benefit. This could not 
possibly be correct Sec ording to your own definition. 


The CHAIRMAN (Mr. Cameron): I think this is a matter for argument. 


_ Mr. Lesoe: I would like to point out that anything indexed is not a 
‘benefit. All you are doing is keeping up with the times. It is not a benefit 
if you are just keeping up with the times, as it indicates. 


_ Mr. CHATTERTON: Is it not correct to say that we were informed at a 
previous meeting that this bill refers to an amendment to the Old Age Security 
‘Act, but in the actual act which will be passed by parliament there will 
be no reference to any amendment to the Old Age Security Act, because such 
an amendment would be brought down in a separate act? 


: . The CHAIRMAN (Mr. Cameron): Whether it is an amendment to the Old 
Age Security Act or not, I think it should wait until we get into a discussion 
as a committee without witnesses, when we can iron out these various things. 
Are you finished, Mr. Cété? 


ih Mr. COTE (Longueuil): No, I did not have a chance to speak yet. 
= Mr. Munro: May I make one supplementary remark to say that when 
“Senator McCutcheon referred to two thirds on chart 2 on page 15 of the 
brief, I think it should be pointed out that in this chart it says in 1976 ap- 
arently 1,880,000 people will be receiving no benefit. I think that works out 
‘to PP proximately 1.2 million Canadians over 65 in 1976 who will be receiving 
“no benefits; that would be 1.2 million. All that is supposed to be reflected in 
this white aspect of this circle. Now through you, Mr. Chairman, I would 
i like to comment on this. Would it not have. been fairer in this chart to show 
in that big piece of pie that there is no benefit to the number of people who 
are now—right now, or in 1966, ten years before this chart—over 70, and will 
s till be alive in 1976, because we all know that this Canada pension plan has 
an aspect of earnings relation, and is not supplementary old age security. So 
‘would it not have been fairer to show what aspect on this white circle includes 
those who are people already over 70? That is one point. ° 
_ My second point is this: would it not have been fairer to have included 
in this chart the number of widows aged 55 or over in 1966, and who are 
not wage earners, and who could not possibly come under the plan? I think 
that would further cut into this white square. Would it not also be fair to 
show in the white square the number of unemployed of age 55 and over in 
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‘are hot going to come under the plan, and this would point out that anyone 
in that area, unemployed, who cannot come under the earnings related plan 
has to be dealt with under other assistance programs. If they are under the 
exemption, under $600, they must be making $12 a week, which obviously 
indicates they should be treated under some other assistance program, be- 
Cause it indicates their inability to work. 


ee Mr. LEBor: Now we have a discussion going on between two members of 
the committee, and a moment ago you said we should get down to the business 
of dealing with the witness. I think this is out of order. 


€ various implications in the question. 
‘ The CHarrmAn (Mr. Cameron): Perhaps we should agree that there will 
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the list, and then if someone has a supplementary question he will reserve 
it until his opportunity comes up. - 

Mr. Muwro: If there is to be an answer, my only other comment dealing 
with that piece showing what is one’s earnings benefit, is that I do not think 
that leaves a good impression. It says there are 32 per cent getting an average 
of $45. Why did they not break it down and show the people getting $115, 4 
and the full range in this area. I think this chart is misleading. . 


Mr. HotmMeEs: We suggest that your own actuaries break down that 32 © 
per cent. This is almost impossible for us. On the white part you have really — 
suggested there are five or six categories of people not covered by the proposed — P 
new plan. It is quite true that a very large percentage of them are those ¥ 
presently over 65, but this white section falls into a group of categories, and — 
you have listed them very well. That is exactly our concern. Those five or six ¥ 
categories in 1876 wil! be without benefit. ne 

Mr. Munro: That is exactly it. Ng 

Mr. Hotmes: We have no objection. If that is what the committee wishes, is 
I am sure their own actuaries could split the white part of that chart and 
tell you what proportion fell into the different groups that did not come under ~ 4 
the Canada pension plan. ey 

Mr. Munro: Thank you, Mr. Holmes; that is the answer I wanted. Cy 

I suggest if it was broken down in that way it would at least clear up a_ 
generalized statement that has been referred to many times because it is ob-— 
vious that people who are now retired over age 70 and will be alive, fall into — 
this no-benefit category, and so do widows. : 

Mr. MontTEITH: That is what is wrong with it. i 

The CHAIRMAN (Mr. Cameron): Let us have no more cross questions. ‘ i 

‘ 
e 


Mr. Munro indicates that he has the answer he wanted. 

Mr. KNOWLES: Out of his own mouth. 

The CHAIRMAN (Mr. Cameron): The next questioner is Mr. Leboe. 

Mr. COTE (Longueuil): I did not speak yet, Mr. Chairman. ‘ 

The CHAIRMAN (Mr. Cameron): I am sorry, Mr. Coté; I thought you hadi 
spoken several times. 

Mr. CétE (Longueuil): We can assume, then, Mr. Holmes, that if a chart | 
had been prepared for years other than 1976, such as 1986 or 1996, there 
would be a big change. As you say in paragraph 48, the proportion of the re- 
tired population receiving benefits would go on increasing for many year 
It would be ue a SESS chart, would it oe 


less than it is here, and in 1986 it would be somewhat less, and so on. 
Mr. COTE (Longueuil): The association did not prepare any charts? 
Mr. HotmeEs: No, but the uncovered segment would never disappear. < 


Mr. COTE (Longueuil): Do you usually prepare a chart for more years» 
ahead when you prepare a private pension plan or do you just prepare charts a 
for ten years after it begins? 

Mr. KiLGcour: May I speak to that question? 
receiving nothing from the Canada pension plan ten years hence. It is ool 
fectly true that 20 years hence there will be another big white piece of pie, — 
the people who are receiving no benefits, and 30 years hence— . 

Mr. CétTr Fe nae It would be fee enters 
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= who never get into solid, permanent employment and will not be 
covered by the plan. 
f This question gets down almost to the first question asked in the associa- 


tion's letter where it says: 


. 


the 


1. Have Canadians through their government ) 
a greater obligation to the future aged than to the present aged? 
a greater obligation to older persons who had above-average earn- 
ings when working than to older persons who had smaller or no 
earnings? 
a greater obligation to women widowed during and after 1969 than 
to women widowed before 1969? 


r 
’ 


This will always be the white piece of the pie in which there are no 
benefits payable under the Canada pension plan. 


Mr. Cott (Longueuil): In those years would you say those poor people 
will not get a chance to receive any benefits from this pension plan? Would 
you say after this pension plan is put into operation that proportion of people 
would be smaller? Would you say that more people will have a chance to be 
covered by a pension plan if we have this plan than if we leave it only to 
private plans? Would there be more people covered after this plan comes 
into operation than if this plan did not come into operation? 


Mr. Kincgour: Of course. A plan that spends $600 million a year is bound 
to cover a lot of people, but unfortunately it leaves out a lot of people 
including the present aged. 


Mr. HoLtmes: And old aged security takes whatever money parliament 
assigns to this purpose and spreads it over the entire circle. 


Mr. CéTE (Longueuil): But the longer we delay this plan the more people 
who will not get any benefits from this plan. Is that right? 


Hon. Mr. Crouu: Quite right. 


Mr. LEBoE: Mr. Chairman, I have some questions which are on a different 
line from the ones that have been asked. It does not refer to the brief but 
it does refer to something about which I am apprehensive, and I would like 
to get the views of the delegation on this question. Further discussion of these 
Matters that I will mention will be brought up, Mr. Chairman, at the time 
when we are in commitee without any delegation before us, when we have 
the department officials here. 
Unfortunately I was not here at the beginning of the sittings because I 
replaced someone else on the commitiee. 


~The CHAIRMAN (Mr. Cameron): I understand. 


Mr. LEBOE: Do you consider the possibility exists that a province operat- 
ing its own plan could mix welfare with the plan and thereby cause confusion 
in the whole of Canada, in other provinces, by virtue of supplementing the 
pension plan as a result of pressures on politicians in any particular province? 


Mr. Hotmes: I am sorry, but I do not think I am in a position to answer 


ee ee ee eee 


| that. 


The CHAIRMAN (Mr. Cameron): I think, Mr. Holmes, that is a field you 
should not venture into. 

Mr. Hotmes: We have not considered the question of provincially versus 
federally operated plans. 
_ Mr. Lesor: The arguments that have been put forward here seem to 
| Indicate to me that there are apprehensions. What I am trying to get at, and 
‘I think someone in your group must have some ideas on the question, is this. 
\ 15 for instance, I heard correctly, a number of delegates who are here were 
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apprehensive about changes coming in the pension plan. Those ohuniies! cor me 
into the pension plan because of pressures by individuals on the street, voter 
being concerned about certain things as far as their own private lives are 
concerned in connection with welfare. It seems to me that in your thinking 
you must have come to some conclusion on whether or not a supplementary y 
allowance to the Canada pension plan by a province would result in stabilit y 
in the plan or instability. a 


Mr. Brown: May I say something to that? I do not think I have a com- 
plete answer to Mr. Leboe’s question but it might stimulate a little thinking 
along the lines he has opened up. yp .. 

Our concern, as we have tried to put it yesterday and today, is that there 
are going to be two groups of people in Canada, those who benefit from the 
Canada pension plan and those who do not. These groups of people are to 
be spread across the length and breadth of Canada. Take the small towns, the 
small villages, and think of the individuals who have been working in the | 
branch banks, in the railways, in the organizations of other large employers, © 
people who have stable employment and who have been working in those — 
towns as citizens of the towns. Under the private pension plans they are now — 
being covered and provided in their retirement years with pension over and 
above old age security. There are less fortunate people who are not in that | 
kind of stable employment in those same communities, and parliament has" 
assisted the provinces and the municipalities to help these people through — 
the Old Age Assistance Act. If we overlap this stable employment, this secure — 
employment group, with a further pension plan we will perhaps be distorting ia 
even more the situation as between the one group and the other. And, I think — 
this is the reason—and again I come to Nova Scotia—that Nova Scotia said 
in their brief to your committee, Senator Croll, that: g | 


It is pointless to tell these people that because the Canada pension Li 
plan is based on the insurance principle and is a contributory plan, these 
exclusions are just and equitable. This large number of ineligible persons — 
will expect from government and the community the same kind of 
treatment and retirement income as their more fortunate neighbours 
who have been included in the Canada pension plan. The inevitable 7 
results must be increasing pressures on the provincial and municipal al 
levels of government to bring their level of public assistance up to the — 
total level of income of those who are receiving additional income from fy 
the Canada pension plan. The greater pressures will be on the province. 
Obviously, the percentage of such persons will be much larger pro- 
portionately in a province such as Nova Scotia than in a more highly in- 
dustrialized and wealthier province. By the same token Nova Scotia will 
be less able financially, under present federal provincial sharing ar- 
rangements, to cope with the resultant pressures and financial costs. — 


That, Mr. Chairman, is on the record of the Senate committee on aging. 
I would like to add, sir, that our studies have shown that there are just as 
great disparities of income in the urban centres as there are in the rural 
centres and, hence, this is not a problem that is going to be in only one area 
I suggest this is partly the thinking which has led Mr. Leboe to make the 
comment he did. a 


Hon. Mr. Crotu: I do recall the very thorough study and the evidel ce 
given, but there is one thing upon which I am not clear. If I recall correctly 
there was some question of the number of people over 70; that was ar fl 
who are now covered by some pension plan. Do you recall a figure in respect 
of that number? “F 


Mr. Brown: I am sorry but I am afraid I cannot help you with that. 
ee 
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BS The CHAarirmMAN (Mr. Cameron): Would you continue, Mr. Leboe? 


Mr. Lepore: I have only three questions altogether. Do you foresee any 
a roblems where a government is a tax collector and an employer contributing 
to: a plan on behalf of its employees? What I am getting at here is that this 
is in the political field, and because of the statements made by delegates I 
would like to know from them if in their studies they have taken into 
consideration the realistic position in which the politician finds himself in 
i connection with some of these matters. At: the present time we have three 
‘ levels of government and these three levels of government are employers, who 
‘are employing an increasing number of people year by year; they are also 
the tax collectors and they are going to collect the taxes from the people 
- generally. Also, they are going to make 50 per cent of the contributions of 
)3.6 per cent. 


PS 


wi The CHAIRMAN (Mr. Cameron): Mr. Leboe, do you think that the delegates 
are competent to answer questions of this nature. If you will recall, Mr. Can- 
_ telon suggested, and I rather agreed with him, that we are not here as politi- 
SY cians but we are here as people to study the merits of this bill. I know that 
- my opinion in this connection really has nothing to do with the merits of 
_ this particular bill. 

Ni Mr. Lresor: I think it has. 


The CHAIRMAN (Mr. Cameron): Well, I am not going to stop you, Mr. 
- Leboe, but only to remind you that we are not here as politicians but rather 
4 to consider the merits of this bill, together with the arguments for and 
Magainst it. 
« Mr. LEBOE: I agree, but the merits of the bill are going to be related to its 
a eral to stand. Surely when the bill is in the final draft form it must be one 
that we as a committee, and the people who are making presentations to this 
- committee, must approve in some measure. They must be concerned whether 
’ ‘it is going to have stability and surely whether it is going to stand. Some of 
_ these things must have been discussed by them. 
ABR | The CHAIRMAN (Mr. Cameron): I do not see how he could be competent 
\ to answer your question. 
a Mr. LEBOE: Well, if they do not want to answer it I will pass. But, first of 
all, may I ask if you have given any consideration in respect of the stability of 
the plan. It seems to me that where you are going to have pressures to break 
_ down a plan surely it is the job of this committee to deal with those pressures. 
I think we should be entitled to question the delegates who are before us in 
order to find out whether or not, in their opinion, there are any weaknesses in 
_ the plan, or whether they feel it is going to break down under pressure. 


oe Mr. Kiucour: Mr. Chairman, I would be glad to stick my neck out for 30 
seconds on that. I think this touches a very important point. The government 
' of Canada has provided an absolutely first class generous pension plan for 
_ federal employees; provincial governments have provided a first class generous 
' plan for their employees, and most private industries have supplied good 
- generous pension plans for their employees, although not all. 


Mr. Luoyp: And, the cities have. 


ie Mr. Kiucour: And, through parliament all of these are going to be granted 
a the greatest benefits under this proposed plan. I think it will be perfectly true 

that there will be widespread cynicism on the part of a man who does not 
ae ous for the government or one of the prime employers in Canada. They will 
Ub @ given a very much thinner deal than would be the case if they could get on 
_ the payroll of one of the governments. 


Mr. KNow.Les: Have you read the section of our proceedings which deals 
ov ith integration of the superannuation plan with this? 


, 
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Mr. KiLGour: One of our— 
Mr. Luoyp: Answer the question. 


Mr. Kiucour: Yes, I have read that, and I would think that the integration 
of the civil service pension plan could only be described as very generous. Thes 
full windfall goes to the employee, and this is on top of a first class plan. Many © 
people will envy it and many other employers will not feel they can take such ~ 
a generous attitude. 

Mr. FRANCIS: The civil servants of Ottawa will be happy to hear that. % 

Mr. J. M. LINNELL (Group Manager, The Standard Life Assurance Company, 
Montreal): Paragraph 20 on page 8 of our brief draws attention to that. It 
cites a particular man who retires on January 1, 1976, with 35 years of service 
under the civil service plan who will receive a pension benefit of 111 per cent 
of his pre-retirement salary. “a 

Mr. LEBOE: I have one further question on this subject. I am sure we will rs 
not have any problem the political angle. I want to ask if the delegation con-— 
siders it necessary to tie the pension plan about which we are talking with — 
old age security, or could not the pension plan be set up as a separate proposi- ~ 
tion. We have lots of private plans which have nothing to do with old age % 
security. Is it necessary under our bill to have them tied in together? 

Mr. HOLMES: Well— 


The CHAIRMAN (Mr. Cameron): I would not think that is a question which a 
the witnesses should attempt to answer. . 


Mr. HOLMES: We feel that the approach should be an improvement and 
amendmeint of old age security and I think this indicates that we feel that 
Canada has to look at this problem, as far as it deals with it as one approaeha 
in that way. 


Mr. Kincour: Another point relates directly to that. Could we in any way % 
relate it to the Canada pension plan? To use a point and a principle that was © 
used against us in the Hall commission, when we were appearing on behalf of oe 
those who wished to finance medical care through private enterprise, service _ 
plans and so on, one of the points Mr. Hall made very strongly was that if ~ 
private industry can only cover 75 per cent of the people that is not good ~ 
enough. We have to admit that there is a segment of the public that we can © 


related to collecting money, such as the Canada pension plan, is going to run © 
up against the same hard core. There are going to be 20 per cent, 25 or 30 per 
cent from whom you cannot collect money by any known device in order to — 
have them benefit properly from a wage related plan. That is why one has to © 
go back to the old age security approach. These people are people, and we 
have to provide benefits for them even if we have not been able to collect 
money directly out of their wages. 


Mr. LEBoE: Supplementary to the answer I received and just to pinpoin 
it I believe, from what you have said just now, you think it is not possible to 
set up a pension plan which has nothing to do with welfare or old age security, — 
or a contributing pension plan without it being mixed up with the old age ~ 
secucurity program that we have today. In your chart you dealt with it “ 
separately and you made a very strong point, if I understood you correctly, — 
that we already had the old age security and, therefore, the benefits, so far — 
as the plan is concerned, must not be by virtue of a heading in the act which 
brings the old age security into the Canada pension plan act but that actually, 
in fact, we have certain benefits today for the aged. We do have certain benefits. 
Now, when we add to these, our friends over here are saying that we have 
to include them all as benefits. But, we already have the benefits of old age 
security. What I am saying is that I believe now, if I undestand you correctly, 
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“you believe that you cannot be separated and that we cannot establish a 
ension plan without interfering with old age security at all. 


i: Mr. Kiucour: We should not operate a social security scheme which 
“excludes the large segment of the population from which we can never collect 
under the earnings-related approach. 


Mr. Luoyp: Mr. Chairman, I have a supplementary question. 
The CHAIRMAN (Mr. Cameron): No. Mr. Lloyd, not now. 


Mr. MontertH: Mr. Chairman, I have one question. Have these gentlemen 
given any consideration to what would happen to this plan if Ontario were 
to decide not to come into it? 


Mr. Hotmes: We have not really felt that that is something we should 
‘consider at the present time. 


Mr. Mortson: I would like to go back to page 4, paragraph 11, dealing 
with the surrender of the individual initiative and responsibility. It appeared 
in the newspapers this morning and it might have set some conservative people 
to thinking. I myself was a little concerned because I do not like to feel I am 
going to lose any more of my individual initiative. I would therefore like some 
clarification from the committee, if possible. In our deliberations so far we 
have discussed the poor who cannot and do not buy life insurance. You have 
discussed the pension business, and you have also said that there will be greater 
sales of life insurance as a result of this pension scheme. My first question 
is as follows: All life insurance contracts, I believe, do have a monthly income 
provision, and therefore does it not make sense that we can expect people will 
not lose their initiative to invest in private pension schemes of their own? 


Mr. SHARPE (President and Managing Director, the Northern Life Assur- 
ance Company of Canada, London, Ontario, and President, the Canadian Life 
Insurance Officers Association): Mr. Chairman, may I answer this question? 
I think that statement was one that was attributed to me the other night. I might 
admit here it is my private belief that a new social security scheme will not 
interfere with the life insurance element. There is a difference of opinion in 
the group on that particular matter. I would like to clarify that point for you. 


Mr. Morison: I am sure from past experience that life insurance companies 
do expect a windfall, if I may use that word, as soon as this legislation is passed. 
However, if you throw out those who do not buy, cannot buy, and never can 
be expected to buy—and those people are covered by group pension plans— 
can we expect the life insurance sales and pension plans to increase, and if 

so where are we surrendering our individual initiative and responsibility? 


Mr. Hommes: Speaking on this question of incentive, we do have one illus- 
tration on page 8. We feel that there really is not much incentive for those 
people. As I have told you before, we are attempting to persuade people through 
our field staff to make supplementary provisions. We urge them to do so, we 
tell them that the Canada pension plan is not enough, they need more. What 
We say to you is that there are quite a lot of people who are placed in that 
position which we illustrated on page 8. We can persuade them they need life 
insurance, but we may find it a little hard to persuade them that they need 
additional pension. These are the people in Canada who are in a position to 
| save some surplus for themselves. 


Mr. Morrison: It is true, but life insurance does have the income provision 
as an option at the age of 65, so they are buying a small pension or they are 
| taking a lump sum settlement. 


Mr. HoLtmMeEs: In other words we can conceal from them the fact that they 
| have made additional provision for their old age without realizing it. 


Mr. Morison: I would not like to say you conceal it. 
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Mr. Kii~gour: Maybe I could éomment on this ees ae by saying it 
when you realize that government employees and private corporation employe 
are going to have held out to them pensions of the order of 70 or 80 per 
including the Canada pension plan, in plain fact the need to save is greatly 
diminished. Those people are far more likely to buy new cars or to satisfy 
many of the needs that advertisers are selling them every day than to st 
A great deal of the savings that have generated business in this country have ve 
been built up by people who have started to save because they knew they were > 
going to get old some day. They have borrowed on their savings and started off 
their business, and they have been successful. Many an enterprise has been 
built in this country because someone saw an opportunity and used his money. 
If this gets locked in a public pension plan it is possible that much of the liquid 
capital that is needed to start new Canadian enterprise will also be locked up. 
The desire to save can be substantially killed by the plan. 3 


Mr. Morison: Let me congratulate you and the other insurance companies 
on a terrific selling job in Canada, one that I think puts us in the forefront of 
insurance buyers throughout the world: I am sure that whether there is a pension 
plan or not your sales staff will still keep that proud record. % 

I would also like to consratulate you on a very well thought out plea for 
those poor people who will never be the customers of your company even thousi ‘ 
they would like to be. a 


Mr. CHATTERTON: Mr. Chairman, I should like to speak on paragraph 30 
regarding this bonus. In paragraph 30 it says: g 


For instance, in the second decade of the plan a bonus of $115 would 
be paid each month to a retired person whose earnings had been at 01 rt 
above the pensionable maximum. a 


a 
Would somebody tell me, what group pays that bonus to the well-off? Ss 


Mr. Hotmgs: I do not think we can answer that. Under the Canada pension 
plan we can see a direct bonus being paid to them. The Canada pension plan 
must obtain its money from the contributions spread across the country. In our 
view of reports made by your economists, the most likely model is the one 
involving complete forward shifting which in effect assesses the cost of the 
plan against our people as a whole and what they buy. Opinions will differ there, 
but it is very difficult to answer who will pay it. We are satisfied that it will 
be some other Canadian that will receive it. a 


Mr. CHATTERTON: You say it is a complex question. There may be ma ; 
groups that contribute towards this bonus. Can you say whether some of the 
people who contribute to this bonus are those that are earning less? 


Mr. Hotmes: We feel that the cost will be shifted forward. It will appes 
in the economy as an increase in prices, either small or large. These folk who 
are on old age security only will be paying those higher prices, I am sorry to say, 
and if this occurs before 1967—I am not sure I have the exact date when the 
indexing starts—there is no provision to help them meet this charge. 


Mr. CHATTERSON: In other words a man making $2,000 a year could actual ly 


be paying part of the bonus to one earning more than $5,000 a year, may { 
$20,000 a year? 


Mr. HoLMEs: Worse than that; a Canadian subsisting on old age secur 
may have to make some small contribution towards them. x 


Mr. CHATTERSON: I do not think anybody pretends this is an actually fundec od 
plan; it is not fully funded. Can you tell me how most private pension plans o1 
a fully funded basis actually operate? yy 


Mr. Hotmes: I cannot give the percentages. In private plans that are 
purchased from life insurance companies the benefit that is bought from us 
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must be paid for before we promise to pay a benefit. In pensions that are handled 
as trusts there is frequently a period during which what is called a past service 
cost is built up, and they come to a time when they are fully funded. If you 
€ amine the Ontario legislation, it recognizes the fact that there are quite a 
few private plans which are not at the present time fully funded. One of its 
_ objectives is to require them to become funded. Therefore, you can say some 
_ are funded and some are not. 


ie Mr. CHATTERTON: Even in the case of those that are not fully funded, those 
_ paying into it and administering it know what is going to happen in 20 years’ 
_ time; they know what the benefits are going to be. Is that correct? 

or Mr. HoLMEs: I would think most of them have obtained actuarial advice, 
_ but I cannot give you the figures. 

. Mr. CHATTERTON: Under the Canada pension plan we know that X 
_ number of years from now there will have to be a change in contributions or 
some change in the plan itself to be decided by parliament. Would it be 
difficult or would it be easy for those private pension plans to adjust their 
own plan to integrate it with the Canada pension plan? What would be the 
difficulty? 

i Mr. HOLMES: We feel there will be a continuing difficulty, that whenever 
_ there is a change and the big fellow rolls over, all the little fellows will have 
_ to try to roll over with him. There is a continuing change ahead, as we see 
_it, major change, and the private industry has to try and foresee those changes. 
_ This is very difficult, in our opinion. 

te Mr. CHATTERTON: Will the indexing increase that difficulty of integration? 
ie Mr. HotmeEs: That would be our opinion. 


i Mr. CHATTERTON: I would like to tackle Mr. Kilgour once more about the 
_ airplane that will not fly. He says we have got to redesign this airplane. 
_ I doubt very much if the government is prepared to redesign it, and in support 
_ of my opinion I will quote the minister, Miss LaMarsh who, on page 28 of 
_ the proceedings said: 

it In the first place, I would say that I would hope there would not be 
any reason for the committee to wish for any substantial change. 


g 
"er 


I will quote again from the minister as it appears on page 29. 
It seems to me that since we have had experts dealing together 
on the published report of the Quebec pension plan and the published 
¢ - report of Bill No. C-75 it is obviously a compromise plan on which 


ve both governments have gone a very long way to meet. It would seem 
¥ to me that as reasonable men and a reasonable woman in this com- 
4 mittee you, of course, notwithstanding your point of departure, will 
a follow that same line of reasoning. 

b ii I am not really foreseeing that there will be great divergence on 
[ ye questions of principle by the time you conclude these hearings. 

tae Now, assume the government or the committee will not redesign this 


\ airplane to make it fly, would you give us your ideas of how we can at least 
make certain repairs or minor changes to this airplane so that in the future 
est might have a better chance to fly? Assume the government is not going to 
| accept your proposals, which it is not, what amendments can be made to the 
_ Canada pension plan as proposed to make it a little more feasible and help 
_ those who are not helped? 

Mr. Kiucour: As this analogy of the airplane gets pushed along, I would 
| say that the designers of the Comet expected it would be the jet aircraft of 
the future but unfortunately found that it should be withdrawn. Personally, 
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hence will have to make the corrections because the public finally will not 
tolerate it. 


To answer your second question directly, if this bill is to go throws 
there are some patches which clearly should be made and I think in that case 
that perhaps we should return. 

Mr. Luoyp: If your effort fails, you want to return. 

Mr. HoLmEs: If it is to be a patching job, there may be other people — 
from whom you would seek advice. If you want advice from us on that point, — 
I think we would want to return; that is, we would not want to make recom- 
mendations along that line today. q 

Mr. CHATTERTON: If it were pretty well obvious, as it is now, that the — 
government is going to go through with this plan as it is without substantial _ 
changes, then your group would be prepared to come through with amendments. — 4 

Mr. HoLMEs: I am sure anything we would suggest would involve sub- . 
stantial changes. g 

Mr. CHATTERTON: Would an extension of the transition period be an 
improvement in this plan; would it level out or remove some of these inequities? — 

Mr. Hotmes: I think you received an answer last night in respect of 
the bonus area, which as the committee can see is an area of our major 
concern; that is, the transition period and the indexing are big factors ing 
that area. I HE probably that is all I should say; but that was said to you — 
last night. Ss 

Mr. CHATTERTON: Coming back to the hard core of 25 per cent or 30 per 
cent who would not obtain benefits, the ones who need it most, to what extent — 
do the private insurance companies do business with that group? Is it possible - i 
for private industry to assist that group? e 

Mr. Homes: I think Mr. Kilgour answered that. Their fundamental problem 
is lack of money. We are a business organization and we have to obtain the © 
price of what we supply. I do not think. so; I hope the committee realizes vem 
are fully in sympathy with the poor, but there are things that Canada can and — 
must do if the community is prosperous enough which businesses like ours can- 
not do. However, we think it is a mistake for Canada to think of itself as ag 
great big insurance company. 

Mr. CHatTeRTON: In other words, this hard core group which would not 
benefit under the Canada pension plan can look to the community only for — i. 
nehet? a 
Mr. Hotmes: That is our opinicn. e 

Mr. CHATTERTON: And they will be looking to us for relief before very longg 

Mr. HotmMes: That is our opinion also. 

Mr. CHATTERTON: Some of them are looking for it now. 

Hon. Mr. McCutTcHeEon: That is a fact. 

The CHAIRMAN (Mr. Cameron): That completes the list of persons whol 
have indicated they wished to ask questions on the first round. We now are on 
the second round. Mr. Munro _ is first; I have, then Mr. Francis, Mr. Knowles, 
Mr. Cashin, Mr. Lloyd, Mr. Aiken, Mr. Basford, Mr. Gray, Senator McCutcheon : 
and Senator Croll. . am 


Mr. KNOWLES: Should we have some understanding in respect of passage of 
time? * 
The CHAIRMAN (Mr. Cameron): I think we should ask the members to 
confine themselves to one or two cages and make them specific so that | ve 


might obtain specific answers. 
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Mr. CHATTERTON: On a point of privilege; again it seems we will not con- 
_ clude this group this morning. Will they be available again this afternoon or 
evening? 

‘ The CHAIRMAN (Mr. Cameron): They have indicated to me they are pre- 
pared to put themselves entirely in the hands of the committee. I do know 
they had hopes of flying out of Ottawa some time early this afternoon, but it 
looks to me as if they will not be able to do so. 

Mr. Ltoyp: At some point while these gentlemen are here I had hoped we 

would concentrate our questioning in an effort to obtain information, if they 
are able to give it to us, more precisely on the adequacy of present private pen- 
sion plans. We have heard a lot about government plans, provincial plans and 
city plans, but have done very little by way of examination of the adequacy of 
existing pension plans and why they fail to reach so many people. 

Mr. KNOWLES: Is this a question? 

Mr. Luoyp: It is applicable to the matter or arranging our study. 

Hon. Mr. McCutcHeon: Is the delegation prepared to return at 2 o’clock? 

Mr. KNOWLES: We have Mr. Watson this afternoon. 


The CHAIRMAN (Mr. Cameron): These gentlemen have indicated their 
willingness to return and follow out our desires, whatever they may be. 

Mr. HotMEs: Many of us have a flight leaving at 1.490 p.m. Some of us have 
remained until this moment with some difficulty. You will realize originally we 
intended to end yesterday afternoon. If you wish us back, we certainly will be 
prepared to return. 

Mr. PrittTie: I think that would be asking too much. These gentlemen have 
stayed over now and have made arrangements to leave. I think we should 

accommodate them. 

Mr. AIKEN: I believe we can wind it up. 

The CHAIRMAN (Mr. Cameron): Would you proceed, Mr. Munro? 

Mr. Munro: Mr. Chairman, there are just two or three points which were 
brought up. I am sorry the gentlemen cannot remain, because quite a few 
things have been said. One point was brought up concerning the question of 
this being a detriment so far as personal savings are concerned. I believe this 
was mentioned by Mr. Holmes who said it prejudiced Canadians in repatriating 
their own industry because a good source of these funds come from personal 
savings. 

I think one comment was made to the effect that many companies had gone 
up to their limit. I would like to refer to page 127 in the Minutes of Proceedings 
and Evidence of the Banking and Commerce Committee. This is a series of 
' questions and answers between Mr. Moreau and Mr. Humphrys, Superintendent 

of Insurance. This was approximately two months ago: 

Me Mr. Moreau: I was interested in the answer you gave, Mr. 
Humphrys, to Mr. Munro pertaining to the percentage of assets of 
insurance companies in common stocks and the percentage in Canadian 
stocks. I put a question on the order paper last session, and though I do 
not have the answer before me now my recollection is that the total 
investment by Canadian life Insurance companies was about 4% per cent 
of their assets in common stocks, and about one quarter of that or 
approximately 14 per cent was in Canadian stocks. You now say it is 
almost half, and I wonder if the picture has actually changed that much 
in this short a time. 

Mr. Humpurys: It is less than half. I am asking Mr. Patterson to 
calculate it. 
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Mr. Patterson is Mr. Humphrys’ assistant. Then on page 129: att AS 
Mr. Humpurys: Mr. Patterson has calculated the ‘figures from ol 

reports at the end of the year, and his figures show a little higl 

than one third now, not as much as one half. 


i 


It is not as much as one half of 44 per cent which was invested by Canadian 
insurance companies in Canadian common stock as of the end of 1963, accordi ag 
to Mr. Humphrys, the Superintendent of Insurance. I believe under the act 
you are limited to 15 per cent. 

Hon. Mr. McCutTcHeon: Is that book value you are using or is it market 
value? 

Mr. Munro: Do the insurance companies use book value? 

Mr. J. A. Tuck, Q.C. (Managing Director and General Counsel, The Canag 
dian Life Insurance Officers Association): Yesterday I referred to the pro- 
ceedings which you mention. I was only going by recollection when I said 
about 5 per cent. I had no intention of using an inaccurate figure; that is 
why I referred to the proceedings. The questioner then went on and aske q 
whether any companies were high in relation to the statutory limit and 
pointed out that Mr. Humphrys’ figures were on book value and that on 
market value the companies’ percentage of assets in stocks was higher and 
that in fact some—I did not say mamy—companies have nearly 15 per cent 
of their assets in Canada in stocks—some. 


Mr. Munro: I think, at one point in the proceedings, Mr. Humphrys id 
that if you take it at market value rather than book value it might double it. 
If you still are under the 43 per cent, according to Mr. Humphrys’ figures, even 
if you double it you are eee near the 15 per cent figure at the end of 1963. 

Mr. Tuck: I do not think this is relevant. I shall not take up any mo 
time except to point out that there is no inconsistency with what I said last 
night, that this particular type of investment is relatively larger in some 
companies than others. 

Mr. Munro: If this is a valid point on the part of the life insurance 
companies, I suggest that their record could have been considerably better. 


Mr. AIKEN: What has that got to do with the Canada pension plan? 


The CHAIRMAN (Mr. Cameron): There are a lot of irrelevancies, but they 
may have some bearing some time later. 


Mr. Popkin: The Canada pension plan does not increase the ability of af 
insurance companies to invest in equities to the extent of the diversion 
income from the private sector to the government sector. I see no indication 
that the government intends to use this money to buy equities. 


Mr. Munro: I have one other point. It was given in evidence yest I 
believe when a gentleman said that the countries that had used the indice: 
system for raising their benefits had such an experience that they had aban- 
doned it, and specifically he referred to France. 


i 


: 
Mr. AIKEN: This question is not getting us anywhere. 
Mr. Munro: Was it not mentioned that France had abandoned the inden 
system? j 


Mr. PopKIN: It was mentioned that they had abandoned it in 1958, but it ha 
come back into the system now. They do use it now. i 


Mr. Munro: I have one other point: referring to the brief, page 27, clause 
71 where you say: , 


71. The proposal the association has made is that larger fam 15 
allowance benefits be paid for children in families where the fot has 
died and the mother has not remarried or where the father is totally ano 
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a permanently disabled. The present family allowance benefits of $6 for 
_ children under 10 and $8 for those age 10 to 15 could be increased on the 
_ death of the father to, say, $30 and $40 at an approximate annual cost 
of $35 million. 


tae of course on his age. I would like to know how many orphans are 


owed for, because in the 1961 census it mentions 150,000 parentless children 
w th 148,000 under 19, and in addition there are fatherless children with widowed 


and even at $35 a month for each child the benefits would add up to more than 
$90 million to $100 million in 1961; yet you cite a figure of $35 million. I would 
like to know the source of how you arrived at this figure of $35 million. 
_ Mr. Diruock: I could not follow your figures, but I could put ours on the 
cord. Our source is the 1961 census, publication No. 93516, at page 71—1. The 
children in the families where the head is a widow projected to a 1966 figure 
came up to 56,700 in the age group up to nine, and 62,100 in the age group of 
10 to 15, giving a total number in 1966 of 118,800, and paying an extra $288 
a year for the zero to nine year old age group, and $384, for the 10 to 15 year 
old age group, we came up with a total figure in 1966 of $40,100,000. 
_ Mr. Munro: They are up over $5 million now. 
# _ Mr. Diwock: They are up over $35 million on the basis of a 1966 projection. 
% Mr. Muwnro: I took the figures I indicated, and multiplied them by $25, and I 
have checked the figures. There is one other point if the committee will allow 
me, on this question of old age security which throughout the brief I would 
suggest has been used by the association to point up certain things, and has 
een omitted to point up other things. I am referring to chart I where they 
alk about the relative costs of social welfare schemes in Canada as compared 
vith the United States. In their chart they have included old age security. 
Again, I would point out on page 8 they comment on the relative generosity of 
e development of the superannuation fund for civil servants, and they have 
again included old age security. Midway through the page they say the per- 
centages would be lower if they earned more than assumed and higher if they 
earned less .When they themselves have included old age security it is hardly 
indicative that the rich will get more on the basis of the statement that the 
committee would wish to confirm whether the figures are correct, and if they 
are that it will indicate little scope for saving. So they were quite right to 
que old age security. 
- Hon. Mr. McCutcuHeon: It is a welfare benefit. 
b Mr. Munro: But when they were talking about bonuses all day yesterday, 
enator McCutcheon, they refused to consider the old age security as part of the 
a consideration in arriving at this. In other words, they divorced all 
ideration of old age security when they talked about the Canada pension 
PB. an. This is analogous to saying that the framers of this legislation should have 
completely ignored the effects of the old age security plan when they figured 
ut the Canada pension plan, and of course it had to be taken into consideration. 
0 I say that when the association point out the over-all cost of the implementa- 
on of this plan they then add it to old age security figures when they wish to 


bonuses assisting the welfare, and so on, they omit the old age security. My 

Mint in referring to this schedule is that this is rather unfair because when one 
ges add old age security it gives a considerable weighting factor and works 
out far more accurately for the lower income brackets. 


808 JOINT COMMITTEE 


I would not mind filing this. My figures show a person earning $100 a 
month, if he is single and assuming the average retirement age at 72, woe 


which ontiG be 57 per cont of his wage. It gradually comes cece be from 88 
per cent to 57 per cent. If he is making $250 a month, if he is single, he will - 
be getting $126, which is 50 per cent of his average wage. If he is making © 
$300 he will be getting $148 or 46 per cent. At the top he would be getting 
$163 a month or 41 per cent of his wage. So, from a man making $100 a 
month who is single getting 88 per cent the percentage drops down to the top © 
level of 41 per cent. Of course, I agree this is combined. ae is assuming that — 
the average retirement age is 673. i 

I would ask if the association feel those percentages from 88 to 41 are 
unreasonable in the circumstances. 

Mr. Kincour: The quick answer to that is that dollars are what one pas ; 
to take to the grocery store and not percentages. 


Mr. Munro: But, I am saying that this certainly does go a long way 
when you include old age security as a weighting factor. It does go a long — 
way to remove the implications which were suggested by those considering i 
the Canada pension plan alone. . 


Mr. KiLcour: The biggest dollar bonus goes to the higher income group. a 

Mr. Munro: I have one last question, and I hope I have not taken up too , 
much time. é 

M. MontTEITH: You have. ; 

Mr. Munro: Welil— 

Mr. MONTEITH: Does not anyone else get any consideration? 


felt by lowering the ceiling on earnings in a year from $5,000 to, say, $4,000 — 
this would overcome to some degree some of the element of this plan benefiting _ 
because they claim the higher income earnings have prejudiced the lower 
income earnings. | 
Hon. Mr. McCutcHeon: And, lowering the benefits as well? 
Mr. Munro: No, the same percentage of 25 per cent. } 
Hon. Mr. McCutcHron: That would not fit in with the province fi | 
Quebec. . 


amounts to $78 a week for a married man, and I believe their claim at inal 
time was that it would give such a pension to $4,000 and under that therge 
would be very little incentive for personal savings. 

Mr. KiLGour: We never had an opportunity to present a brief. 

Mr. Munro: Well, I can read from it. I have referred to it. 

The CHainmMan (Mr. Cameron): Mr. Munro, time is passing. a 


Hon. Mr. McCurcHron: Mr. Chairman, I think we will have to adjoum 
and ask these gentlemen to come back this afternoon. 
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Mr. CHATTERTON: Hear, hear. 
Hon. Mr. McCutTcHEon: And, when we do come back I would like Mr. 
Munro to take his seat by the clerk because he is giving a great deal of 
evidence upon which we would like to examine him. 
Mr. CaAsHiIn: And, I would suggest that Senator McCutcheon sit on the 
other side of the clerk. 
The CHAIRMAN (Mr. Chameron): Now, gentlemen, we still have some 
time left. 
Mr. Munro: These are questions which are pertinent to what has been 
claimed. 
Hon. Mr. McCutTcHEon: I am not criticizing Mr. Munro, but it is obvious 
that we cannot finish by 12 o’clock. 
Mr. KNOWLES: Our questions will take only another couple of minutes. 
Mr. CHATTERTON: On a point of privilege, Mr. Chairman, questions were 
‘asked earlier with regard to chart I and at that time you ruled that the 
delegates would be given a chance later on to answer those questions. This 
is on the record and no chance yet has been given to them for reply. 
The CHAIRMAN (Mr. Cameron): They will still have that opportunity. 
Mr. CHATTERTON: I was just bringing it to your attention, Mr. Chairman. 
Hon. Mr. McCutcHEon: In my opinion, Mr. Chairman, we cannot finish by 
2.00. 
The CHAIRMAN (Mr. Cameron): But, at least we can go to 12.30, if that 
is agreeable. 
Hon. Mr. McCutTcHEon: Why not let them have time for a decent lunch 
and then come back later. 
The CHAIRMAN (Mr. Cameron): I am not clear in my mind whether they 
intended to come back this afternoon or to return to Toronto and come back at 
a later date. 
Hon. Mr. McCutTcHeEon: I do not think they intended to come back this 
_ afternoon but, I suggest, they would be quite willing to do so. 
Mr. Munro: Mr. Chairman, I was quoting from page 13 of the brief of the 
Canadian Life Insurance Officers Association submitted to the minister, which 
was filed in the House of Commons in response to your motion, Mr. Knowles. 
' That brief was submitted by your association. It was dated July 26, 1963, and 
I was referring, as I said, to page 13 thereof. That was when the suggested 
level was $4,000, and you were opposed at that time. 
Hon. Mr. Crouu: Mr. Chairman, Mr. Watson is a member of the group 
and it is quite conceivable that you might be able to arrange for this gentleman 
to be here at 2.30. Perhaps Mr. Watson will remain until later. 
The CHAIRMAN (Mr. Cameron): That is up to the association. I would 
| certainly like to finish it up, and I think they would also. 
Mr. Hotmes: I think the delegation is in your hands, Mr. Chairman. 
The CHAIRMAN (Mr. Cameron): Are you prepared to come back at 2.30? 
Mr. Hotmes: If that is the wish of the committee, yes. 


Mr. KNOWLES: Why not give them a couple of minutes to get together and 
decide? 

The CHamiRMAN (Mr. Cameron): Certainly. We will adjourn for two 
Minutes to allow you to consider with your group what you wish to do. 


Mr. Hotmes: It is clear that a sufficient number of the delegation are in 
|} a position to stay, so we will be happy to stay, if that is the wish of the 
| committee. 
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plan of some kind will be put into effect. 


and you objected; now it is $5,000; it used to be $4,000 and you even opposec 
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The CHAIRMAN (Mr. Cameron): It is agreed. 
We will come back at 2.30 p.m. | } 


Mr. COTE (Longueuil): Could we not continue until 12.30? 
The CHAIRMAN (Mr. Cameron): We will continue until 12.30. 


Mr. Arken: Has Mr. Munro finished his line of questioning? I do ‘not 
want to object to his taking our time, but if we are going to continue v 

should all have a chance to ask all the questions that are necessary. My on 
objection in counting the five or six questions is that it will leave no time for 
other members. If Mr. Munro is going on, let us let him finish his line of 
questioning. i 4 


The CHAIRMAN (Mr. Cameron): I think he was nearly completed. I thin kk 
he had some other observations to make. L, 


Hon. Mr. McCutcHeon: Did Mr. Munro quote a reference from the brief? 
He has given us his interpretation, let us have the reference. a: 


Mr. Munro: I am referring to page 13 of the memorandum submitte d 
by the Canadian Life Insurance Officers Association enclosed with the lette on 
to the minister dated July 26, 1963. Starting five lines down, it says: a 

A major weakness of the federal plan under consideration would be 
its unfavourable effect on private saving as the payroll tax rises. Most. 
individuals earning less than $4,000 a year—and this includes the | 
majority of Canadian workers—would likely come to rely on the a 
government to meet their entire retirement needs and discontinue on 
reduce their own savings since most saving is for retirement. a 

My point was simply this, that even at $4,000, the proposal was for 30 
per cent. I believe that would work out to something in the order of $1,200 
a year at the maximum level of pension. A man making $5,000 under the 
present proposal would be getting $1,200, just like the man earning $4,000. 
You cannot say that all those people in the range from $4,000 to $5,000 would 
get the same benefit as somebody earning up to $4,000, and you can hardly 
say that under the old scheme there was any great benefit for the person 
in the higher wage level because how can a man raise a family on $70 a week? 
The association was even opposed to that on the level of $4,000. I would t in 
that when they are trying to establish this point maybe they should tell » us 


what level they think should be applied assuming that a Canada pension 


Mr. Hotmes: At the time this memorandum was presented the Canada 
pension plan did have a maximum of $4,000 a year. The comment which : 
read is simply our comment on the plan as it existed at that time. We wea 
essentially saying the same sort of thing as we are saying today, that ¢ 
income related plan does have certain defects and that it is only partia a n 
its coverage. May I remind the committee that since 1950 we have consistently 
supported the old age security approach, a uniform, universal approach to 0. d 
age security for all Canadians. We were not recommending $4,000 or $5, 000 
or any other limit. Consistently we have said the same thing about the 
income related program. § 

Mr. Munro: With that explanation I accept that you are opposed to this 
type of approach to pensions. I am glad that is clarified, because now we 
have that on the record. I had the impression that at one time it was $6, I 


that. Presumably if you lowered it to $3,000 you would be opposed on 4 ¢ 
basis of the general principle you outline now? : 
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Mr. Munro: I am glad it is clear that the association should be revealing 
such tremendous concern for the lower wage levels, because they are not 
being helped when you oppose it for $1,000 or $3,000. You are getting down 
to a man earning perhaps $78 a week. At $3,000 it might work out, perhaps, 
to $65 a week. It has been isolated to this; you are opposed to this as a 
- general principle—a contributory scheme. 


Mr. MONTEITH: They have been trying to tell you that since yesterday 


Mr. Munro: Then let us have no more gobbledegook. 


e Mr. Hotmes: There was a word slipped in there; that is, that we are 
opposed to a contributory scheme. I would call the committee’s attention again 
to the fact that we supported old age security as a contributory scheme; that 
‘eit was recommended by the King-Lesage committee as a contributory scheme 
and was presented to parliament by the government as a contributory scheme; 

and parliament presented it to the people of Canada, including ourselves, as 
a8 contributory scheme, and we supported that contributory scheme. 


- Mr. Munro: But it supplies only $75 a month which hardly is adequate. 


a Mr. HoLmes: I think we have made it clear that we feel the question 
of amount is a responsibility of parliament. 


* The CHarrMAN (Mr. Cameron): It is 12.30 p.m., gentlemen. We will meet 
_ here at 2.30 p.m. 
; AFTERNOON SITTING 


MP _ WEDNESDAY, January 13, 1965. 


‘t The CHAIRMAN (Mr. Cameron): Gentlemen, we have a quorum. Mr. G. 
_M. Watson is here. He has presented a brief and is supposed to be our only 
‘ witness this afterncon but he has kindly suggested that he stand aside tem- 
_ porarily as long I can assure him that he will have an opportunity to catch 
Te train to Toronto at 7.00 p.m. Under those circumstances I suggest that we 
- proceed with the life officers association members until 4.00 p.m. unless we 
fea 3 sooner than then, and that at four o’clock we call upon Mr. Watson 
and if necessary bring the life officers back, because they are willing to return. 
Mr. Munro still has a few questions he wishes to ask. He may proceed. 


. 4 


be Mr. Munro: My question is related to the one I asked this morning, in 
connection with the diagram—I think it is chart 2, showing what purports 
| to be 1.2 million Canadians aged 65 or over at the end of 1976 who would 
| be receiving no benefits. I think it was agreed as a result of the questions 
| that this 67 per cent, or whatever it is in this white spot, would include the 
unemployed, would include people now in retirement over 70 who would still 
_be living ten years from now, and would include widows who are now 55, 

Whose husbands were already dead when the plan came into operation. 

~ My question is this, so that we may have an opportunity to check the 
accuracy, if you like, or come to our own conclusions with respect to this 
Chart: do you have figures to show how this whole area of no benefits is 
broken down, showing the number of unemployed, showing us how you estab- 
lish it, Eee us the number of people now retired over 70 who will be 


! 
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Mr. Hotmers: The answer to that question is no, we do not have an analy- 
sis. The way we approach this, as I tried to explain, is as follows: It is quite 
a difficult problem for us to base it on your own actuary’s forecast, but we 
have worked quite hard in order to give you as accurate a picture as we can 
from the outside. You will realize that this forecast does not divide the bene- 
fits being paid into these different categories. We suggest that you do obtain 
whatever analysis you wish from your own actuary. We feel that this is an 
accurate picture, and certainly the best we can give you. 

I would call your attention again to the fact it may be that our cubheadal 
ing there should be lengthened a little bit. We have taken people actually in 
retirement and receiving benefits, and have tried to divide them up. Included 
in the total of 1,880,000 Canadians of age 65 and over are those who are still 
working, but they are not in the pie. The pie is composed of those who are 
in retirement, according to your own actuary’s estimate. 

Mr. Munro: You make it very difficult for us to come to any conclusion 
on how this was arrived at without having a breakdown. 

Mr. Houmes: That is partly why we recommend that you ask for a fur- 
ther analysis from your own actuary. We cannot give you a more complete 
analysis in this part. 

Mr. Munro: Thank you. You are not prepared to verify the accuracy of it. 

Mr. Houtmes: I stand behind it, and I say that we feel that this is an 


mt 


accurate picture of the situation, and part of the situation that is concerning ~ 


us, as we have expressed it to you in the brief. We would be very glad to — 


=e 


have you obtain a confirming or alternative report from your own adviser. 


If for instance, his report showed that the white part of the pie was a little 


smaller, this would reduce our concern; but if it happened to show that it was 
a little larger, it would of course increase our concern. 
Mr. Munro: All we can say is that this is a chart which you laid before 


us to establish your argument, but that you cannot have any source of author- i 


ity for the figures arrived at, because they are not available. 


Mr. HotmeEs: The source is your own actuary’s report, and we have been — 
just as careful as we could in the analysis of the people in receipt of benefits. 


Mr. Munro: Thank you. I have one final point which I want to cara i | 


I believe this morning in referring to this last recommendation of the asso- 
ciation concerning orphans it was estimated to me that that particule 
benefit would cost $35 million. They feel now that a more accurate fut 


mis 


would be $40 million. Do I understand it from the gentleman who answered the 


question that he was talking about orphans and widows? 
Mr. HouMeEs: I would like him to reply to that, and to explain exactly 
what is in his estimate. 


Mr. Drmock: The lead in to this illustration is the first sentence in para-_ 


graph 70 which says that for some time the association has advocated the 


provision of universal basic benefits both to widows and the permanently _ 


disabled with dependant children. We then go on in paragraph 71 to illustrate — 
one way in which this can be done for widows; the figures I gave you were 


for widows with dependant children. é 
Mr. Munro: You mean orphans with both mother and father dead. They i 


are not included here and they would be supplementary. 
Mr. Drmock: That is true. : 


, 


are not included here? 
Mr. Dmuwock: That is right. 


Mr. Munro: And that would also apply to the orphans of widowers; 4 
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Mr. HoLMEs: I would call your attention to the fact that we put this before 
you as a suggested practical plan. We have not the least conception that the 


committee would just take our plan. 


Mr. Munro: Through you Mr. Chairman to Mr. Holmes, apparently it is 


quite true. During my questioning and perhaps some of the others, perhaps 
it would be better if he spoke for himself; that if I appeared to be unduly 


\ 
' 
; 


belligerent or discourteous in any way, I hope you will accept my apologies. 
It certainly was not my intention. One does get wrapped up in these things, and 
one perhaps pursues a point unduly. I would not want you to feel offended in 
any way, and I do certainly appreciate your courtesy and that of your association 
in answering my questions. 

Mr. HoLMEs: I reciprocate your comments. I am sure that both you and I 
have tried to make our statements clear, and I have no feeling that any one 
has been particularly belligerent. 


Hon. Mr. McCutTcHeon: You know your are right, Mr. Holmes. 
Mr. CANTELON: Let us not start off with any sarcasm. 


Mr. FRANCIS: This does not have to do with Mr. Munro’s comments, but 
I think the brief is an excellent one, and that the presentation is first rate. 
I only hope that the briefs we have yet to receive will be all of the same 


standard. But what concerns me, Mr. Chairman and Mr. Holmes, is to try to 


relate this to the program before this committee. We have a specific piece of 
legislation and it seems to me that the life insurance officers association is 
saying that at this stage Canada is looking towards a major departure in social 
security measures, and there are three approaches to be considered. One is 
through the means testing, or the resources background. The second, is through 
a social insurance measure, and it seems to me that a good deal of the criticism 
directed at it is because it is not something else. And the third is to take a 
universal benefit approach in order to meet the problem. 

The association seems to be saying first that of the three paths that you 
could tread at this time, this legislation is a step in a direction which you 
gentlemen generally distrust, and you feel that it is wrong in concept and in 
terms of social insurance as such. 

You have been kind enough to place before us a series of alternatives 
which you think would add up to a more equitable or more defensible package 
from your point of view. I want, if I may, to see if I have interpreted this 
package carefully. In your summary of recommendations you have first of all 
suggested $65 or $75 a month for every single man. 

Mr. Brown: Who has retired. 

Mr. FRANCIS: Yes, who has retired. 

Mr. HoLMEs: To all; every person who has retired. 

Mr. FRANCIS: For all married persons you have a scale for the husband of 
$65, and for his wife who is 60 there will be a sliding scale up until 70 which 
goes up to $150. 

Mr. Hotmes: For the husband whose wife is under 60 we have simply 
suggested a single amount, and that when the wife crosses 60, it is suggested 
We give $125 to the couple, and it would increase to $150 when the younger 
wife reaches 70. 

Mr. Francis: The cost which you have indicated by your own estimate 
for this recommendation is in the order of $300 million a year. 

Mr. Hotmes: That is correct, and that is the very best estimate we can 
make. Again we feel sure that your committee would want to check it with 
your own adviser. 
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- month. There is no question of additional benefits for people less than 70. a 
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Mr. peewee I appreciate ahate The second poker ana ation is put a € 
more tentatively in terms of a premium for the higher age group attend . 
age of 70. This isa clever suggestion. Presumably for the alternative you wo 
need more money than you would get per month under this scale which you 
have put rata vat with the suggestion that you can do it for $60 million an 
nually. a 

Mr. HotmeEs: That is correct. a 

Mr. Francis: And the third category is to bring about a universal bene! fi: it 
approach to dependancy for children losing both parents, and children losing 
the breadwinner in the family, and your estimate is $35 million for this. And. 
then Mr. Munro raised some technical questions which are not important — 
principle. He wondered if your estimate was low. 


Mr. Hommes: If you are thinking of using our estimate for the group you 
mentioned, it would be low. We have suggested a smaller group than you, and a 
the committee might readily think that it should be a larger group. ‘ 


Mr. Francis: As I understand Mr. Munro’s interpretation, he had an ese 
timate in the order of $100 million or approaching it. 


Mr. HotmMEs: That is right. The largest part of the difference would bal | 
motherless children in the care of their father and since the father would still 
be working, we did not suggest that there be extra payments there. 


Mr. Francis: The concern I have relates to what this package would mean 
Just as there are certain limitations that depend on a social insurance measure, 
I think the committee is as basically aware of the same basic points of applica-— 
tion as you are. But let us look at what this adds up to. It is an extension which 
would amount to the order of $400 million a year immediately. There is an 
argument that there be no increase or benefit for people who go on retirement 
over the flat rate scale, or for people now retired. Mr. Knowles, I think, made 
this point earlier. me 

Mr. HotmeEs: I am afraid I do not quite follow you. Ss 

Mr. Francis: For people presently retired I am not aware that any of 
these recommended changes would add to the pensions or benefits of those 
presently beyond the required age. ; 

Mr. HoLtMEs: Oh, yes. First of all, the man who was 73, with his wife 
68, would receive $195 a month. 

Mr. FRANCIS: If one were to take the case of a man of 73 who has a wit 
of 68 he would receive $125 a month, whereas at the present time a number 
of those couples are in a very critical situation trying to get along on $75 a 


a 


Mr. Hotes: No. If the husband is over 70 and his wife is still under 70— 
Mr. FRANCIS: Yes, I see. 9 


Mr. Hotmes: We have said we do think there is further study needed 
as to whether something further is to be done at the older ages. Based on what 
we have seen of the dominion bureau of statistics’ figures—and the information 
we have had can be wrong—the picture may be different at 80 than 75 and : at 
85 than at 80. 

Mr. FRAncIs: I think this total package is a much more radical nackal” 
than I certainly anticipated from your group. I have a great deal of sympathy 
with a great many things here, but I think it will be more expensive thal n 
the Canada pension plan if you project forward a period of years. A 

Mr. HoLmMes: We frankly do not agree with this, but again I thinks zi 


your own actuarial advisers. Again, I might mention that we have ng ot 
criticized any of the cost estimates that you have received from the acters es 
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4 Mr. renacist I appreciate that, Bus you feel that projecting this to ite 
ne period as that to which we have projected the Canada pension Bee would 


a _ Mr. Hotmes: I am quite sure in my own Pana that it would not be. | 
_ May I refer to a point you have mentioned? I think you: mentioned no 
indexing. I still do call your attention to the fact that we think the actual 
scale, the $75 basic and $125 and so on, should be reviewed quite regularly and 
systematically with reports from the bureau of statistics primarily to see 
whether the retired people’s income is keeping reasonable pace with the income 

of people at work. 

_ Mr. Francis: Do you not expect the result of this procedure would be 

series of amendments to the basic level? 
a Mr. Hotmes: Of course, and it would become quite systematic and well 

“y worked out. 

Mr. FrRANcIS: What gives me most concern, to be frank with you, is that 

I think it would be an invitation to political instability if this approach were 

bf enerally adopted. It seems to me it would be more detrimental to the economy 

4 han the proposals put forward. This is my basic concern with the alternative. 

Mr. HoLmMEs: You realize that we feel this alternative is not nearly as 

“unstable as the plan we are considering, and the main reason is that this 

a lternative appears to be fairly equitable to all people at the older ages. We 

cannot see how the introduction of a plan, which does make for comparisons 
between one and the other, will not greatly increase the pressure to keep 
_changing the combined plan. 

___ I know that this has been a difficult problem. I do not think we have been 
any more satisfied than the committee members with the method that Canada 
has so far worked out to consider adjustments in old age security since we 
first adopted it, but I think a system can be worked out. We agree it is 

-parliament’s responsibility. We think that the various parties can find a method, 

together with our civil service and perhaps an advisory council from outside. 

That would be the rational approach. 

a Mr. FRANCIS: You have no specific suggestion beyond ne method we are 
‘comparing? 

z Mr. Hotmes: Not beyond what I have said, Mr. Francis, no. 

y Mr. Francis: I am surprised at the lack of interest in supplementation 
on a test of needs or means. In an earlier presentation Dr. Willard said that 
“no modern country, to his knowledge, had ever been able to devise a social 
security system in total that had avoided testing on a means, need or income 
Gi. or some basis of resources to determine need. 
ee I believe paragraph 16 of your brief comes very close to saying this. It says: 
F 4 ee The fundamental aim of a compulsory social security measure 

Be should be to provide protection for persons who specifically need help 

or for everyone in a population group where need is widespread. 
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a. The basic concern that worries me, and I am sure it worries many other 
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_ Mr. Hotmes: You realize what we have said to you in this area is that 
ar as we can see the universal uniform benefit approach comes closer to 
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People, is that when we go to the universal benefit program need is not 


fe: npointed. We presume need in a general class and general category, whether 
tances in the individual case warrant it or not, and I do have 
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pension plan plus old age security. Actually, the latter tends to pay benefits — 
to Canadians who have shown themselves able to look after themselves and — 
to keep it away from others who, from the dominion bureau of statistics 
figures, seem to be in greater need. We would agree with you that Canada ; 
will not get away completely from assistance. We think the test is: Does our % 
“payment as of right” plan, our community plan, keep this to as small a 
percentage of the beneficiaries as possible? We really think that the old age © 
security approach has had that result. e 
We have tried to make a summary of these things thronehodt the world. — 
There are seven or eight countries with plans and every plan is different, but 
I think you would find that under the social insurance approach, one that — 
is related to income, there was a rather larger percentage of people in the % 
older ages requiring some assistance than under the uniform universal ap- ~ 
proach. We have very good company in our universal uniform plan, and the © 
number of countries which, having had a universal uniform plan, have put in ~ 
an additional income related plan such as we are discussing are quite few; — 
they constitute a very small minority. a 


Mr. RHEAUME: Mr. Chairman, I want for a moment to get down to a 4 
different line of questioning. % 

Among the recommendations that Mr. Holmes’ delegation has made, and . 
in stating that there are serious gaps in the categories of people who will be : 
assisted under the Canada pension plan, is the recommendation in effect to J 
study where the poor people are and where they are likely to be ten years 
from now. I wonder if they feel that the institution of the Canada pension © 
plan now will seriously obscure the fact that hundreds of thousands of Cana- — 
dian people in poverty will get nothing. Is that one of their concerns? Are they © 
concerned that by proceeding with this plan we will in fact postpone the af 
essential study of where the needs are to be found in Canada today and where © 
they are likely to be found. Is that one of your fears? : 


Mr. HoLMEs: Well, we would hope that the examination of welfare needs — 
would proceed as quickly as possible. But, we do find, when talking to people 
on the street, that they do not understand what is being proposed at all 
because everyone you speak to says that we must do something for our old 
people, and when they say that they are thinking of the present old people. ‘ 
However, there will come a shock of realization, a moment of truth, and ~ 
whether this will speed up or slow down consideration of the overall problem ~ ei 
I could not say. But, I do say that it would be very difficult to find a solution, kK 
a third plan, that would solve the problem after you have the two plans in 
operation. It would be infinitely better to look at the problem very thoouehly | 
and hard-headedly before you go into the second plan. When you find | 
needs of the people do not fall into the pattern created by the second plan 
it is going to be extremely difficult to know where to go. Be 


Mr. RHEAUME: From the analysis you and your colleagues have done, — 
in your opinion, is there general awareness on the part of the current old 
people and those presently widowed, disabled and blind, of the fact that they 
will benefit nothing from the Canada pension plan. 
‘ 


Mr. Hommes: Well, we wish you would ask almost every witness that 
appears before this committee that question. As I told you we have just trie 
in our own personal way to make inquiries. We really do not think the people 
are aware of the situation. Of course, there is an awareness among some 
groups but it is not general. 

Mr. RHEAUME: From your experience, with this kind of thinking on th 
part of you and your colleagues is it your guess, or perhaps I should say 
Opinion, that the lowest income groups are going to be those groups wh 
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attempt to opt in, if I could use that expression, at $51 a month rather than 


wait the additional five years and qualify for the universal $75. 


Mr. Hommes: I am sorry, but I do not think we really have experience 


on this. It would be my personal opinion that the person who was finding 


himself in fairly easy circumstances at age 65 would postpone taking the 
benefit in order to get the $75 at age 70, and the man that was hard up would 


be inclined to take the $51. But, this is only a personal guess. 


Mr. RHEAUME: But, surely you have had sufficient experience with people 
who would take pensions here and now at lower rates rather than wait for the 


final payment that the mature policy might give. 


Mr. HOLMES: Not really because when people come to us for an option, as 
you realize, a business concern does not really ask if they are very hard up or 
if they are comfortable; it is just a business transaction, and we really do not 
know. 


Mr. RHEAUME: But, what is your personal opinion? 
Mr. HOLMES: I have just given my personal opinion. 


Mr. LINNELL: Mr. Chairman, this information possibly is available in some 
of the insurance companies’ records, but at the moment it is not available here. 
However, as I say, I believe it could be obtained. 


Mr. RHEAUME: The purpose of my questioning is to find out if, in fact, the 
people who are the hardest up will come in as soon as they possibly can in the 
terms of the new flat rate $75 a month pension and take it at $51 a month here 
and now rather than waiting an additional five years. Do you foresee a problem 
whereby hundreds of thousands of low income people at age 65 will, in fact, be 
receiving $51 a month and $51 a month only since this will be the same group 
which does not qualify for the Canada pension plan benefits by and large. 


Mr. HoLtmMes: Perhaps Mr. Berry might answer your question. 


Mr. Berry: I have one observation to make which bears on this. It is our 
own experience that people who retire at age 65 generally ask us to integrate 
the present old age security benefit into their present pension; in other words, 
they take an increased pension under our option at age 65 with the under- 
standing it would be reduced by $75 at age 70. I think it is fairly obvious, 
particularly for people in the low and moderate incomes, that it is not very 
sensible to have your income go up $75 at age 70 if you have an inadequate 


/ Income between ages 65 and 70. We find a large proportion of them will take 


the integration and have a flat pension across the whole period. 


Mr. RHEAUME: In your opinion and in the opinion of your colleagues will 
we, in fact, be producing as a result of the facilities of this plan a class of poor 


' old who are on $51 a month for life at age 65? 


Mr. HOLMES: That is going to start to go up in 1968 with price levels, with 


| a limit on it, and we have suggested the effect of this plan may be to increase 


the price before that starts. But we certainly feel that some of us will be 


' receiving the maximum benefits from the Canada pension plan while some of 


our fellow members of the Canadian community who will be looking at the 
Situation 10 years from now will be looking at it from the point of view solely 


of an income of $51 a month escalated. 


Mr. RHzAUME: Now, I want to return to the principle very briefly that 
I discussed yesterday. I am taking a page from Mr. Munro’s book, who wanted 
to qualify paragraph 30 of your brief. I will ask you now, in the light of in- 
formation we have heard in the last 14 days, if we should not clarify the 
proposed statement of policy in terms of the pension issued by the minister 
in the house. The original statement was this: ‘The purpose of the govern- 


+} Ment’s proposed legislation is to ensure as soon as possible in a fair and prac- 
| tical way all Canadians will be able to retire in security and with dignity’’. 
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Now, in the light of the testimony, as Mr. Berry was asked to qualify the bonu us 
system, could this be the properly qualified statement: The purpose of the 
government’s proposed legislation is to ensure that wealthy Canadians wills be 
able to retire? I am eliminating all the adjectives. . 


Mr. HOLMES: This is the purpose of the— 


The CHAIRMAN (Mr. Cameron): Just a moment, Mr. Holmes. I would 
to say, with all due respect, Mr. Rhéaume, that I do not think that is the type 
of question you should ask at this time. It is a hypothetical question, in respect 
of which you are asking an individual for his opinion. For instance, last night 
I picked up the Gideon Bible and looked at the first thing I saw was this: 
“This contains the greatest collection of myths, mysteries and superstitions of 
the fools men are’’. Someone wrote that in there. Whatever opinion one may 
have I do not think we are accomplishing anything by asking certain individs : 
uals, is this not really what the minister should have said. . 


Mr. RHEAUME: The statements that the gentlemen have given us have f= 
demolished the actual use of these adjectives, ‘fair, practical, all Canadians, 
security, and dignity”. In view of that, I am doing what Mr. Munro attemD a 
to do to qualify that. 


The CHAIRMAN (Mr. Cameron): You can do your own mathematics on ity 


Mr. HotMEs: The trouble with your question is that the statement refers. 
to the purpose of the government and I am not qualified to make any comment 
on the purpose of the government. I am a person who thinks that the purposg 
of all policies is a good purpose but that sometimes in a slightly technical 
matter the government may not quite foresee what a particular course of 
action may lead to. But, this is a statement of purpose. It came up yesterday 
in connection with our contention that Canada was looking at itself as a great 
big insurance company and that it was not looking at itself as a coma 
and we quoted the minister to show this was so. 


Mr. RHEAUME: Then I will change the question. Would you say this wot 4 
be a safe statement: The effect of the proposed legislation— % 


Mr. Munro: I was quoting from the brief and not from any of Mr. Diefen- 
baker’s statements. ; 


Mr. RHEAUME: On a point of order, surely if Mr. Munro can introduce a 
telegram from the minister and say her words are rock bottom and copper r 
sheathed, and that the government is going to stand on them, I am ent ae to 
introduce other statements and ask the committee if the effect of the plan, i 
fact, will be the converse of the statement given to the House of Comme 
respect of what it was trying to do. ae 


The CHAIRMAN (Mr. Cameron): You are entitled to come to your o mn 
conclusions but you are not permitted to ask the witness if he comes to the 
same conclusion as you do, if he does not want to make that sort of a state= 
ment. I think it is rather extreme to ask a witness to come into a direct 
conflict with a statement of policy made by a minister in respect of what t the 
purpose of the act is. You may very well do that, having listened to the 
evidence. You could say that you have come to the conclusion that the minister, 
when she said that, was not saying the right thing and that she should have 

said something else. But, there is a proper place and arena for doing these 
things. ee 

Mr. RHEAUME: Will the effect of the proposed legislation be the conve 
or the reverse of a plan that would allow in a fair, practical way, a? 
Canadians to retire in security and dignity? 


Mr. HotmMeEs: We have tried to describe to the committee some of om 
concerns about the effect of the legislation. That is really all I can say. f 


Mr. RHEAUME: I will rest with that. 
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- “The CHATHATAN (Mr. Cameron): Would you prodeed: Mr. onal 


ui) Mr. KNowLeEs: Mr. Chairman, I expect it would be a fair statement to say 
at at this point we are indulging in a certain amount of repetition, and the 
only defence I shall make to my remarks is that I shall try to keep them brief. 
But, I would like to join with those who have expressed themselves to the 
Canadian Life Insurance Officers Association for their brief and for the way 
1 which they have answered our questions. 
Before I get to the other side of it there is one other thing for which I 
ould like to thank the delegation—and I say this quite earnestly. I think they 
have done a good job in drawing attention to the gaps that will still remain 
our social security and social welfare system even if we bring into being 
jhe Canada pension plan along with the other legislation that is on our books 
both federally and provincially. 
The delegation has documented this quite well, and it has expressed very 
strongly concern for the people now over 70 who will not get anything out of 
the Canada pension plan and the people under 70 who likewise may not get 
anything out of it. I hope that whether or not we take the rest of the recom- 
mendations of this delegation as seriously as they would like us to, the com- 
mittee will pay attention to the emphasis that the delegation has placed on 
the gaps in our social security. I am sure that other delegations who will 
appear before us in the next week or two will underline this fact. Some of them 
may be special interest groups, but at any rate I hope they will underline the 
fact that there are many people in our society today who have unmet needs, 
gad they will still be unmet even after this legislation is passed, if indeed 
it is passed. 
¥ However, I must repeat—to come to the other side of my remarks—what 
a when I had the floor on previous occasions, I regret very much that this 
delegation has not, in my view, given us any help with respect to the problem 
£ doing something to provide adequate pensions for all our people. It is one 
ding to talk about social welfare, to talk about minimum pension schemes 
or benefits or allowances that help people in need—and I am proud of what 
we have done in Canada to move in this direction over the past few decades— . 
but I think the thing that is unique, the thing that marks this kind of legisla- 
tion as a turning point, is that we are trying to get into the field where, as a 
state, as a community, we accept the proposition that all our people are 
ntitled not just to a subsistence existence in their old age but to pensions 
& an adequate scale. I think the facts are clear, that people have not been 
able to do it by themselves, that private pension plans have not done the job. 
It has not even been possible for workers to get themselves sufficiently organ- 
ized to win it through collective bargaining; there are still a great many people 
for whom the only resources available in old age is what is provided by the 
state. 
4 You have said quite clearly that you do not think we should regard 
‘Ourselves in Canada as one great big insurance company. Well, I am not going 
to “suggest we adopt that phrase, but I think there is justification for that 
concept; that it is part of the business of society to see to it that there are 
itrangements open to all our people to ensure themselves a decent and adequate 
‘old age security system. Mr. Chairman, I submit that the delegation has not 
he ‘Iped us on this score. 
I hear little mutterings about my offerings to be brief. I will accept the 
mutterings and I will forget the rest of the notes I have here because they 
are only a repetition of what I have said in the past, both yesterday and today. 
be al Say again quite seriously that I am grateful to the delegation for what 
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If they do come back, I hope they will try to be helpful to us on that score as 4 
they have been on the other. aa 


Mr. Houtmes: Is this a question, Mr. Chairman? 


The CHAIRMAN (Mr. Cameron): I do not think it is. You can make a com-— 
ment on it. 


Mr. KNOWLES: Perhaps I can meet that by asking: does Mr. Holmes have — 
any comment to make about himself? ‘ee 


Mr. Hotmes: I do have a comment. We are stating to you that in your % 
approach to this problem you referred to you should have stressed the word — 
“all”, all our people. To take the approach which only looks towards a part of — 
the people will simply make our problem greater. I know that the total cost ty 
of providing something for all the people is more than the cost of organizing — 
something for a smaller group. We are considering a scheme where the com- 
munity undertakes something for part of itself. That is what is proposed. — 
It is obvious that generally the cost of doing something for half the people 
is half the cost of doing it for all the people. It is obvious that if we make 
grandiose promises 30 or 40 years from now it will not get into this year’s — 
budget at all. This leaves a problem for some unfortunate future parliament. Ms 


in the forefront. 


Mr. KNOWLES: May I ask a supplementary question? Does Mr. Holmes 
not believe that in the course of time a plan such as we have, a two stage a) 
plan for a flat rate on earnings benefits, will tend to cover most of the people? 
I am looking for example at your chart on page 15. If you admit that in 10 
years 334 per cent of all the people at that time who are aged 65 and over 
will eye been covered by the Canada pension plan, and that includes i 
people who are already over 70 and had no chance to get into it, is it not likely a 
that in 30 or 40 years this will be the kind of coverage that rill just about be k 


universal? ie 


Mr. Hotmes: The only answer is most, not all. When we look at the 


situation 10 years from now, which we think is much more important than — 
40 years from now, we just shudder at the small size of the fraction that — 
will be assisted or eroeds 


Mr. Brown: I think we should also recognize that even though the white — 
portion of the chart is reduced by 1986 or 1996 or 2006, or whatever date you — 
want to take, under the Canada So plan as proposed there are going to be ia 
many people who are getting “negligible assistance”. I say that advisedly ! 
because amongst the group who will be added will be the housewife who has 
withdrawn from the labour market on marriage at age 25 and has not returned, Bs 
and who is getting a very small pension, not something that we can consider : 
as adequate. It is a benefit, it is something under the plan, but, as Mr. 
Kilgour endeavoured to indicate, it is very much less than she would have- 
received had she used her own initiative and her own funds through a private 
source, even using her own contribution without regard to her employer’ Bee 
portion. . 

Mr. Munro: She gets the survivor’s benefit after her husband dies. 


The CHAIRMAN (Mr. Cameron): We have been all over this several times : 
before. 


Mr. KNOWLES: I have one more supplementary question, if I may be. 
pardoned for a moment longer. Granted that the Canada pension plan ma rh) 


not ever cover all people, but is it not a fact that it will cover a great man 
as something beyond old age security, whereas if we do not pass this plan, 
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if we go for the alternative proposed by the delegation, there will be a great 
section of the Canadian population which will never have for their pension 
‘purposes anything other than old age security? I refer to all those who are 
not in private plans, who are not in industrial plans. Is not your alternative 
still leaving all those people out in the cold? 


Mr. Hotmes: I do not think so; they are in old age security. As Canada 
becomes more prosperous, old age security will distribute its prosperity to the 
older people more effectively than any other means we can see. 


Mr. KNowLEs: I will now stop, Mr. Chairman. This is the difference be- 
tween us—I am not satisfied old age security is enough; I want the benefit 
of the insurance principle for all Canadian people. 


Hon. Mr. McCuTcHEON: Have you figured out what the farmer will get, 
the adequacy of the pension he gets as compared to what his widow would 
get? 

Mr. KNOWLES: I was discussing it with farmers a couple of weeks ago and 
they want it. 


Mr. CasHIn: I had some questions to ask this morning but I think we have 
covered the field since. 


Mr. Berry: Might I make one comment on this? I think really down at the 
heart of the problem we are discussing is the choice between whether it is bet- 
ter to do something of this order, with its faults and gaps, on the theory that 
sometime in the future the picture will improve, or whether it is better to do 
something about the problem which is right under our noses today. If you go 
ahead with this, what are you going to do about all the people who are not 
helped by this? Are you going to wait for 40 years and leave them without 
further help? This is the choice you must make, because this is the heart of it: 
the principle that you can do something for everybody and catch all, or you 
can do something for part of the population and catch some and do most for 
those who have a better chance to do it for themselves. 


Mr. CASHIN: Mr. Chairman, you asked me if I have a question. The hon. 
gentleman and myself have been having a few questions back and forth. I 
would like to say that I would hope in a civilized society we can do both; the 

problem of the low income group is not the adequacy of their pension only, 
' but the fact that they have to live a lifetime at $1,200 a year. That is the prob- 
lem I hope we can do something about, and I am glad to hear these gentle- 
-men are interested in this problem. 

The CHAIRMAN (Mr. Cameron): Mr. Lloyd is next, then Mr. Aiken, Mr. 
Gray, Senator McCutcheon, Senator Croll, Mr. Macaluso and Mr. Chatterton. 


: Mr. Osborne points out that a question Mr. Cashin asked this morning was 


‘not answered. 

oe Mr. CASHIN: I did have a question. 

Mr. Hotmes: I believe there were six points to it. 
Mr. CASHIN: Yes. 


The CHAIRMAN (Mr. Cameron): Perhaps we might have this information 
put in writing to be passed on to all members. 


Mr. KNow.Les: Make it an order for return. 


The CHAIRMAN (Mr. Cameron): It now is 25 minutes after three and we 
are trying to finish by four o’clock. 


Mr. Luoyp: Mr. Chairman, before lunch I referred to my desire to have 
more information on the field occupied by private pension plans. Subsequently, 
and since we have reconvened, Mr. Knowles has summed up a conclusion that 
there still is a large number of employed people who would like to have the 


- pension plans that service companies or establishments with at least 15, en n- 
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opportunity to ls ae to a pension laa on a take resend phe and» w] 10 
at the present time, do not have that opportunity. : Ae 
I wonder whether Mr. Holmes could supply from his association any k 1 
of statistics which indicate the extent of your coverage in the field? a é 
Mr. LINNELL: The Department of Labour in its recent survey of workin 
conditions in industry, for 1963, published a great deal of information sou 


ployees, excluding forestry and government. 
Mr. Luoyp: I understand that you are knowledgeable about these labo ir 
department statistics? oe 
Mr. LINNELL: I have read that publication. a 
Mr. Lioyp: May I ask you whether you have seen the J anuary 9 issue of 
the Financial Post which has a summation of pension plan patterns in Ontarigg 
Mr. LINNELL: No. a 
Mr. LLtoyp: Have you seen it, Mr. Holmes? ] 
Mr. Hotmes: I have not had an opportunity to study it. 
Mr. Luoyp: This is on page 13 of the January 9 issue of the Financial Post 
it is a Canadian pension conference report which is published in the Financi 
Post. In that report they refer to a survey by Ontario of its private pens 
plans and they draw certain conclusions. In a graph they show on this page 
that 49 per cent of the employed people in Ontario—males—are members of a 
pension plan, but this leaves 51 per cent who are not members of a pension 
plan. Do you have any quarrel with these statistics at all; is this correct? These 
are employed people; they are not farmers or self- employed people; they a 
not people who look for old age assistance. These are employed people. = 
Mr. Hommes: I really feel that a question on this should be directed to 
the organization which obtained the statistics. There is another 17 per cent 
in firms who have a pension plan, but are not participating in the plan. 
Mr. Luoyp: That is part of the 51 per cent. , 
Mr. Hotmes: There are various reasons for this. I did point out to the 
commitee yesterday that a large proportion of the labour force is in the 
young ages. We feel that the critical question at any time in this area ; is 
what proportion of the employed people, shall we say in the ages 45 to 65. 
or in the ages 35 to 65, if the committee wishes, are looking forward to ‘ 
pension and a pension plan? We think this should be driven as close to 
per cent as is possible. 
Mr. Luoyp: Despite the vigorous and I should say the laudable efforts ot 
insurance companies and others who are engaged in offering pension pla ns, 
they have been unable to convince a very large number of employers. 4 
Mr. Hotmes: Had this diagram been made up 20 years ago or 30 years 
ago, it would have had a very small segment of plans. Canadian industry — ne S 
been adopting pension plans rapidly during the last 20 years. is 
Mr. Tuck: May I add one point; this is not a contradiction to the figures. 
Of course, there are individual arrangements for retirement on the part 0! 
people who are not in plans; there is private provision for retirement in quite 
substantial numbers. It is very difficult to obtain any over-all figure, becat 1st 
there is duplication. > a 


ad ‘ 
yee 
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Mr. Luoyp: It is an inescapable and irrefutable fact that a very substantié 
number of employed Canadians are not members in a wage related pe 
plan in Canada, and despite all the references to the matter of old 
assistance it is a fact that what we are dealing with is some measure to 
care of that great gap; that really is what we are doing, is it not; you do no 


“2 
i 


~ 


“is Solus AAU TE al a a ta 
” +e i, ~ fa i ae i bg ae << + M ' B | \ 


4 bia! 


CANADA PENSION PLAN 823 


iarrel. about ta effort to do something about that, do you, to fill the gap? 


i. 


I ake it it is obvious you do not quarrel with it at all. 


number of people still not in pension plans. 
Mr. Hotmes: And that some effort should be made by somebody or by 
some body in Canada to fill the gap. 


p Mr. LLoyp: There certainly is a need to be met. Now, the National Trust 
Company made a study of Canadian pension plans and in its second edition 
m page 40 it refers to pension benefit levels. Are any members of your 
organization familiar with these three tables of benefit levels? 


Mr. Tuck: I remember seeing it when it came out. 


Mr. Luoyp: They break it down into three divisions; benefits based on | 
final average earnings, those based on current average earnings, and those 
who use the uniform benefit plans. As I look at all three of these I find this 
‘is the kind of information which suggests to me there is inadequacy in the 
benefit in pension plans, which has been referred to by Mr. Knowles. For 
example, under the final average plans studied, there were 35 plans. In respect 
of the percentage each year, at the top was 2 per cent and of the 20 firms, 
only eight used that rate of calculating the benefit. Down at the bottom you 
find six firms who had one per cent; you find 20 firms whose multiplier, if 
you like, ranges from 1.5 down to one. Now, you have been making many 
erences to federal government plans, and even plans to which the gentlemen 
here belong, indicating the relatively high or adequate pensions which you 
‘receive; but do these statistics which I am quoting suggest there are many 
plans where the benefits really are inadequate or inequitable? It is not your 
fault, mark you; this is the result of having to tell employers in respect of 
what they should do. 

¥ Hon. Mr. McCutcHEOoN: The worst plan you cited would still have a 
better benefit than the Canada pension plan. 


Mr. Luoyp: If Senator McCutcheon wishes to become a witness I could 
question him, and I would welcome the opportunity to do so. I know he is 
well forhied: but I would like him to be in a position when he is com- 
oly objective about his statements and not political. 


Mr. Tuck: A one per cent plan does not have the liberality of a two 
per cent plan, but it does produce after 45 years of service a pension of some 
‘size, and these plans are being approved all the time. I venture to say that 
, Some plans in that study have been improved since that time. 


a 


Mr. LINNELL: There are many plans with different employers where the 
benefit is a percentage paid through the employer’s contribution, and fre- 
‘quently in that type of plan the employee may contribute additional amounts 
voluntarity. Frequently the one per cent benefit is produced entirely through 
the employer’s contribution. 


t ie Mr. Luoyp: In each of these different formulae for dtermining pension 
benefits you find the same ratio of plan at approximately the mid point. You 
fin the bulk of them in the lower range of benefit calculations. This suggests 
| to me that we have to be extremely cautious about judging the adequacy 
A of pension plans and not be merely taking the obviously good ones. Do you 
1 your association, Mr. Holmes, have any statistical information which would 
now by earnings brackets the kind of pensions available to employed Cana- 
dians? Have you put together any statistics of that kind at all? 
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committee would organize an exact examination of this whole question. We 
feel that this is the place where a study of that kind might be made. 


Mr. Luoyp: I shall conclude with the observation that any judgment of 
the Canada pension plan will really not be a good judgment until the kind 
of information I asked for is made available to us. Is that correct? Your 
criticism of the Canada pension plan should be supported really with | 
statement of what you are accomplishing in this field, and you have not given 
it to this committee. | 


Mr. Hotmes: What we have called your attention to are more general 
statistics. They are statictics of the income position of older Canadians at the 
present time. We have tried to point out to you that the community of Canada 
looking at the factual situation of the present older citizens should be adopting 
a certain course. This is a much more general type of information and in- — 
quiry than the dominion bureau of statistics have obtained for pension plans. — 
The ways in which Canadians within their own bailiwick prepare themselves — 
for their old age takes a great variety of forms. These would be all looked® 
at together in these studies of the income of older Canadians. 


a : 


Mr. Luoyp: I have one final question. A lot depends on the voluntary — 
effort of employers to provide pension wage related plans in Canada. Is this 
not so? I say that a lot depends on the willingness of employers to provide 
wage related plans. Of course you have to sell them on the idea. # 


Mr. HotmMeEs: Yes, there has been some, and we welcome effort by the | 
government in the way of encouraging them to do this. es 
Mr. Luoyp: Thank you. a 
Mr. Tuck: I think however a survey of what people are getting through — 
private pension plans is desirable but perhaps even more necessary is a 
survey in depth of needs, and we suggest to the committee that this survey 
of needs should precede a decision whether or not to go ahead. ® . 


Mr. Luioyp: I am surprised that you people have not done this before, i 
yourselves. ap 


Mr. AIKEN: My question relates to indexing as it concerns the orobleli 
of inflation. Perhaps Mr. Popkin would be the person to answer this, although 
I shall leave it open, because it arises from a statement he made yesterday. 

When the subject was raised Mr. Popkin said that the mere objective of — 
indexing was to have a mental or psychological effect on the public. The 
public felt that if the one section is protected against inflation, everyone else 
feels that he should also be protected. I would like to ask a more specific 
question: Is there any relation between purchasing power and old age pen- © 
sions and the proposed Canada pension plan and inflation? In other word HH 
how much of consumer spending would the Canada pension plan benefit 
represent? Would it have an impact on consumer spending in the immediate 
future or in the distant future? ee 


Mr. PoPpKIN: We accept some implications in the economic report of the 
Department of Finance which has come out and said that the impact of the 
Canada pension plan is inflationary, and they have put some figures on it. 
Certainly as the plan matures it tends to have an inflationary impact in the 
sense that it adds more spending power or reduces the level of savings; this 
has an inflationary impact. I would like also to say that the economic report rt 
sets up three or four models of the effect of the plan depending on the 
extent to which contributions were shifted. Under condition three there was 
complete forward shifting. That is where the employee is able to shift tl 
cost of the contribution to the employer either through increased wages oF 
by the employer taking on the burden of his contribution, and where he 
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employer is able to shift his burden to the community at large through in- 
creased prices. 

In the economic report this is regarded as possibly an extreme condition. 
The economic council of Canada’s first report says that “strong demand condi- 
tions favourable to high employment and sHstained economic growth may also 
encourage the rapid or persistent increase in prices.” 

If we accept the judgment of the economic council so that even without the plan 
‘there will be strong upward pressure, can we quote the statement of the Depart- 
ment of Finance that the plan will be inflationary and that there will be increased 

prices? I think we are entitled to say that condition three in the Department of 

Finance economic report where there will be more or less complete forward 
‘shifting of the burden to the employer would be a typical case rather than an 
extreme case. 

A footnote of that model in the report says that “the substantial effects 
which follow the increase in prices and not dealt with in this simplified model.” 
I would like to suggest that this committee should get the details of what the 
substantial effects would be, and that they might ask the Department of Finance 
or somebody else to fill them in on the price effects of the Canada pension plan 
under the economic conditions postulated by the economic council of Canada. 


Mr. AIKEN: May I ask one further question: would it be fair to say that the 
indexing, that is the automatic increasing of the contributions of the pension, will 
in effect have the same effect on the cost? 


Mr. Popkin: We think indexing is the factor which does increase the infla- 
tionary impact of the Canada pension plan. 


Mr. AIKEN: In a financial way and not just in a mental way? 

Mr. PoPpKIN: Yes, in a financial way. 

Mr. Munro: May I ask one further supplementary question? 

The CHaIRMAN (Mr. Cameron): If you promise it will be a quick one. 
Mr. Munro: Very well, I shall forget it. 


The CHAIRMAN (Mr. Cameron): We have 15 minutes, Mr. Gray, and we have 
six people still to go. 

| Mr. Gray: In order to supplement the answers which are going to be put 
in through Mr. Cashin, am I right in suggesting that we have in chart 1 the gross 
national product to which reference was made, and that it was the 1964 gross 
national product, and that the United States social security benefits to which 
| reference was made would be those in effect in 1966, and that the Canada pen- 
gion plan benefit to which reference was made would be those in effect in 1976? 


Mr. Dirmocxk: Shall we include these with the return? 
| The CHAIRMAN (Mr. Cameron): You may deal with this one. 


Mr. Gray: Would you agree with what I said? 


Mr. Dimock: The gross national product per capita that we took is for the 
first half of 1964 projected of course for the whole year. 


Mr. Gray: Yes. 
Mr. Drmock: For both countries. 
Mr. Gray: Yes. 


| 
f 
| 


Mr. Dimock: The maturing benefits to which reference was made in para- 
| graph 18 are those which would be in effect in Canada in 1976. 


| 
Mr. Gray: What about the United States benefits? 
| 


Mr. Dimock: The United States benefits relate to the benefits which would 
| come into effect next spring, and if the congress sees fit to move in the way it 
| Was tending last summer, these would provide a benefit of as much as $215.10 

for a couple. I think that is what it was. 
«217384 
4 
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Mr. HotmMes: Would you deal with the question of price increases? eg 

Mr. Drmock: The U.S. benefit is based the recipient’s wage history S ince 
1950 excluding the dropout of five years. In other words, while the men scale 
would come into effect in 1965 the $215 maximum could not be qualified fo 
the United States for some years beyond 1976. There are several other assump- 
tions to this chart. This gets back to the area of Mr. Cashin’s questions. These re 
dealt with in the footnote to the chart. It assumes no adjustment in the Canadian 


mn " 


benefits for price increases in the U.S. or Canadian benefits for changes in th e 
benefit formulas. . 
Mr. Gray: Why did you not use a projected 1976 gross national product? 
Mr. Duwock: I have them right here. a 
Mr. Gray: Why did you not use them in the chart? ie 

Mr. Drovwock: The United States projections were not available to me at 
the time this submission was put in, which was several weeks ago. I do have 
them now and I can read them to you if you would like me to do so. . 

Mr. Gray: Put them on the record. 

Mr. Drwock: You would find the picture changed in no significant respect 
and, in fact, the comparison is perhaps more favourable to Canada projected 
through to i976. “h 

The CHAIRMAN (Mr. Cameron): Will you send that information to me? 

Mr. Drwock: Yes. I have the list of questions asked by Mr. Cashin this 
morning. 

The CHAIRMAN (Mr. Cameron): Is that satisfactory, Mr. Gray? ‘" 

Mr. Gray: Yes. a 

Can the delegation explain to me why they are so opposed to having SOV: 
ernment provide earnings related pensions when the pension plans that they y 
offer are based on the earnings related approach? Why is it right for you and 
wrong for government? “f 

Mr. Berry: I thought we had dealt with this, but I will try again. ‘a 

In a private plan the benefits for each individual are directly related to his 
contribution, and the fact that they are related to his compensation is a cou 
reflection of the contribution which he makes. This relationship is not so in 
a scheme of social insurance. by 

You use the word “contribution” in a social insurance scheme, but it i 
quite a different kind of contribution from that in an individual scheme with a 
closed group. MW 

In the second place, the contribution of the individual does not pay for his 
benefits in a social insurance scheme. In fact, under a plan of this sort e 
would be little or no relation between the contribution and the benefit, and 
the extreme case—as I said yesterday—is the man at age 55 who puts in s94 0 
and takes out $1,250 a year. a 

Finally, because they do not bear this relationship, you are getting the mone 
from somebody else, and in the government plan the amount of other people’ 
money given to an individual is increased as his earnings increase. I think all 
these characteristics do not make very much sense for a government. ia 

Mr. Gray: Is it correct that in the Canada pension plan as proposed the 
fellow who makes the higher contribution gets the higher pension? , 

Mr. Berry: Yes, but he does not pay for all of it. This is the great differen nce 
I do not speak English very well— ae 

Mr. GRAy: You speak it very well; I understand you all too well. I yol 


would like to speak French I would be happy to accept your remarks in 
language. " 
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| Mr. BERRY: If you do not pay all the cost, someone else pays for it. I do not 
how you justify taking more of other people’s money as the salary goes up. 
hat is the basic principle we have been trying to explain. 


_ Mr. Gray: Does this not also happen in private plans? Do not the dolerite | 
three things also happen in private plans: When a plan is put into effect at the 
me when there are many people close to retirement and there has been a 
ontribution by both the employer and the employee, the employer often provides | 
paid up benefits to which the employee will have made no contribution? 
Mr. BERRY: Yes. 


i : Mr. GrAy: So he gets a bonus with respect to the years of credit for which 
he makes no contribution. 


a Mr. Berry: Yes, which his employer has decided he has earned. 


_ Mr. Gray: Is it any different if you make the nation analogous to the 
employer and say that the nation, having been provided by a citizen with years 
of service— 

Mr. Berry: I do not think that is an analogy that holds water. 

Mr. Gray: That is your opinion. 

ae «Mr. Berry:. That is right. 


_ Mr. Hotmes: I think this illustrates the principle. All you can ask in the 
Canada pension plan is this question: Is he aged 55? How much income is he 
receiving? 
Let us suppose an executive has just moved over from the United States 
and has a good deal of past service in the United States and has credit for it in 
company plans and in social security. With the approach you have you cannot 
1easure his past service. You just give him the additional benefit because here 
he i is in 1966 earning more than $5,000 in Canada. 

On the other hand, you have another person who is 65 and he may have 
been earning $10,000 or $15,000 for 50 years or he may have been earning 
$3, 000 for 50 years. From Canada’s point of view he has had a lot of past service, 
but you have no way in the Canada pension plan of assessing it; you do not 
give him anything. 


io Mr. Gray: But not all the people covered are going to be executives who 
have moved from the United States. 


Ae Mr. Hotmes: No, but I was just illustrating a principle. 


ae The CHAIRMAN (Mr. Cameron): It is five minutes to four and I still have 
five people on my list. Have you finished completely, Mr. Gray? 


ey Mr. Gray: I do not accept the assumption of the delegation before us that 
we do not intend also, as appropriate, to assist the other groups to whom they 


The CHarrman (Mr. Cameron): Senator McCutcheon? 
~ Hon. Mr. McCutcuHeon: I have no questions. 

| The Cuarrman (Mr. Cameron): Senator Croll. 

x Hon. Mr. Crouu: I pass. 

- The CHarrman (Mr. Cameron): Mr. Macaluso. 


-_ Mr. Macauuso: I have oné short question to put to Mr. Holmes. 

i, Will you look at chart I again which appears on page 7 of your brief and 
wh lich deals with married couples. At the bottom it is assumed in the case of 
che Canadian couple that both take old age security at the same age. In the case 
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It is my opinion that right now this picture is distorted with regard to 
married couples because you are taking Canadian couples at the same age. I am 
putting it to you that this is based on averages where it shows the average bi 
as 24 years younger than her husband in the United States and therefore in 
your Canadian figures, where you take husband and wife at the same age, you 
are increasing the benefits payable and thus increasing the benefits generally 
across the board. I am putting it to you that your chart here distorts the picture 
of benefits in Canada being higher. 


Mr. Hotmes: I will ask Mr. Dimock to answer that. 


Mr. Dimock: This question was not asked by Mr. Cashin but it is on his 
list, Mr. Macaluso. 3 


Mr. Macauuso: If Mr. Dimock can answer my question when he is answer- 
ing Mr. Cashin’s, that is fine. a 

Mr. CHATTERTON: I have a brief comment to make. Bs) 

May I ask Mr. Holmes whether the government asked his association for a 
brief before this plan was prepared. 


Mr. Tuck: May I mention the history of our comments to the government 
on this subject matter? m3 

Our comments on social security were first made in a parliamentary com- 
mittee in 1950, and you are aware of that. I think we were silent until around 
1957 because there was no occasion for us to make any comment. At that time 
there was some talk by the then government and we made comments informally ya 
and by letter. In 1958 a commission was appointed—Dr. Clark’s commission— 
and at that time we prepared an elaborate submission. Within about a year — 
after that we prepared a little booklet of questions and answers on earnings © 
related pensions versus flat pensions and we distributed it rather widely, and 
I am sure members of the government and many members of parliament became 
aware of our views at that time. I remember that in early 1963 we did make — 
our views known in correspondence and in discussions with quite a few mem- 
bers of parliament of different parties. And, as soon as the new government was 
formed in early May, 1963, we sought out the Minister of National Health and 
Welfare, who gave us a good part of a half a day, at which time we elaborated 
our views in some detail. She asked us to prepare a submission, and we said we 
would. In the meantime, because we knew the submission would take some time, 
we did confirm what we had said in a letter to the minister, and then we pre- 
pared and distributed rather widely to members of parliament the submissiqgl 
of July, 1963 that Mr. Munro referred to. Now, I Know I have taken a little 
time to explain this. Have I missed your question? ) 


Mr. CHATTERTON: No. Carry on. . 
Mr. Tuck: You are wondering if we are coming with a new idea. 
Mr. CHATTERTON: No. 

Mr. Tuck: That brings us up to the summer of 1963. 


me, 


i, 


£ 


Mr. CHATTERTON: The last submission you made was on the number one 
plan, the April plan. ‘ 


Mr. Tuck: Yes, this was a submission before the minister’s speech of 
July 18, 1963. It was based on newspaper accounts of proposals by the Liberé 
Eeemimmant. I believe a pamphlet was also issued and, of course, our aba 
sion stated the principles that we adhere to regarding this type of social security. y. 


Mr. CHATTERTON: May I ask if it is true that the first time it was proposed 
you never saw the details of it or a bill but that there was some general discus: 
sion of it, and then the second plan, Bill No. C-75 was proposed and, of cou 
you know there is a major difference between Bill No. C-136 and the other plag 


Mr. Tuck: Oh yes, there are some very important changes. 


CANADA PENSION PLAN 829 


Mr. CHATTERTON: But, you were not invited to present a brief on a pro- 
posal such as this. 

Mr. Tuck: Do you mean before it was proposed? 

? Mr. CHATTERTON: Yes. 


. Mr. Tuck: We were not specifically invited to, no, but the government did 
know our views from our submission of July, 1963. 


Mr. CHATTERTON: I think it is very important that this type of submission 
was not considered before the bill was drafted and before the commitment was 
made to the provinces that this would be the plan. 


The CHAIRMAN (Mr. Cameron): Have you a question, Mr. Basford. 


Mr. BasrorpD: I would like to know what contribution the Canadian Life 
Insurance Officers Association is making to the Canadian welfare study in 
respect of poverty. 


Mr. Tuck: I do not remember the Association being asked to contribute to 
that. There is a study or a conference on aging which the Canadian welfare 
council has organized, and they have asked us for help in that connection. 


Mr. BasrorpD: For your information, the Canadian welfare council is under- 


taking a very intensive study of poverty in Canada, covering the cost, effects, 
locations and so on. 


Hon. Mr. McCutTcHEon: Provided they can raise a substantial sum of 
money. 


Mr. BAsrorpb: In view of your brief, I thought perhaps you had made some 
contribution. 


Mr. Tuck: They have not asked us but perhaps they will. 


The CHAIRMAN (Mr. Cameron): Thank you very much, Mr. Tuck. I think 
that concludes our deliberations as far as this delegation is concerned. But, if 
anyone has a question of major importance which they would like to put at 

this time I would ask that you do so now. Although I do not think that there 

-are any further questions I just wanted to make that clear so no one would go 

| away and say that they had an unanswered question. 

I would like to take this opportunity of thanking Mr. Sharpe and Mr. 

| Holmes, together with the other members of the Life Insurance Officers Associa- 
tion for their attendance here. I am sorry, did you wish to make a statement? 


Mr. HotmeEs: I am sorry, Mr. Chairman. I realize you would like to be 
through with us at 4 o’clock. But, it is the desire of your committee that our 
| recommendations should be our final statement. However, we are in your hands. 
| You may wish to relegate them to an appendix, but I will read them now, if it 
is your wish that I do so. 


Mr. KNow.es: Are you referring to page 26 and so on? 
Hon. Mr. Croutu: We could put them in the record. 
Mr. HoLtMEs: Yes. 


| Mr. KNow.es: Mr. Chairman, this is an important part of their brief and 
| even though we did put it in as an appendix yesterday I think we should put it 
in the brief today as if it had been read. 


The CHAIRMAN (Mr. Cameron): We will take it as read and it will form 
part of the minutes of today’s proceedings. The recommendations read: 


| 


VII. RECOMMENDATIONS 


62. The following are the association’s suggestions for amendment of the 
old age security program. The amended program would, in the association’s view, 
serve Canada better than the proposed Canada pension plan. 

a 
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63. The saniinentennent age and the ie of the old ae ee Be : efit 
can, and should, be adjusted as the needs of the aged require and as the 
sources of Canada permit. The proposal in Bill C-136 to lower the commer 
ment age to 65 is welcomed by the association. However, a higher minim 
than $51 a month can be justified for persons who have retired from emp 
ment. One way to assist in meeting the needs that exist would be to provide 
the following benefits, subject in each case to a retirement test before age 70: 


(a) $75 a month benefit at age 65 to all single persons; : 4 

(b) $75 a month at age 65 to a husband whose wife is under 60; and © 

(c) $125 a month jointly to a husband and wife if the husband is age 6 65 

or over and the wife is age 60 or over, subject to a reduction to $75 

on the death of either spouse; the $195 to increase to $150 when the 

wife reaches age 70. 

64. The importance of these proposals can be seen by applying them to 

the case of a married man approaching retirement at age 65 whose wife is age 
63. This couple would receive the following old age security benefits under tI 1 
present program, the option in Bill C-1386 and the association’s proposals i in 
paragraph 63: 


ee 
‘ 
it 
®) 


Monthly Old Age Security Benefits 


Option in Bill C-136 Association 
Age Taken at 70 Taken at 65 Proposal 
65 0 $ 51 $125 
66 0 51 125 
67 0 102 125 
68 0 102 125 
69 0 102 ; 125 
70 $ 75 102 125 
ia 75 102 125 
72 (and 150 102 150 


subsequent years) 


65. Under the association’s proposal the financial adjustment for this 
couple at the husband’s retirement would be much easier than under either 


the present basis or the new option. nM 
66. For a single person retiring at age 65 the comparison would — be 
as follows: ee 
Monthly Old Age Security Benefits : | 
Option in Bill C-136 Association | 
Age Taken at 70 Taken at 65 Proposal a 
65 0 $ 51 ould i, 
66 0 51 75 
67 0 D2 vhs) 
68 0 51 va 
69 0 51 vis 
70 SiS 61 75 
71 Oo 51 75 
TA Cards 2°75 Del Yi) 


subsequent years) 


67. These changes in old age security benefits would cost, the Associat ior 
estimates, an additional $300 million a year for Canada as a whole. This c 
be met by an adjustment in the present 4-3-3 tax formula or by a payroll levy 
If financed by such a levy the rate would be considerably less than the 3.6 
per cent rate in Bill C-136; it would probably be under 2 per cent. 
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' 68. There is another type of adjustment the association has considered 
mI it has not explored fully. It would involve stepping up the flat benefit by 
attained age, e.g., raising the $75 at age 70 to $80 at age 75, $85 at age 80, 
$90 at age 85 and so on. In the case of a great many older Canadians it is 
apparent that not only do their resources decline with increasing age but 
their living expenses rise. The decline in resources often results from the 
necessity to consume capital to augment income. The increase in expenses 
frequently results from illness or special care. 


; 69. Some information indicating that income decline with age has recently 
been developed by the dominion bureau of statistics. More information is 


_ (see appendix 2). The association recommends that this be obtained because 
q if it supports the views herein expressed an important improvement could be 

made in old age security at a relatively modest cost. For instance, the current 
- cost of the adjustment described in paragraph 68 would be less than $60 
million a year. 


ie 70. For some time the association has advocated the provision of universal 

basic benefits both to widows and to the permanently disabled with dependent 
Betildren. It believes that the provision of these through the proposed Canada 
a pension plan is subject to the same critcisms as have been made of the retire- 
ment benefits in that plan. Tying benefits for widows and the disabled to an 
_ earnings record would fail to meet the principal needs that exist. 


+ 71. The proposal the association has made is that larger family allowance 
_ benefits be paid for children in families where the father has died and the 
~ mother has not remarried or where the father is totally and permanently 
disabled. The present family allowance benefits of $6 for children under 10 
nd $8 for those age 10 to 15 could be increased on the death of the father to, 

* say, $30 and $40 at an approvimate annual cost of $35 million. The same 
_ increase in benefits for the children of totally and permanently disabled fathers 

would cost from one-third to one-half this amount. The youth allowances 
introduced in July, 1964, could be handled in the same way for a modest addi- 
tional annual cost. 


I Mr. Hotmes: There are only two other things I would like to say. I would 
like to thank the committee for their courtesy in receiving us and for the 
_ frankness of the questions. I think the whole delegation would agree with 
_me—and we would like to say this to all of you; it has no reference to history 
or anything else—that we do find, I think, it much easier to present our views 
in a situation like this, namely to a committee representing all parties. We 
_ hope that in this area, which is a most important one, that there will be 
some continuing study of this sort, to which we could make comments. We 
do not necessarily expect that the committee always will agree with everything 
| we say but in the intervals when there is no such a committee you realize that 
our only alternative in most cases is to talk to the government of the day. 
a The only other thing I would like to say to you is this. If you wish us 
back at a later time we are quite prepared to come. Thank you for giving us 
i opportunity to express ourselves. 


Mr. Munro: Mr. Chairman, I know you are going to make some remarks 
Bat I would like to move a vote of thanks at this time to the Canadian Life 
_ Insurance Officers Association for their graciousness in staying with us for two 


of our approval. 
; hed MONTEITH: I second the motion. 
The CHAIRMAN (Mr. ne geet You have all heard the motion; would 


still needed, however, to determine the best pattern for an age adjustment | 


days in order to answer our questions. I would just like to give this indication | 
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The CHaiRMAN (Mr. Cameron): Mr. Sharpe, Mr. Holmes and all the 
members of the Canadian Life Insurance Officers Association, I am sure it give Ss 
me a great deal of pleasure to pass on to you this motion of thanks. We do 
appreciate your attendance here and I know we will benefit a great deal from 
the opinions and the facts you have laid before us. _ 

Mr. SHARPE: Thank you, sir. I will be delighted to pass on your expression of 
appreciation. 

The CHAIRMAN (Mr. Cameron): Ladies and gentlemen, Mr. Watson has 
now arrived at the head table. a 

Mr. Watson is a fellow of the society of actuaries. He has prepared a brief 
and you all have received a copy of it. : 

May I say to you, Mr. Watson, if it meets with your approval, we woulda 
like you to give a summary of the brief, as complete as you think it should be, — 
your recommendation in regard to the Canada pension plan, and then we ~ 
would appreciate it if you would make yourself available for questioning by py 
members of the committee. 7 


Mr. G. M. Watson (Fellow, The Society of Actuaries, 27 Bayview Woodji it 
Toronto, Ontario): Thank you, Mr. Chairman. Ladies and ‘gentlemen, I appear — 
before you as an individual. I have been listening to this delegation to which q 
you have been listening to. I am a simple citizen; I am a constituent with 
some knowledge in this field. ¥ 


Mr. BAsrorD: Mr. Chairman, if I may interrupt, I think the witness should _ 
be asked to sit down, unless he prefers to stand. 


Mr. Watson: I have prepared a short brief and I will try not to be too 2 
tiresome about it. I hope you have read it because it makes a few points. In © 
particular, it takes a slightly different point of view from the previous delega- — 
tion principally because, as I make the point on the first page, that after the act — 
has had two readings in parliament and was unanimous I am not going to come ~ 
here before you and explain why that is incorrect. I have to start with a premise — 
that this is obviously a very fine measure, and then try to determine how it 
can be rationalized in the framework that we have in Canada. q 

Now, the first point I wish to make is that in my opinion this plan is not 
a plan to provide welfare for the aged; it is rather a pension plan. And, i 
have used that phrase, ‘‘a pension plan’. I make the point that evden . 
members of parliament feel that everyone in Canada should be covered by a ~ 
pension plan if he is able to make a contribution. 

Now, I go on to say if that is the case it would seem to me that vensiflll 
plan should be self-supporting, and I deplore the fact that the rate of contribu- 
tion that is specified in the act will not provide a plan which is self-supporting. 
In fact, from 1985 and on it will require a higher rate of contribution if we 
are to rely on the estimates of the chief actuary. 1 

It seems to me it would be much better indeed if we could determine 
now a scale of contributions that would bring out the fact that 1.8 per cent 
is not in itself sufficient to support the benefits for an unlimited period of time. — 
That is the first point, that I would like to see a plan, if this is the action that 
will be taken, that will stand on its own feet, considering the present population 
as a group. I developed this point in some detail. 

I now come to the second point which I wish to make. If you will pardon 
me, I brought some pictures with me simply because I thought they might 
Hiaraie a little bit what I want to say on this point. I am making the point 
that the Canada pension plan, as the previous delegation has stated, does not 
adequately classify itself as a welfare plan in the sense that it looks after 
the needs of the people. I drew an analogy here. If you wanted to extend the 
parliament buildings so as to introduce additional quarters you would perhaps 
call in an architect. I have drawn here a picture of the parliament buildings 


ad 
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to illustrate the analogy to old age securty. This is a sort of flat benefit, 
Bad it is very well designed. It is something of which we have been rather 
roud in the community of nations, and it is attractive. As time goes by we 
vill want to add to it; we will want to supplement it. We want an earnings 
related plan which is modern and has additional benefits. I thought of the 
expression of the earnings related towers which have little balconies at the 
‘side which represent the dependant’s benefits. It also has other features, for 
example, you notice it only has two legs because it is not self-supporting. 
Undoubtedly it has within it escalators instead of elevators, but that is not 
shown in this diagram. Gentlemen, though there is some dismay in certain 
quarters at that kind of program, it is a perfectly valid program by itself, 
there is nothing wrong with it. If it had two more legs, in 20 years’ time it 
would fall over like the leaning tower of Pisa. However, if it had one more 
leg, it would stand up. If you integrate it with your present architectural 
scene in Ottawa, you get what I might call a monstrous result. It is this 
monstrous result that has caused much of the evidence that you have been 
listening to the last two days. 

All I wish to say to you is that it is undoubtedly satisfactory to have 
such plans, but please do not pretend they are integrated, because they are 
not, and please make the Canada pension plan self-supporting. 

_ I only have two more points to make: One is that in 1908 we did exactly 
that. You wished everyone to have pensions so you organized the government 
annuities branch, and that was on a voluntary basis. It happens that in Great 
Britain a similar voluntary plan was instituted and as the years went by 
it became evident that a voluntary plan was not sufficient. And so, at this 
date, you wish to introduce a compulsory plan. I am merely suggesting that 
if you wished to tidy up the scene as you proceeded along, you should have 
eliminated the government annuities branch because it no longer covers the 
purpose for which it was conceived in the early days, and the Canada pension 
plan will take over. 

My last point has to do with the economic report. I am not an economist; 
I cannot claim any skill in that particular field, but I feel that it tends to 
underestimate what I regard as the most serious implication of the Canada 
‘pension plan, taking into account all the things we have said, to make it 
self-supporting and consider it for what it is. It is not a welfare plan, it is 
simply a compulsory statewide pension plan. If that is the case, I think the 
great danger is that we will see a diversion of considerable sums from the 
‘private investment sector to the public sector. It is that fact which worries 
‘me as an individual very deeply. That is the reason I am here today, because 
I am most concerned with that diversion and what it will mean to the eco- 
‘Nomic life of this country. 

If you read the economic report you will see, at page 413 of your evid- 
‘ence, a statement which I myself cannot understand. It is possible that Mr. 
Bryce—if Mr. Bryce wrote the report—can defend it, but he seems to mini- 
‘mize the possible diversion of the contributions from the private plans to the 
/Canada pension plan. I personally think that the diversion will be very much 
| bigger than he shows it. In those circumstances I am urging this committee to 
take a harder look at the economic report for the two reasons I give in my 
ibrief. I believe it has tended to minimize the diversion. I would be very 
Interested to see what an outside economist would say, someone who is not 
in the government and who does not feel a loyalty to try to minimize and 
‘defend the actions of the government, because I am afraid this very serious 
ieee" is minimized by some of the figures and some of the language used. 

1 I can talk a lot longer but I think we have heard a lot of talk this after- 
noon, and 17 minutes is not too bad. 
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old age security plan is a welfare plan designed to meet the subsistence needs 


J am) trying to justify it, to find a rationale. I feel that if a body which 


J think we ought to be men enough to stand on our own feet and pay for ° 


in Toronto explain that the Canada pension plan was merely a device where 


worked it out and I found that he was getting money as well as I was. Th 
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The CHAIRMAN (Mr. Cameron): May I have a motion that: Mr. Wate 4 
brief be incorporated in the minutes to these proceedings? It is agreed. ‘i 


Mr. Watson: I will not release these pictures. a ; 
Mr. MonteEITH: I think they should be on the front page of the 1 
papers. i 
_ The CHarrman (Mr. Cameron): On my ce I Rave Mr. Lloyd, Mr. Cas in 
Senator Croll, Mr. Cété, Mr. Francis and Mr. Aiken. Mr. Lloyd, you are f 


Mr. Luoyp: Mr. Watson, on page 2—perhaps you clear this matter u 
later parts of your brief—you say that “we can agree at the outset that 


of the aged”. Are you aware that the ministers of national health and eles re 
have consistently pointed out the old age security plan was not designed to meet 
the subsistence of the aged; it is an assistance but it is not designed to meet 
their subsistence needs. I think you more or less brush over that later on. 

On page 4 you consider it “improper” to develop a pension plan which 
proposes to provide benefits on a basis of contributions which will not support . 
those benefits. You then say “considering the present covered population only”. 
Why is it necessary to measure the validity of the Canadian pension plan with Be 
respect to the present covered population only? 4 


Mr. Watson: This is a personal opinion, and I am trying here to understan id 
pd the House of Commons had in mind when they voted unanimously for this. 


revresents the present population has enacted to give benefits to the present 
population, that should not carry high liabilities for the children and the gra 
children who will have to actually pay for that. That is just my personal opin 


I personally enjoyed the situation when I went home, after hearing the minist 


the children would pay for the fathers. I explained to my son that fin 
I was going to get some money back from him after all those years. I t 


what disturbed me and this is what is disturbing me. This present pla 
very much better than the first plan, but I just want to quote one figure which 
I think is relevant, and you will then see what I mean. I worked out s 
calculations for a man aged 40 in terms of what it means to him at the 
of 40, assuming he is married and leaving the children out of it. I wor 
out the present value of the benefits that he and his wife could expect. I 
assuming his wife is five years younger. The present value of the benefits 
the present value of the contributions that he can expect to make, assum 
a rate of 1.8 per cent and a rate for his employer at 1.8 per cent—adjus 
for the employer’ s contributions as well as the employee’s contributions— 
difference is over $3,500, that is without allowing for the value of the disabi lity 
allowance. 4 | 


Mr. CHATTERTON: At what salary? 


Mr. Watson: That is for an individual making over $5,000. I do not we ant 
you to think that I am 40 years old, but I took the age of 40 because it see 
to me that this might very well be an average age. It is the sort of age 
run into in pension calculations as being the average age. I am just as 
the question: Why should we feel that such a person should be bonu > 
to that extent? I have not found an answer to it. ; ie 


Mr. Luoyp: What would we do, for example, with old age security. ver 15 
body contributes to that? 


Mr. Watson: I am not referring to a welfare plan; I am referring ‘0 
pension. a, 
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. Mr. LLOYD: Finally, I would like to pursue this question a little further. 
fer to your illustrations; I found them most interesting and very instructive. 


a 1d. a black leg in the other. 
_ Mr. Watson: This is a $600 stilt. 


_ Mr. Luoyp: In the case of private pension plans it was necessary, because 
of the trust relationship of private entrepreneurs, that they invest funds received 
from the contributions to meet their actuarially calculated liability. In the case 
of a government supported leg being put in there, there is substituted not 
investment on an actuarial basis but the power of the government to raise 
revenues. I lead you into this because I would like to have the benefit of your 
_ observation in more detail in respect of why you think this is not a good 
_substitute—the two legs that are going back in which really are the powers of 
"government to raise money to meet calculated future liabilities. 


A Mr. WATSON: I had anticipated that question. My feeling is certainly the 
“government has that power and could fill in the balance. 
yh Of course, in Great Britain it is filled in by government; government has 
undertaken to fill it in to the extent it is deficient. However, as I understand 
this legislation there is no provision in this act that government will make up 
any deficiency; it will have to be the rate of contribution which has to be 
_ changed. Therefore, I am looking at-the rate of contribution and I see— 
"assuming the chief actuary’s assumptions are valid—at the end of 20 years 
it will have to be increased. At the end of 20 years a man even now under 
the age of 45 will have to contribute more than I will, and the fact that gov- 
ernment has taxing power is irrelevant because government is going to merely 
_ increase the contribution rates. 
yy I would like to digress a minute off the record. I have forgotten a very 
important point about this diagram. You will observe, Senator Croll, that it 
has two flags; it has one on this and this, and you can change them about, 
_ depending which government is in power at the time. I am sorry I omitted that. 


ee Mr. Luoyp: I take it that what you really are saying is you would prefer 
- that the liability for pension benefit be supported by an actuarial fund of 
"investments? 


a Mr. Watson: No; I am not saying that. I am saying I would like to see a 
higher rate of contribution which would make us all feel the plan is self- 
~ supporting for the present population; but if for some reason or other that was 
_ thought to be impossible, at least I would like some part of the act to specify 
that at the end of X years the rate would be increased to such and such a 
_ percentage in the same way as the United States house of representatives has 
_ introduced an act to specify precisely the rate of contributions that will be 
_ Tequired in future years. 
-_-Mr. Luoyp: Finally, may I sum it up in this way? You are saying in essence 
| _ that you do not want to see the future funds that may be required to meet 
the liabilities come from taxation, and you say they should continue to be 
drawn from the wages within the framework of contributions. 
| Mr. Watson: I think that is what they are going to do, but I want to be 
sure it is understood by the people, because in integration with private plans 
you must recognize that as I say people under the age of 45 will have to con- 
tribute more than 1.8 per cent. 
Mr. Luoyp: Will this depend on an expanding population which the 
economists are forecasting? Have you studied this? 


think finally you put together what looked like two boot legs in one corner © 
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Mr. Watson: Yes. You can see from the actuarial report it still will | be 
required. a 

Mr. CASHIN: In the second last paragraph | you define a welfare plan as ij 
measure designed to assist the aged, and you contrast this with a pension plan 
Is not a pension plan designed to assist the aged? ; 

Mr. WATSON: It is the word “assist”. I am trying to get some term we 
understand. I think of a pension plan as something where contributions are 
made by the employer and the employee and there are benefits. This act does 
not provide for contributions by anybody else; therefore the employer and 
employee together are making a contribution for the purpose of the employees, 
and their dependants, and so on, I can see no difference between that and any 
other pension plan which might be arranged privately or with a trust com-_ 
pany, an insurance company, or any other. I cannot see the difference. A pen-— 
sion plan is distinct from a welfare plan in that there is little or no relation- 
ship, in a welfare plan, between the benefits received and the contributions 
made. ; 

Mr. CASHIN: On page 3, near the bottom of the page, you refer to normal | 
actuarial standards. Are these normal actuarial standards ones which relate — 
to private insurance or actuarial standards which apply to social insurance? 

Mr. WATSON: Either way; it does not matter. I was thinking of any actuarial 
method which would produce a result so that you could say the plan is self-— 
supporting. I really was referring to techniques. The technique that is used in — 
this actuarial report simply is an attempt to forecast what the future costs are 
going to be, and then assume that future generations, my son, your son, and 
their sons, aré going to pay for it. I know my son is not; I don’t know where ~ 
he will go, but I know he will not because I know him by reputation. ‘ 

Mr. CASHIN: I am glad to see on page 5 that you at least have attempted 
to do something that the previous brief did not attempt to do; you have talked 
in the context of a Canada pension plan, and if we are to have one you have 
made some suggestions in respect of how you think it can be improved. La 
personally, welcome that approach much more than the previous approach. a 
I would like to ask you one thing which always has bothered me. How do 
you account for the fact that statements by a society which historically has 
been relatively well off always are very concerned about the well-being of 
future generations when they are not so concerned about the well-being of 
the people who are not, themselves, at the present so well off? ; 

Mr. Watson: I do not know whether you are referring to me, former 
President Kennedy, or Lyndon Johnson, but they all are much more concerned 
about it than I am. They have their reasons and I have mine. I feel that the 
delegation you have heard is concerned that there will not be eventually a 
third plan to fill the gap. In other words, it would get rather cluttered if we 
had a government annuity branch, an old age security, a Canada pension 
plan, and something else. I think it is a legitimate expression of an expert 
opinion that there are people in the business who are not going to be covered 
by this plan. 

I am not attempting to argue this because, as a citizen, when the House 
of Commons votes on something unanimously, I certainly do not have the 
temerity to come here and argue the point. ‘ 

Mr. CasHIn: The expression, because all men cannot be redeemed does 
not mean that no man can be redeemed, occurs to me. Would you accept 
that? That is all. a 

Hon. Mr. Croiu: Following Mr. Cashin’s question, you do appreciate 
that we who are in parliament constantly are concerned with the problem 
of welfare, so when you say the gentlemen who were here before were con- 
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cerned, I think you heard them say the last time they appeared before a 
committee of parliament was in 1950. 

a Mr. WATSON: That was the last time there was such a committee. 

ie Hon. Mr. Crouu: Certainly that is the last time there was a committee, 
but is that the only concern one has? 

Mr. MONTEITH: They have presented other representations. 

Mr. WATSON: They have done the best they could under the circumstances, 
senator, and so have I. 

Mr. LEBOE: Is there not a difference between the concern of a corporation 
or a society; I would think there is a difference. 

Hon. Mr. CRoLL: What I am getting at is how did they show their concern 
by merely showing it today? 

Mr. WATSON: There was concern. 

Hon. Mr. CROLL: On page 8 you say there was a royal commission recom- 
mendation in respect of annuities. I cannot remember it. 

Mr. FRANCIS: The Glassco Commission. 

Mr. WATSON: I believe, senator—and I did not take the time to check 
this—it is correct to say that the Glassco Commission recommended that the 
government annuities branch should be discontinued. 

Hon. Mr. Crouu: I think you are right on that. 

Mr. Watson: And no action has been taken. I think it might be a very 
interesting point to follow, because I do believe that on the rationale that 
I have given these two things are very similar. In 1908 this was thought to 
be a very forward step, as it was in Great Britain. In 1965 Great Britain 
however has changed from voluntary to compulsory, and so are we. But 
let us tidy it up as we go. 

Hon. Mr. CROLL: You appreciate the obligations are there for the annuities 
to the extent of years and year. 

Mr. Watson: I would close it off. 

Hon. Mr. CRouu: Of course, but I would not put any bets on that, if I 
were you, about closing off annuities, because you would hear from quite a few 
people. But with respect to terminology, you refer to a pension plan and a 
welfare plan and you used these terms. You do appreciate that governments 
are not in the pension business as governments. 

Mr. Watson: I am sorry, but you are in the pension business as soon as 
this act goes through. 

Hon. Mr. CrRouu: That is exactly what I thought you might say, that we 
are in the pension business. But my point is this: I want to state clearly that 
we have been in the welfare business a very long time and we are still in 
the welfare business, and we look upon the pension plan as being a part of 
the welfare complex. That is our view. 

Mr. Watson: I have a picture to show you this. 

Hon. Mr. Crouu: No, no. That is your picture. 

Mr. Watson: I refuse to accept that. I can believe that you would 
do that to the houses of parliament. 

Hon. Mr. Crotu: Let us forget about the houses of parliament and deal 
With the pension and welfare plan. We have many welfare plans in the country 
today, to which some people contribute a great deal while others contribute 

very little. Is that not correct? It must be so. But if in the same context 
you look upon this as an extension of our welfare plan, merely another 
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Me say is ims Shae it, a 
Mr. Watson: Welfare plans always have a government contribution « oe 


a I cannot see any government contribution in this one. 7 
Pyed 

V4 Hon. Mr. Crouu: Let us assume there is no government contribution in 
it at the moment. — a 


8 Mr. WATSON: Oh, at the moment; that would satisfy me if the evidence 
would say that. , 

Hon. Mr. Crotu: Do you know of any plan which was ever put in our 
statute books which has remained frozen? . 


2 a Mr. Watson: No, sir. Sm 
By toy : Hon. Mr. CroLtL: What makes you think that this will not change in time? 
oa Hon. Mr. Watson: I am getting some of my answers. 
i Bt Hon. Mr. Crott: What makes you think so? 

Mr. Watson: I just read the act. 7 

Hon. Mr. Crouu: But other parliaments may have different views and 
may change it if it needs changing. ‘ 
m Mr. MontTeritH: In other words, they will make up the deficit. 
RS Hon. Mr. Crouu: That is what parliament is here for. 
a: Mr. Watson: I just knew that my son would win in the end. 
i Hon. Mr. CrRoLtL: Whether your son knows it or not, that is the case. Let 
‘a me deal with what Mr. Knowles said when he said that we are in the pensiga 
i business. 
a Mr. KNOWLES: When the bill passes. i. 
| Hon. Mr. Crouu: The pension is still not our business. Would you agree 
that the pension is one of the methods of obtaining for the people a better 
way of redistributing the wealth of the country, rather than to have no pension 
business, or do you think we are in the pension business? . a 


Bhs _ Mr. Watson: I do think you are in the pension business. In fact I know 


“y 
4 
= 


--- you are, whether you realize it or not. te 
i 4 3 a 
Best Hon. Mr. Crotu: Do you think it is a good business to be into? 

is f Mr. Watson: I shall answer your question in this way. A few weeks ago 
By we heard a very reputable research scientist say that there would be a cure 
for cancer before we got to the moon. Now, if there is a cure for cancer, 


then I am glad you are in the business, because it will cost the business an 
awful, awful lot of money. <i 


Hon. Mr. CROLL: It cost the companies a lot of money, but for what? aD 
iby Mr. Watson: For existing annuities, and the government annuities branc. h, 
_ and the Civil Service Superannuation Act. I am all in favour for a cure for 
hae cancer because it could be personal. 
Yul Hon. Mr. Crouu: Are you opposed to this other measure that you is 
ty | mentioned? 
an Mr. Watson: No, I say that I think it might be a good thing to see. 
a government in that business, but I will not say that you are going into © t at 


i business. | 
| Hon. Mr. Crouu: I might say that we are in it, but after seeing the me 


who were here yesterday and after listening to you I feel it is a busin 
in which ¢ a guy could make a buck. ia 
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_ Mr. Watson: That is what I thought. 

_ The CHarrman (Mr. Cameron): Are you through Senator Croll? 
d h Hon. Mr. Cro: Yes. 

_ The CHatrrMAN (Mr. Cameron): Now, Mr. Coté. 


‘ie Mr. Coté (Longueuil): You mentioned before in answer to Mr. Lievd 
that you are very concerned that this plan should stand on its own feet, and 
you mentioned also at page 5 as follows: 


af I think it would be much better if a rate of contribution was estab- 
a lished which would guarantee the continuance of the plan for a much 
ae longer period than 20 years. 


{ - Could you say how much longer? Is it indefinitely? 


| Mr. Watson: If you look at the actuarial report you will see that at 1985 
the pay out will be, I think, 3.6 per cent or thereabouts, and following that 
year it will increase. Now, unless there is an increase in the rate of contribu- 
tion in 1985 the plan will start to fall, or the fund will start to fall. Mr. Lloyd 
earlier had an issue of the Financial Post dated January 9, in which you will 
see a diagram, which is a very instructive one, showing how the plan reaches 
a peak and then goes down again. 

Some people have come to me and asked—and these are simple people 
that I would be talking to in an audience to which I was speaking—if I thought 
that eventually the result would be that the Canada pension plan would end 
‘up the same as the unemployment insurance fund. I assured them of course 
that nothing of that kind could be possibly thought of. But unless you some- 
lwhere make it clear that it is envisaged that an increase will be made at 
the end of 20 years, I am afraid that will be the impression that anyone 
will get. That is all I am trys to bring out in this brief, in the best way 
iL! can. 
 -‘Mr. Céré (Longueuil): Is it possible to establish a contribution rate which 
will prevent this from happening? 

(ee Mr. Watson: Yes indeed; the chief actuary could give it to you. I hope he 
does not hear me because he is being asked to do many things. But I am sure 
ihe could compute such a rate. 

| Mr. Cork (Longueuil): In that same paragraph you go on to say: 

I would estimate that such a calculation might produce a result of 
| approximately two and one half per cent instead of 1.8 per cent. From the 
1 standpoint of equity, a higher rate of contribution now would be much 
| more desirable than leaving this to a later generation. 


Do you believe it necessary to build up a larger fund than is at present 
contemplated? 


he Mr. WATSON: a basic concern is to Rea tint the probable pattern of 


a unfortunate. I do not know how unfortunate, but they at least would Bp 
1 some money from young people, which I say without making further reference, 
because you can see I am interested. But that would be better than nothing, and 
it face a new problem for the future. I was taking political ramifications into 
count as probably the best that we can expect. 

_ Mr. CétTE (Longueuil): Do you think that the rate of contribution should 


ot be increased now? 
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Mr. Watson: I would like to see it increased now, but as a second choice 
I would like to see you come out and say that at the end of 20 years it would 
be increased to “X” per cent, and I will tell you why. First of all, I think the 
average person in the population will respect that as being a mere facing up to 
the liabilities of the future. Secondly, in the integration of private plans today 
we have to take into account the probable future rates of contributions. We just 
cannot integrate present plans along the lines of the Public Service Superan- 
nuation Act and create all this magic when in fact it is not magic at all; it is 
ignoring what is going to happen after 20 years. 

Let me put it in another way. I can take any pension plan with a normal 
rate of contribution, say 5 per cent, and I can integrate it with the Canada 
pension plan in such a way that I produce total benefits which are greater and 
total contributions which are less, and I can make everyone very happy in 
every firm. I can even make the employer happy—but I am not going to explain 
that to you because you would want to change something. I can do it, however, 
and the only reason I can make them happy is that I do not tell them what — 
happens after 20 years. It is all tied up with that. 


Mr. AIKEN: It is like writing off too much depreciation. 


Mr. Watson: You have your figures of what is going to happen in thes 
Public Service Superannuation Act and you saw the magic. But there is no 
magic at all because what they were not facing up to was what would be the rate 
of contribution after 20 years. F 


Mr. CéTE (Longueuil): Let us suppose we would increase our contribution 
nate: If it were now at 24 per cent would you ask us to make provision for 
4 per cent in 40 years? . 


Mr. WATSON: If you look at the projection in the chief actuary’s report you t 
will see that it will go for quite a long while after 1985 at 24 per cent. I would 
not dream of trying to project it any further than that heveise we are not that 
clever really. 4 


Mr. COTE (Longueuil): You would not try to project it further than the 


20 years? RB 


Mr. Watson: No. If you increase it from 24 per cent—employer and 
employee—at the end of 20 years you will see that it would stand up for 
another 10 or 15 years, or maybe longer, a very considerable number of yeurs, 
so much longer that none of us here would have to worry whether it was right 
or not, but at least we would have faced up to our present responsibilities. I 
am not speaking of some extreme period in the future, but 20 years is not very 
long. i 

The CHAIRMAN (Mr. Cameron): Have you a supplementary question, Sena- 
tor Croll? a 


Hon. Mr. Crouu: Mr. Coté was asking the question I was going to ask. — 
Mr. Watson, do you remember the time when an attempt was made t0 
increase the extent of annuities by a bill, when there was opposition to it- 
perhaps half a dozen years ago? 


Mr. KNOWLES: Fifteen years ago. 

Hon. Mr. Crouu: All right, perhaps 15 years ago. 

Mr. WATSON: To increase what? To increase old age security? 
Mr. KNow Les: No, government annuities. 

Hon. Mr. CRoLL: You remember the opposition to it? 

Mr. WATSON: Yes. 


Hon. Mr. Crotu: You remember the arguments used at that time, which 
were exactly the totals for the arguments used in 1908 against putting the 


‘i. 
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Annuities Act into effect, and in the course of time there was need for some 
subsidization. Do you remember that? It was in the red to some extent. 


Mr. Watson: Yes. 


Hon. Mr. Crotut: And the annuities branch is in existence and has been 
continuing to stay in existence, and everyone is quite happy about it. 


Mr. WATSON: I am not, Senator Croll. 
Hon. Mr. CROLL: I did not think you would be. 


Mr. WATSON: Senator Croll, my point is simply this. When the govern- 
ment annuities branch was organized that put the government in the pension 
business. Now you are doing something else. You are moving out of that and 
into this— 

Hon. Mr. CROLL: You are saying we are now in the pension business with 
both feet? 


Mr. WATSON: It is as if your sales were not sufficient so you were going to 
make it compulsory because you have some magic which private concerns do 
not have. It is the same. You are making the sales compulsory rather than 
voluntary; that is all, only it is a little better because this time you are project- 
ing it and trying to make it stand on its own feet whereas in the annuilies 
branch you do not face up to that responsibility. 


| Hon. Mr. Crouu: But the government’s liability is not the same as that of 
| the private firm. You have to balance your books year in and year out, and 
governments do not work on that basis and never have. 


| Mr. Watson: I simply mean that if you took no more business from that 
source you would have a tremendous pay out over the next 70 or 80 years. You 
‘would have a tremendous pay out even if you stopped today. The present value 
of all that pay out is your liability, whether you like to accept it or not. I think 
perhaps you take it into the public debt, but I would not swear to that. 


Hon. Mr. CROLL: Do we? 

Mr. FRANCIS: Yes. There is over $1 billion in the fund. 

Mr. KNOWLES: There is no cash in the till. 

Mr. Francis: There is credit. 

Mr. Watson: It is perfectly valid. It is a liability. I say it is a good idea to 

| discontinue it because there is no relationship between the benefit you receive 
and that liability. 

: Mr. FrRANcIS: No, I am not sure about that. 

The CHAIRMAN (Mr. Cameron): You are next on the list, Mr. Francis. 


Mr. Francis: Mr. Watson, I tried to compare your submission with the one 
: that preceded it, and it seems to me the big difference is in the funding. 


Mr. Brown was very specific. He wanted the pay as you go and he did not 
believe in a fund. As I understand your submission, this is your major dif- 
ference from their submission: You would not only fund but you would fund to 
a greater degree than the present bill would do. 


Mr. Watson: I am trying to be a realist, Mr. Francis. I say here we have 
an act and it receives unanimous approval, so I am not going to argue with it. 
{It is not that I want it; it is that I have got it. Having got it I say let us face 
‘up to what it is and put another leg or two under that building. 


Mr. Francis: I appreciate that as an actuary you know more of this field 
than do most of us here. 
Let us look at a public plan as against a private plan. There are a number 
‘of statements in your brief to the effect that a public plan must be the same as 
@ private plan in respect of funding and so on. But it is not the case when you 
0 to a public plan that you have an unlimited life, you have a very definite 
21738—5 


Canada. What is the present value of $75 a month at age 70? Do you have a1 y 


_ our present aging so we make an assessment across the whole country—-sales tax, 


on funding if we go on to the Canada pension plan. I find it difficult in my ow 
mind to see that there is that great a difference in principle. Why should he 


_ for old age security, and not only accepted but accepted totally right down | 
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actuarial techniques of projection. You have to nS wie hee petiiver growth ) 
the labour force and make some guesses on price changes and on participatior n of 
the labour force, and whether married women are going to work to a gre: 
or lesser degree. You have to make assumptions in population changes. “You 
have a greater range of unknowns. Is this not so? a 4 

Mr. Watson: I feel if you took a substantial private plan such as that of 
the Canadian National Railways or the civil service plan you would have esse 
tially the same elements. You have new people coming in and you have peop pl le 
leaving the force. You have to predict future salaries. I know of nothing in the 
civil service plan that is not in this country-wide plan. A difference only ari ‘ 
when the government agrees to make a contribution. Then there is a diterea 
because then there is a third party. i 

Mr. Francis: Is there not a difference in the nature of the guarantee that 
the government can give? Canadian National Railways cannot give the guaran- 
tees that the government of Canada can give, with all due respect, in terms | of 
continuation of the enterprise over a long period. 

Mr. Watson: I must say that my whole brief has been based on the principle oa 
that this act is based on contributions from employees and employers and no one 
else, and that is exactly the same as any large employer. i 

Mr. FRANCIS: May I put my question in another way? At the age of | 70 
we offer $75 a month to everyone who has met a residence requirement in 


approximate figure? 4 
Mr. WATSON: It is probably ten times the annual pay out. What is that 
$9,000? 
Mr. Francis: Does it worry you that there is no funding in respect of this? 52 
Does it concern you? g 
Mr. Watson: No, not at all. As I say in my brief— i, 
Mr. FRANCIS: Why does that not worry you when the other does? , } 
Mr. WATSON: Because, as I say in my brief, this is an admission by t the 
country as a whole that we must do something about our present aging. 
Mr. FRANCIS: Does the other not do the same? an 
Mr. Watson: No. I will come to that. We say we must do something about 


corporate income tax and taxable income—in order to raise the amount of mon 
necessary. When we come to this plan we say a man whose average salary As 
$2,000 a year will get a pension of $500 a year, and if he is making $4,000 he 
get a pension of $1,000. You are paying him twice as much, but you say there 
is no sense to that at all because it is the reverse of what they really reaite E 

_ Mr. Francis: I think we went through this with the other group, with al 
due respect. Iam concerned about the apparent difference between the two ail ve 
missions on funding. When I compare your submission its greater empha is | 


Canada pension plan be totally funded when we have no funding with : social 
security? 
Mr. MONTEITH: It is pay as you go. % 
Mr. Francis: This is future thrust. I have heard it is terribly exit to. ha 
forward thrust for the Canada pension plan but it is accepted without qu st 


line. 
; RS ead? 
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_ Mr. Watson: You have not understood my point. If you try to find out how 
i uch you are ae dens to old age security, you will never find out because 


ey. Mr. francis: There is a general revenue component? 

; Mr. WaTSoN: Yes, in other words one cannot relate it to the individual; 

4 there is not an identifiable charge related to the individual because it is spread 
_ through the whole economic life of the country. But, when you come to the 
Canada pension plan it is identifiable, and that is when equity comes into the 
- question. 
a, Mr. FRANcIS: But, there is an equity in tax just as much as there is in 
payroll contributions under the pension plan. This is just a difference in the 
point of view. 

te _ The CHarrman (Mr. Cameron): Have you a question Mr. Aiken. 

| ae Mr. AIKEN: A few minutes ago when Mr. Lloyd was asking questions 
| there was a suggestion made that part of the answer to the problem of where 
the money might come from in the future would be an expanding popula- 
_tion. By that I assume there would be more people to pay the contributions 
co therefore, more money to pay out the benefits. Would not the result be 
| that in the same instance there would be more benefits to be paid in the 
. and that the expanding population would be more inclined to build 
| it up on the chain letter principle rather than alleviate the problem of con- 
tribution. , 

Mr. Watson: That is correct. Of course, the chief actuary, in his report, 

has taken all that into account, and he has projected what the pay out will 
be as a percentage of the assumed payrolls from year to year, assuming cer- 
tain immigration and expansion of population. The figures I have quoted 
. today have taken that into account. I believe if you left that out altogether 
you probably would have a higher rate of contribution; but, it would not be 
very much different from the 2% per cent that I have quoted. I think an 
| expanding population has the virtue of delaying the ultimate, but that is all. 

‘ i Mr. AIKEN: I have another question in respect of the government annuities 
branch. I happen to be one of those persons who have been paying money into 
that for some years, and I learned with some consternation a few years ago 
that really there is no money there; there is just an obligation to pay me 
i out when the times comes. What would you see as the method of paying 
out to present annuities holders if they were incorporated into this plan, or — 
would they merely be discontinued as of this date and go to SOM when 
the age is reached? 


pete. Watson: I was TCO CTS you discontinue the branch in respect 


j 


Mr. AIKEN: Therefore, you are suggesting that the operation of the 
ent annuities branch be transferred into the Canada pension plan? 
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Mr. Watson: Yes. In fact, as you will recall, in the case of hospital in- 
surance, it was very convenient to have the Blue Cross people available to 
set up the initial framework for the considerable staffs that were necessary 
in hospital insurance. I think the same thing might happen here. You might 
have the beginning of a considerable framework for what is a tremendous 
administrative problem. No one talks about the administrative problems very 
much but I think it will be a tremendous administrative problem. ‘a 


Mr. AIKEN: I have one final question. You started off your statement 
today by saying you are accepting the fact that parliament has given second 
reading to this bill and, therefore, you are not going to project what the bill 
might be. Do you believe that there is any element of a welfare plan in this — 
bill; that is, an element where the poor are assisted at the expense of the 
better off? . 


Mr. Watson: The only virtue I can see in this plan is that it results in 
certain employers being forced to provide pension benefits for their em- 
ployees, which benefits are not adequate because we had an earlier discussion 
about whether this plan or that plan was adequate and someone talked about 
some of these plans which, of course, in some cases produce pensions of — 
$10,000 a year. But, the Canada pension plan provides a pension of $1,250 a 
year, so it certainly is not adequate. But, the virtue of it is it forces such 
employers to do something about buying from a private company enough to. 
make it adequate, and that is a virtue. The question whether it is a good | 
thing to thrust it upon all the rest of the community who already have taken 
that step is something else which I do not pretend to argue. But, when you LC 
offer the plan at 1.8 per cent no one in his right mind would contract out of 
it anyway, so you do not have an alternative. It has that limited virtue. Fe. 


Mr. AIKEN: But, as you understand it, it is a pension plan and not a 
welfare plan. 


Mr. Watson: That is my interpretation. Now, every member of my 
profession would not necessarily agree with me; they do not always agree et 
with me. But, that is my opinion. 

Hon. Mr. Crouu: I am agreeing with you. 

Mr. Watson: I feel very much better about that. 

The CHAIRMAN (Mr. Cameron): Would you proceed Mr. Basford. 

Mr. BASFOoRD: I will pass. 

The CHAIRMAN (Mr. Cameron): Then you are next, Mr. Chartterton. | 

Mr. CHATTERTON: Mr. Watson, you said you are a realist; I am inclined to 
think you might be a fatalistic realist because when I voted at second reac 
I voted for the principle of a contributory pension plan and not for this one 
presently before us. 

To use an example, you calculated in respect of a man aged 40, earn 0g 
$5,000 a year, that the present value of these future benefits, after deductin 
the contributions, would be $3,500. Is that about right? 

Mr. Watson: Could you repeat part of your question. : 


Mr. CHATTERTON: I gave an example where you calculated the present 
value of the future benefits which have been given under the Canada pension 
plan and after deducting these contributions the bonus, so to speak, to him, 
is $3,500. 7 


Mr. Watson: That is correct. But, it is in excess of $3,500 because I made 
no attempt to put a value on the disability. 

Mr. MONTEITH: That also takes in the employers’ share. 

Mr. WATSON: Yes, indeed. 


}* 
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it Mr. CHATTERTON: And, someone is paying that $3,500. 

- +Mr. WATSON: Yes. 

Mr. CHATTERTON: Someone else other than his employer? 

Mr. WATSON: Yes, and that will come after 20 years. 

Mr. CHATTERTON: Did you work out a similar program for a man earning, 
say, $2,500? 

Mr. Watson: No, I did not; I just worked the one out because it was the 
simplest. This is rather complex, you know. 

Mr. CHATTERTON: But, as an actuary would you suggest the benefit for a 
man earning $2,500 is greater or less than the $3,500? 

Mr. Watson: I think it probably would be very close to being propor- 
tionate. It would be somewhere in the order of $1,700 or $1,800, but that is 
a rough estimate. 

Mr. CHATTERTON: I am talking in terms of dollars, not percentages. 

Mr. WATSON: Yes. 

Mr. CHATTERTON: In terms of dollars in respect of a man earning $2,500 
the benefit would be approximately $1,700. 

Mr. Watson: It would be $1,700 or $1,800. 

Mr. CHATTERTON: Now, you said that someone is paying this bonus. You 
said that someone will be paying it 20 years from now. It not some of that 
bonus being paid right now by some people? 

Mr. Watson: When I said it will be paid 20 years from now I meant 
it is starting in 20 years, when the additional contribution will have to be paid. 
Of course, right now it is an exchange of money; money is going into the 
plan and money is coming out of the plan, and there is a transfer from one 
individual to another. But, this is what happens in any insurance or pension 
plan; money comes in and money goes out. My point was that this $3,500 is 
‘not paid in by either employee or employer if he continues to pay 1.8 per cent 
| through to his death. It is deficient to that extent. Therefore, somewhere along 
the line there has to be more than 1.8 per cent contributed if this was, for 
example, the average age in the country. 

Mr. CHATTERTON: Is this fund building up? Right now someone is contribut- 
ing towards this bonus of $3,500. 

Mr. Watson: Yes, but I personally think, if I made a complete analysis, 
that I could show you that it is the children who are not yet eligible and 
the unborn children who are going to eventually pay for it, and this is the 
big point; it is not the present people nor the constituents of the present 
‘Parliament that are going to pay for this. 


| Mr. CHATTERTON: We are giving them everything now which will be paid 
-\for later, so if everyone gets money now everyone votes for that measure. 


Mr. Watson: As I say, it is easy to understand why it is unanimous; it is 
-|avery fine arrangement at 1.8 per cent. 

The CHAIRMAN (Mr. Cameron): Are those all your questions? 
i. Mr. CHATTERTON: Yes. 
The CHAIRMAN (Mr. Cameron): Would you proceed, Mr. Prittie. 
Mr. Prittie: Mr. Chairman, I have just one question. In reference to a 
higher contribution you say on page 5 approximately 24 per cent. Would it be 


fair to interpret your views this way, that if we are going to have a funded plan 
at all we should do a better job of funding? Is that what it amounts to? 


Mr. Watson: Yes. If this is what we are going to do let us do it properly. 


: 
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have Mr. Robert J. Meyers, chief actuary of the Social Security Administrati on 
of the United States of America. In the evening we will have the retail cou neil 


Mr. PrRITTIE: And, pitermatively, you would like in ake act some cor an [- 
ment on the part of the government that if they do not raise it now Rei ' 
raise it in the future, or failing that any deficit will be met out of general r ~ 
enue. You feel you need that third aspect to the employer-employee con’ ri- 
bution. 

Mr. WATSON: Yes because, otherwise, it is quite unreal. 

Mr. PritTiIe: Thank you. . 

The CHAIRMAN (Mr. Cameron): Mr. Munro, you are next. 

Mr. AIKEN: We thought you might pass, Mr. Munro. 

Mr. Munro: I pass. oe 

Hon. Mr. SmitH (Kamloops): Mr. Chairman, coming back to the $3,500. 
bonus that this fellow aged 40 collects, what part of this $3,500 would be rep- 
resented during his pie eB atee lifetime in his collection of the $75 old age 
assistance? Pe 


Mr. WatTSON: I am taking this as a separate unit to illustrate the poin ita 

I have not brought in the old age security; in other words I refuse to combine 1e 
the two, I am taking it separately. This is my particular philosophy, that : old . 
age security is an assesment against the population, and changed as necessary 

to support it. This is something else which is supposed to be, according to the 
way the act is written, dependant only upon the employee and the employer 14) 
contribution and notin else. a 


The CHAIRMAN (Mr. Cameron): Gentlemen, our witness for tonight was 
to be Professor Donald C. MacGregor. He will not be here so that there : 
be no meeting tonight. However, he sent his brief, and I would like to hay 
your instructions on what to do with it. Should we file it in the library or ma 
it an appendix to these proceedings? 


Mr. AIKEN: How large is it? 


The CHAIRMAN (Mr. Cameron): It is a fair-sized brief. Each member will 
get a copy, of course. It came in today’s mail. 


‘Mr. Prittie: Is he not going to aa at all? 

The CHAIRMAN (Mr. Cameron): N 

Hon. Mr. CRouu: I think we aan ct it into tog ey a record. 
Mr. KNOWLES: I would so move. 

Mr. Macauuso: I second it. 

Mr. CANTELON: Who will we hear tomorrow morning? 


The CHAIRMAN (Mr. Cameron): Mr. W. N. Anderson, of the board of the 
North American Life Assurance Company of Canada. In the afternoon we will 


of Canada. a 
Mr. Muwro: I would like to move a vote of thanks to Mr. Watson. 
Mr. AIKEN: I will second it. i: 


The CHAIRMAN (Mr. Cameron): Mr. Watson, we had much pleasure in 
passing a vote of thanks. We appreciate your contribution very much. — e 
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APPENDIX A5 


_ SUBMISSION TO THE SPECIAL JOINT COMMITTEE OF THE 
SENATE AND OF THE HOUSE OF COMMONS FOR THE 
CANADA PENSION PLAN 


G. N. Watson, F.S.A. 
Januaty 13, 1965 


m1 wish, first, to identify myself to the members of the Committee. My name 


is George N. Watson: I am a Fellow of the Society of Actuaries; I have been a — 


Fellow for 19 years and, during that entire period, have specialized in the area 
of group insurance and group pensions. Although this submission is being made 
in my capacity as a private citizen, I am a Vice-President of Crown Life In- 
surance Company of Toronto and have been employed by that Company during 
my entire business career, exceeding 28 years. In addition to serving on several 
committees in various trade associations and acting as chairman of several 
others, I am Chairman of the Group Committee of the Canadian Association of 
Actuaries. The opinions that I am expressing in this submission are entirely 
my own. 

ae Although many points could be made with regard to the development of 
the Canada Pension Plan as it is set forth in Bill C-136, I wish to make only 
four points which I regard as the most important: 


u The Need for the Canada Pension Plan. 


Bill C-136, when it received second reading, was unanimously ap- 
proved by all voting members of the House of Commons. Evidently, 


=e 
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ia there can be no question that there is a need for the Canada Pension Plan 
aM but what, precisely, is the need that it is designed to fill? Speaking to 
if different individuals, one might very well get differing opinions as to 


precisely the need for the Canada Pension Plan. For example, is it a 
measure designed to assist the aged which, for the sake of brevity, I will 
refer to as ‘‘welfare plan”; or is it a measure to provide pensions on a 
compulsory basis to those who can afford to contribute in order to make 
sure that the future aged will be covered by some pension plan regard- 
less of whether private arrangements are made through their employer. 
sth This last type of plan, we may call for the sake of brevity, simply a 
Be, “pension plan’’. 


a. I think it will be helpful to establish clearly whether the Canada 
Ys Pension Plan is, in fact, a welfare plan or whether it is a pension plan on 
ee the basis of the definitions I have just given. With an undertaking of this 
Me magnitude and the development of an apparatus which will extend, per- 
haps, for centuries, we ought to be sure at the time of its birth the 


I 


weight of evidence would indicate that this is a pension plan and not a 
welfare plan. It would seem that the Old Age Security plan was designed 
to meet the basic needs of the present aged and an assessment is made 
against the entire country in order to provide the amount of money 
required to meet those needs as they change from year to year. In de- 
veloping the Canada Pension Plan, however, there has been little atten- 
tion given to the fact that there is an Old Age Security plan in existence 
and, in many respects, the two plans have been treated entirely separately 
as though no integration was necessary or even desirable. This has caused 
a great deal of discussion, conjecture and criticism; but it may be ex- 

plained if we can agree at the outset that the Old Age Security plan is a 


precise and exact reasons for its conception. It seems to me that the 
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welfare plan designed to meet the subsistence needs of the aged, however ri 
they may change from time to time; but the Canada Pension Plan is no t 
related to that idea in any way but is, in fact, a pension plan which sets 
out to make sure that every wage earner in Canada will reach pension 
age with a pension of some kind which, it is hoped, he will supplement 
through his private resources. It is as though we are stating that it is as” 
important for the citizen to be provided with a pension as he reaches the 
last years of his life as it is that he be provided with an education as he 
commences it, and we are justifying the element of compulsion in the 
one as much as in the other because the end result is a desirable socia z 
objective. Perhaps it is on this ground that the Bill met with the unani- 
mous approval of the House of Commons and it is from this standneaan 
that I am, therefore, discussing the Canada Pension Plan. 


From what I have said, it is apparent to me that the rationale behindll 
the development of the Canada Pension Plan is that: compulsory saving 
for retirement is desirable. Whereas we have always understood that 
thrift was a necessary virtue, the degree of thrift exercised being left to 
the individual’s own discretion, we now seem to feel that whether the © 
individual is thrifty or not, we must insist on some accrual of pension 
rights so that even the improvident, in spite of themselves, will be taken — 
care of. It is another step in the direction of reducing the degree off 
individual self-reliance. 


However, looking at the matter from this point of view, we quickly 
come to the conclusion that if this is a pension plan, the present value of 
all the contributions of the individual and his employer should, in the 
aggregate, be equivalent to the present value of the benefits for which | 
all employees and dependents are covered. ‘ 

However, in this plan, we know that the benefits are not fully funded _ 
and, therefore, whatever benefits are received by persons who are the 
early recipients of benefits under this plan, will far exceed the contribu- 
tions they have made or their employer has made on their behalf and iby 
this, of course, will be entirely at the expense of future oe vas Ga 
because it can be shown that, if the entire present labour force was con- 
sidered as a group, the contributions of 1.8% by the employee and the 
employer would not provide that particular group with the benefi sh 
promised. It would, in fact, develop according to normal actuarial stand- 
ards an unfunded “ra Mane at its inception which would have to be retired 
by future contributors or, at any rate, the interest on the unfunded 
liability would have to be paid by some third party, whoever that may 
be. Of course, we know that there is no third party to take care of the — 
unfunded liability and, hence, we conclude that, in the future, there must 
be an increase in the rate of contribution. The point I wish to make 1s” 
that it is entirely improper in my view, to develop a pension plan which 
proposes to provide benefits to persons on a basis of contribution whi a 
will not, in fact, support those benefits, considering the present covere 
population only. It, therefore, means that the future population, that 1 
persons coming to Canada and the children not yet covered or born, will 
have to pay more for their benefits than their actuarial value in order a 
make up for the deficiency in contributions which now exists. Although 
one can understand that a pension plan based upon deficient contributions ns 
will meet with a ready response from a House of Commons or even an 
entire population which believes, by some magic, that future generations S. 
will pay the bill, it is not clear to me that future generations will con 
tinue to pay the bill and receive benefits which have an actuarial vail 
of less than they are contributing. But, of course, it must eventually 
come to that and so I ask the question: Is it right and proper for our 
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elected representatives at this time to pass a Bill which must eventually 
be paid for in part by future generations and future parliaments? Would 
it not be much more reasonable, if we can agree that this is, in fact, a 
pension plan of exactly the same sort as a pension plan developed by an 
individual employer, to provide benefits which, for the present population, 
are the actuarial equivalent of the contributions that can be expected 
from the present population without relying on the largesse of our chil- 
dren and our children’s children and even beyond that. 

We cannot make the excuse that this is a benefit for the welfare of 
the present aged. We must, by the reasoning I have developed here and 
in the next following section, accept the principle that this is a pension 
plan on a compulsory basis and it should stand on its own feet and be 
self-sufficient for the present population. Mr. Chairman and gentlemen, 
this plan, is not in that financial condition. It is very much better than 
the first version of the Canada Pension Plan, but it is still not providing 
benefits which, considering the entire present population, are the actuarial 
equivalent of the contributions required. 

A review of the actuarial report suggests that, on and after 1985, 
assuming all the assumptions of the Chief Actuary are realized, it will 
be necessary to increase the contribution rate from both employee and 
employer to approximately 24% each. It would be much better if we 
faced that prospect now and considered its implications rather than to 
assume that this will be a decision of some future government and need 
not be taken into account at this stage. For example, if it should develop 
that this is the action that is, in fact, taken 20 years hence, which is not 
a long period in the arrangements that have to be made in pension plan 
funding, it would simply mean that we would be asking those persons 
now under the age of 45 to make a higher contribution for their benefits 
than the persons now in the population and over that age. I would think 
it would be much better if a rate of contribution was established which 
would guarantee the continuance of the plan for a much longer period 
than 20 years. Such a rate of contribution could be calculated by the 
Chief Actuary applying normal actuarial methods to the entire popula- 
tion as it now exists. I would estimate that such a calculation might 
produce a result of approximately 24%, instead of 1.8%. From the stand- 
point of equity, a higher rate of contribution now would be much more 
desirable than leaving this to a later generation. 

My first point, therefore, is that, if I am correct in the philosophy 
which has developed this Canada Pension Plan, the scale of benefits should 
: be reduced or the scale of contributions should be increased in order that 
: there will be no mortgage on the future or any unnecessary degree of 
uncertainty in regard to what we may expect after 1985. 


2. Can it be Argued that the Canada Pension Plan is, in fact, a “Welfare 
Plan” and not a “Pension Plan’? 


If the answer to the question raised in the previous section is that 
the Canada Pension Plan is, in fact, a welfare plan and is not a pension 
plan in the sense that I have described it, then I must argue that the 
Old Age Security plan which was so well-designed some years ago and 
which has been increased and improved since then is the proper vehicle 
to provide such benefits. If the Old Age Security plan is not providing 
sufficient benefits or if the benefits do not commence at an early enough 
age or if additional benefits besides retirement benefits are thought 
to be necessary, this can be easily achieved by making the necessary 
amendments in that plan. It would be very amateurish from the stand- 
point of pension plan design or social insurance planning to develop 
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3. The Government Annuities Branch. 


- related Towers which sits on top of the Parliament Buildings. No sen- - 
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an earnings-related plan and superimpose this on a flat Henent os q 
old age security type without the most careful attention to the proble s 
of integration. It is as though you were dissatisfied with the accommo- 
dation in the Parliament Buildings and you decided to extend the buil d- 
ings but, instead of calling in an architect, which I suppose would > be 
the normal course to follow, this was developed by political architects 
who developed a tower on stilts which we may call the Earnings: — 


sible architect would suggest such a structure and no member of pare \ 
liament would vote for such construction in the city of Ottawa. Yet 
if you argue that the Canada Pension Plan is designed as a supplement. 
to the Old Age Security plan, that is exactly what you have done | 
because no expert in this field would possibly conceive of such a mon-— 
strous result. P 
An earnings-related plan has no application in this area whatever. 
To illustrate, consider two individuals, one earning consistently $2, 000 
per annum and the other, $4,000 per annum. The Canada Pension Plar a 
provides a pension of $500 annually to the first and $1,000 annually 
to the second. But, the second individual is much better able to care 
for himself than the former. If anything, the pensions should be the 
other way around or, better still, they should be equal. Thus, no one 
can argue that the Canada Pension Plan is a welfare plan. It is a 
pension plan, purely, and reasonable relationships between contribution a 
and benefits are implied just as in any private plan. a 
I, therefore, conclude that the reasoning I developed in section y 
of this submission is the only reasonable conclusion to reach. . 
The Canada Pension Plan and the Old Age Security plan haves 
in many ways, been treated entirely separately. There is little or nd 
integration and I submit the rationale behind the development of eacl ye 
plan is entirely dissimilar. a 


S 
he, 


Based on the conclusions of the first two sections of this submissior , 

I would consider that the Canada Pension Plan, if it is adopted i 
essentially its present form is, in fact, a compulsory version of the idea 
behind the development of the Government Annuities Branch as it wil 
originally conceived in 1908. The idea then was to promote the pur- 
chase of pensions and this vehicle was made available. Since then, it 
is apparent that the public at large does not take advantage of such 
annuities to the extent that one might otherwise suppose and now, i 
1965, we conclude that some degree of compulsion is necessary and, 
hence, we substitute the Canada Pension Plan for the Government An- 
nuities Branch. Gentlemen, I suggest that if the material I have sub- 
mitted up to this point has any logic to it, we must now conclude in 
the Government Annuities Branch should be discontinued. It represent: 
a huge liability of this country to various individuals. There is no fu nd 
whatever behind the liabilities of that branch and we might as well 
consolidate that liability with the liability of the Canada Pension Plan 
and here and now resolve that, having adopted the principle of cor 
pulsion in order to achieve the results that could not be achieved by 
voluntary methods, we should not preserve the older agency ve - 
now rendered superfluous. This recommendation has already been rm 
by a Royal Commission appointed some time ago, which recommendé 
tion has not been proceeded with by this government and I now 8 e 
it upon you as a logical conclusion of developing the Canada Pensic 
Plan. Sa | 
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It we assume eee a National Pension Plan of the sn which we ees 
are examining in Bill C-136 is desirable on the basis of the reasoning 
set forth above and if we assume that, to be logical, the benefits pro- — 
vided ought to be the actuarial equivalent of the contributions to be 
made, we will, of course, develop a larger fund than now contemplated; 
but whether that fund is 5 billions or 10 billions of dollars is not so 
important as the realization of the fact that this fund represents a 
considerable diversion of investments from the private sector to the — 
public sector of our economy. On reading the Economic Report, it is 
clear that the government has attempted to evaluate the effect of this 
diversion, but it seems to me that the Report tends ‘0 seriously under- 
state the magnitude of this diversion. ' 
In the first place, it would be my judgment that pracueuiey, all 
private pension plans now existing which require a contribution from 
employees of 5% of earnings will undoubtedly be integrated with the 
Canada Pension Plan in such a way that the total employee contribution ie 
under both plans will not be increased with the result that considerable 
sums will be diverted from private investment channels to the public 
purse. Secondly, in the evaluation made in the Economic Report, it 
was assumed that there would be no increase in the level of contribu- 
tions required after 1985. In other words, the Report examined the 
situation as though the fund would eventually fall into deficit “ahora hi 
of course, is not contemplated. 

For both these reasons, I believe that the Economic Report has 
tended to minimize what many people think is a serious effect on the 
economy of the introduction of the Canada Pension Plan. 
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SUBMISSION TO THE SPECIAL JOINT COMMITTEE OF THE 
SENATE AND HOUSE OF COMMONS ON THE 
CANADA PENSION PLAN 
JANUARY 1965 


Donald C. MacGregor 


32 St. Andrew’s Gardens, 
Toronto 5, Ontario. 
January 8, 1965. 

To the Co-Chairmen and Members of the 

Special Joint Committee of the Senate and 

House of Commons on the Canada Pension Plan. 


Dear Mesdames and Sirs: 


A submission to your Joint Committee is attached. 


I send it solely as my personal submission. It is not intended to represent — 
the views of the University of Toronto nor of its Staff Association, nor those 
of the Pension Commission of Ontario of which I am a member, nor of any . 
other body. 
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Respectfully submitted, 


Donald C. MacGregor, 
Professor of Economics. 
DCM:b 
Encl. 


SCOPE OF THE SYSTEM 


(1) Coverage of the population for the purpose of contributions. 


The large number of persons contributing, from age 18 up, has been 
mentioned as showing the completeness and effectiveness of the system. Equally 
effective retirement pensions and almost as effective supplementary protection 
could be provided if contributions began at slightly later age (say 22 or even 
25) with an appropriate increase in rate. 

An objection to such an increase in the lower age limit is that employall h 
would have an inducement to prefer younger employees for whom no contribu- 
tion was required. The objection loses its force when it is remembered tha t 
among the youngest workers unemployment is rather high. a 

An age limit higher than 18 offers advantages to the pension administration, 
to employers and to the membership, all without detriment to the level of 
benefits at retirement if contribution rates are higher. An incidental advantage 
of delaying membership would be that most adult immigrants reaching Canada 
in their middle and later 20’s, ages at which more than half of the adult 
arrivals occur, would then be able to qualify for virtually full benefits at 65. 


~g 


(2) Compulsion and the self-employed. 


Despite the compulsion exercised by Section 11, no compulsion wa 
actually be exercised on self-employed persons unless they are obliged t 
file income tax returns (Bill, 31(5) and Evid., p. 235). As far as it goes this 
is as it should be, for it acts to preserve individual freedom of choice fol 
at least some of a group to which the rationale of compulsion, justifiable 10! 
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employees in view of their demands, does not apply. The policy of no com- 
-pulsion also avoids the invidious administrative task of fining or seizing the 
goods, or imprisoning the person, of a man who considers that this form of 
provision for his old age is either superfluous or too costly. 

Whether compulsion is justifiable on grounds of equity when applied to 
the rest of the self-employed, who must file a tax return, is a nice question. 
We seem to be coming to a point, in what is evidently deemed social progress, 
where a man can be punished for failing to save money, provided he earns 
enough for the state to take notice of it. 

In the absence of compulsion the Plan must, however, be protected against 

the abuses that arise from self-selection (i.e., selection by the individual of 
what and when he will pay with a view to “milking” the plan to his own 
advantage). 
2: 


SCOPE OF EMPLOYERS’ PLANS: A MISUNDERSTANDING 


Closely related to 1(1) is a common misinterpretation of the scope of 
employers’ pension plans. Many workers who are not covered nevertheless 
work for an employer who has a plan, a fact that has been interpreted to mean 
that the plan permanently excludes them. As a rule, however, the non-members 
become members as their period of service increases or as they become older, 
provided they remain with the same employer. In 1960 the D.B.S. non-financial 
survey found that in addition to 1,422,000 members (male) of plans there were 
506,000 non-members working in the same organizations. Of these non-members 
only about one in eight, or 61,500, were permanently ineligible. Of the remain- 
ing 444,000, some 250,500 were temporarily ineligible while 194,000 were 
voluntarily outside the plans because they had elected not to join. As to females, 
there were 393,000 members and 352,000 non-members. Of the non-members 
129,000 permanently ineligible and 132,000 temporarily so, while 91,000 elected 
not to join. 


3. 
CONTRIBUTIONS AND THE FISCAL SYSTEM 


(1) The proposed system of contributions, earmarked for the use of the 
Plan, at first sight appears wholly to relieve the national Treasury of a burden 
_that might otherwise have been defrayed from ordinary taxation or borrowing. 
The required premiums or charges also have at first sight the appearance of 
‘Saving rather than taxation. Thus, whether looked at from the standpoint of 
the Treasury or of the public, the system has the appearance of insurance and 
saving rather than of taxation. Here, one might say, is a self-supporting system 
ba won’t trouble the tax-gatherer, and won’t be troubled by him. 


eS 


The actual outcome is likely to be less simple and agreeable on both sides. 
The national Treasury will find that an additional levy on income of about $425 
‘million in 1966, equal to almost a fifth of the yield of the personal income tax 
and over and above the yield of the existing Old Age Security levy, which 
amounts to another fifth, may make it more difficult (if not impossible) to gain 
further revenue for general purposes from the income tax, and may even 
‘precipitate demands for its reduction. I say may rather than will, because if 
the Canada Plan contributions were not associated in the public’s mind with 
taxation or tax collectors they would be less likely, in my opinion, to act as a 
barrier to future increases of income tax or other taxation. 

This brings us to the question: how far will individuals and employers 
regard this apparently autonomous pension plan as tinged with fiscal colours? 
'|Since, for reasons of administrative economy, the income tax authorities are 


, to undertake collection of contributions from self-employed individuals, it 
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- received by their own employees. In other words each employer’s share goes 


utilized for paying a cash benefit from the plan to some eligible recipient as 


is that it may indirectly and gradually bring less agreeable results, but it i 


‘es 
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follows that as much as 15 per cent of the sphtrieuHee pupiatien will be 
dealing directly with the tax gatherer. The rest of the contributing populatior 
will be employees and they will have no direct relations with the tax author: 
except perhaps in the matter of refunds, which are to be extraordina 
numerous. It is nice when one finally gets the refund cheque but if the wa a 
long or the required negotiations are difficult the millions of individuals involve od 
may not find the experience particularly satisfying. If their contact is with 
National Revenue unfavourable associations with taxation are likely to deve 
It is employers who will have the most contact with the tax author! 
since they act as collecting agents, standing between their workers and 
Treasury as well as paying their own dollar-for-dollar contributions. to - 
tax authority. They have been told, correctly, that in this plan their con- 
tributions are not necessarily associated with the amount of pension to be 


“into the pot,” the only restriction on its use being that the moneys are to be 


Parliament may from time to time determine. Under this procedure the em- 
ployer’s contribution loses its character as a premium and becomes virtually 
a tax on the labour services it buys, the chief difference being that purchaser ae 
rather than vendor remits the levy to government. 
Firm A, which employs mainly middle-aged and elderly people can lool 
on this ea complacency since its retiring workers over the next two or three 3 
decades will receive benefits that are very large compared with the contributions 
it pays, but another firm, B, which employs mainly the young will find, if i it 
looks into the matter, that its contributions are being diverted as a cross- 
subsidy to pay the relatively large, more or less instant, pensions of firm A. 
It may be added that a growing province, which usually has a high proportion 1 
of young workers, will resemble firm B while a more or less static province 
will resemble A, as regards the ultimate destination of the employer’s share. — 
If the employer’ s portion comes to be regarded as almost pure taxation aot 
only in his eyes but in the eyes of labour, one may speculate as to the effect 
on labour negotiations. . 
A general impression to which this section leads is that while the statutor ry 
outer garment or skirt of the system has an agreeable appearance when om ‘st 
tried on, the fiscal slip will soon begin to show below. q 
One long-term consequence, for individuals, is that the income tax :; 
will now close around them permanently, at the same time bringing a goo 
many new faces into the tax gatherer’ s ken. 
The situations discussed here arise from the benefit formula of the nensidl 
plan and from the proposed method of administering contributions. The adm 
istration is designed to realize direct and immediate economies; my suggestior 


clearly difficult to compare the two. a o 


(2) Exemption of the first $600 of earnings from the rateable income is é 
measure that can be defended on grounds of equity but which seems to lea 
to disproportionate administrative difficulties. Good laws in this field re: 
from compromises between the conflicting claims of equity on the one hane 
and of convenience and economy on the other. 

The size of the exemption is not enough to conserve the potentialities 
the personal income tax in the lower brackets, for which I have shown concer! 
above. a 


(3) A persistent problem will be “when to raise the contribution rate?” 
In the Bill much attention has been given to the popular and rather “sim Ky 
subject of raising benefit rates by formula but we are left without a formul 
or an administrative or deliberative procedure directed to securing adequat 
contributions. Even the Advisory Committee (S. 117) is not specifically ch 
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he inflation-minded authors of the Bill and its supporting actuarial and financial 
tudies, may be to prevent the benefits from sweeping upward like a balloon.) 


4, 
GREATER PRODUCTIVITY DEPENDS ON MORE CAPITAL 


capital employed impose limits on the effectiveness of the economic accomplish- 
“ment of the country. Their relevance for any one use of resources naturally 
“depends on competing demands for other uses, which are many. This has been 
alluded to in the Second Report on Portable Pensions (Ontario), pages 4(a) 
and 103 and in Coward, Pensions in Canada, pages 68-69 and 76, par. 3. 


y 


It is not usually realized that increases in production per head usually 
depend on the utilization of more as well as better capital. The average require- 
‘ment of capital of all kinds for an average family of four in Canada is about 
$50,000, a sum which considerably exceeds the saving power of the average 
family Ceti Coward, Pensions in Canada, p. 70, table). 


cm | 5. 
" BENEFITS 


(1) The early commencement of benefits, and the resulting large outpay- 


| of the proposed system. The appeal, which is the promise of a life income of 
gl 25 a year from age 65 in return for a single combined premium of 3.6% of 


in the first year at a cost of $158.40, which is 13.2% of $1,200.00. On this basis 
‘there is a subsidy from within the Plan of 86.8% at the outset or, if interest 
| on the contributions during the first year before outpayments begin, of a trifle 
less. The same proportion of subsidy applies to persons retiring at the specified 
| ages (69, 68, etc. as in S.66) at the end of any one of the first ten years from 
the time the Plan begins to collect contributions. After that time the number 
| of contribution years required to gain the same benefit increases at one per 


‘a limited number of years of low or zero earnings. As the length of the required 
contributory period increases the proportion of cross subsidy diminishes but it 
| is evident that as regards the required total of contributions and cost per dollar 
; of pensions the plan does not mature until the end of the first 47 years of 
contributions. This may be compared with a maturity period on the side of 
benefits of 10 years. The term maturity period, if used without designating 
| which period it refers to, is therefore ambiguous. If, as a matter of convention, 
be taken to refer solely to the 10-year benefit period it is then necessary to 
find a new term to refer to the 47-year contribution period. 


1, Quotations of the lump sum cost differ slightly since they depend on the estimated average 
“remaining years of life for those reaching their 65th birthday (expectation of life at age 
65). On the basis of the widely used 1955 Annuity Table the cost of $125 a year would be, at 
ee: cent, about $1,280, based on an expectation of life of 14.31 years. If, instead, we use 
latest D.B.S. calculations for males (based on ages of the male population in Census of 
lL and on an average of deaths in 1960, 1961 and 1962) which give 13.53 years as the expecta- 
.at 65 for all Canada and 13.16 years as that for Quebec, the lump sum cost is less. 

i “lf no interest be allowed the cost is more, Minch ie the product of the annual pension 


(1) The future levels of production, relative to the amounts of labour and © 


: ‘ment per dollar of contributions comprise Batty the appeal and the weaknesses © 


$4, 400, or $158.40, can be expressed in other words: an annuity, the lump-sum 
cost of which (for aman) at 4 per cent would be about $1,200.00,1 is to be sold | 


| year for the next 37 years, subject to the drop-out provision for disregarding 
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The weaknesses arising from early payment of benefits, in a system which 
is represented as contributory and self-sustaining, are mainly as follows: — 


(a) By requiring payment of only about one-eighth of the average cost 
over the first decade and by failing to reach the full contribution 
rate until 37 years thereafter the public is given a false impression 1 
of the true cost of contributory pensions and is encouraged to 
demand more and more pension on this basis as long as the “bargain 1 

_ sale” continues to offer noticeably good value, say for the first 25 
years. 4 


Similar demands have already been made for across-the-board increases 
in the universal (O.A.S.) pension. The fact that small tax increases im-_ 
mediately follow the resulting increases in the O.A.S. is a trivial deterrent to 
those who are to get the higher pension at once or within a few years, and of ; 
only minor consequence to younger persons since more than half of the ! 
O.A.S. taxes are hidden. me 

As the nation already has, therefore, a pension system in which the 
method of imposing the cost is a very weak deterrent of further demands, it 
is the more important that a “second-deck” of pension should contain a more 
effective deterrent. At first sight the increase in the combined contribution rate — 
from 2 to 3.6 per cent is an important move in this direction but against it 
should be set the increase in the estimated benefits payable. The following 
table shows estimated benefits after nine years, in the first Bill and the second. | 


a 
Payable 1974 Payable 1975 
Bill C-75, March 1964. Bill C-136, Nov. 1964. 
Actuarial Rept., 30/8/63, Actuarial Rept., 6/11/64, 
p. 8, Table 2. p. 15, Table 2 a 
(in millions of $) Wy 
Age Retirement Pensions 1 Hie3 162.7 
Disability Pensions 62.8 
Widows’ and 
Widowers’ Pensions 2S 88.5 
Orphans’ Pensions Sy EE 
Death Benefits . 19.7 
Administration + 17.6 
TOTAL 189.6 388.4 a 
*“A sed Survivors.” +Not shown. qq 


(b) It is possible that the new directions in which benefits are to be pro- 
vided, indicated in the above table, will serve as so many more 
opportunities to influence the electorate with its own money in the 
name of welfare, by promising more. Until March 1964 there was 
one opportunity, the O.A.S.; then there were two more under the 
first Canada Pension Plan of 1963-64 and now there are a further 
three under second Canada Plan, making six as compared with 
one. The outcome will partly depend on the response of the prov- 
inces, which already give aid in several of these fields, in pa rt 
with federal assistance. q 


(2) The provision of a death benefit or refund is in accord with custom. 
In other pension plans it is usually as great as the individual’s own contribu- 
tions and in some cases as much as the combined contribution with interest 
The advantage of the practice is obvious despite the added cost to the i ind 
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it is alloyed by the resulting income tax which may be considerable al- 
ugh the benefit is taxed at a lower rate than ordinary income. The tax 
pect offers justification for providing a small benefit, since equivalent com- 
ensation can be provided (but not in all situations) by group life insurance. 


_ (8) The Canada Plan’s provision of annuities for widows. and certain 
idowers, and surviving dependent children likewise has a precedent in some 
en ployers’ plans and is available as an option in others. The most widely used 
protection for survivors is probably the last survivor provision applicable to an 
annuity that is in payment. If a pension provides for survivors without either 


( rain on the revenues of the Plan than an ordinary pension, indicating that there 
is a cross subsidy presumably at the expense of single people and those without 
dependent children, both of whom, along with the employer, are obliged to pay 
more than otherwise. As there is a much larger cross-subsidy in favour of all 
those retiring for some decades to come the cross-subsidy in question adds only 
slightly to the size of the subsidy as a whole and the comments already directed 
to the one refer equally to the other. That it is good to make provision for 
survivors is not questioned; what is questioned is who should foot the bill, 
especially when the cost rises in future, and whether some of those who are 
called upon to pay more because others benefit more may not have equally valid 
claims which are not recognized. One may suggest the case of an unmarried 
daughter who is supporting parents, sisters, or aunts; in the event that such a 
daughter dies before or very soon after retirement the only resulting claim on 
the Canada Plan will be the death benefit, which cannot be much more than her 
funeral expenses. | 
The arbitrary element in arrangements which thus compel contribution, 
ut restrict benefit without regard for equality of treatment deserves close 
attention. I am not much impressed with the common reply that the benefits 
Sranted are all the protection that has been paid for. The answer to this is 
that in the unmarried daughter’s case she should and probably would have paid 
for a different type of contract, if she had been free to do so, in which the 


(4) The payment of virtually free pensions to those retiring in early years 
Mf the plan has been likened to the provision of past service pensions. I have 
already dealt with this in the Coward volume on page 64 and 65. Here I wish 
only to emphasize the position, taken there, that if further past service benefit 
S to be provided, over and above that now provided by the O.A.S. and 
>xisting supplements to it, it should be paid for out of the tax system as a 
whole, from higher incomes as well as from those under $5,000, and from in- 
vestment income as well as from labour income, instead of wholly by cross- 
subsidy out of combined contributions, which is in part at the ultimate expense 
pf the young and the unborn. What I advocate is subject to whatever limits on 
che size of the fund may be deemed appropriate for economic and prudential 
‘easons. 


vest, from those aged 65 and under 70, is hard to justify. It is doubtful equity 


since a person who has income from rents or other investments may draw his 
presently permitted earnings of $900 (Sec. 69; made intelligible in the Evidence, 
. 321) are decidedly low. It conduces to misrepresentation among some and to 
idleness among others. The best thing that can be said for it is that the loss of 
/ncome is graduated in one step, earnings over $900 and under $1,500 attracting 
\ pension loss of only 50¢ per $1.00 of income. 

| The argument that other countries have employed this method does not 
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ection in pension or an increase in prior contributions it imposes a heavier 


(5) Retirement Test. The withholding of benefit by this, a species of means — 


ull pension from age 65. It will be especially hard to administer since the 


Ay 
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(6) May I draw attention to the lack of an age-adjustment for the benefit 
scale in the Canada Plan between the ages of 65 and 70. This, taken with the 
presence of a retirement test, suggests that the government favours a policy 
of discouraging people from working even at self-employment after reaching 
65. 


$ ‘on 


6. 
LEE OFFICIAL FORECAST OF CREEPING INFLATION 


(1) In both the second Actuarial Report (6 Nov. 1964) and in the subs i 
sequent study of Economic Implications (10 Dec. 1964) it is assumed that the 
cost of living will, on the average, rise 14 per cent per annum for the man ry 
years of the forecast period. The second Actuarial Report also envisages thea 
possibility that the cost of living may increase more rapidly, in the neighbour-_ <a 
hood, it appears, of 2 to 24 per cent per annum, leading to an upward movement i 

of money earnings averaging 4 per cent. The difference between 4 and 23 
reflects increases of earnings made possible by higher productivity. In all cases rt 
the figures imply compounded rather than simple rates of growth. - 

The first Actuarial Report (30 Aug. 1963) makes a similar assumption as. e 
to rising money earnings but is less specific as to the rise of prices implied 
in it. It assumes that earnings will rise at a rate of 3 per cent compounded. a 

When I came upon the 3 per cent assumption in the first Actuarial Report, 
I noted it marginally, raised an eyebrow, and passed on. I recalled that many — 
actuaries neither know nor care much about economics or history as the faulty 
assumptions on the future of interest rates made by most of them in the period | 
1920 to 1930 illustrate eloquently, and supposed they did not bother to discuss 
their assumption with others. It is now clear that they are not alone in this 
assumption and that it is the expectation if not the deliberate intention of 
the Minister of Finance that prolonged creeping inflation, averaging at least 
14 per cent a year, compounded, and possibly rising to 2 per cent after about 
1975, is to take place. 

This is a remarkable prognostication. We are left in doubt whether thea } 
forecast will set in motion forces tending to confirm it or perhaps to exceed 
it. There is also doubt whether the forecast was made as a form of arriére 
pensée with a view to indicating by indirection the probable consequences Op 
recent policies. 2: 

If this is really to be the future of Canadian prices one may inquire how 
long it will take for the long-term rate on Canada bonds to reach 6 per 
cent, and other bonds in proportion, for I do not think the prospects of inflation — 
in the past four years have been such that the market is already discounting, 
in long-term bond prices, an inflation of 14 per cent yearly. itt 

There are undoubtedly a few advantages in gradually rising commodity 
prices, to be set off against the many disadvantages, but the advantages woul ‘/ 
for the most part be lost if the inflation were a certainty. Rising wages a 
other costs would press unusually heavily against prices, both hastening the 
rise and pricing labour and goods out of the market, thereby dislocating the 
economy and darkening the expectation of high employment and output. If 
other countries foresee and strive successfully for less inflation than Canada, 
the implications for the Canadian dollar and for those who have borrowed 
abroad deserve serious attention. The implications for provinces and munici- 
palities are especially grave, not only as to their debts but their revenues. There 
are also implications for the Bank of Canada that I need not dwell on here. 

Repetition of the assumption of creeping inflation in the three document 
mentioned can no longer be ascribed to inadvertence. The announcement of 
what the government contemplates has now been made too often for responsib. le 
opinion to ignore the statement in the hope that it will die quietly. 
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ae 
HEAVY ADMINISTRATIVE WORK FOR REFUNDS, ETC. 


Pe (1) Both the Bill and the hearings indicate an enormous number of re- 
funds and of adjustments arising from payment of interim benefits. Civil 
servants who appeared before the Joint Committee took a rather light view of 
the matter and stressed the low overall rates of administrative cost to total 
money turnover. This is not the whole story, however, since a single un- 
mechanized human being is on the opposite side of every one of these changes. 
He may have to take one and possibly several steps, by methods unfamiliar to 
him, to secure the required adjustment. What is easy and routine and a source 
of livelihood for a government staff may mean wrath, anxiety and agony for 
him. 

Refunds, because occasion for them may arise many times in a person’s 
life, seem to be much the most serious problem and careful consideration 
should be given to any changes in the Bill that hold promise of avoiding a 
large proportion of them. An age limit higher than 18, as pointed out in part 
1(1) above, might be such a change, while elimination of the $600 exemption 
is another. Excess contributions, from income over $5,000, might be dealt with 
by several methods which would lump them together for refund at noticeable 
intervals. One might even go farther and aggregate small excess payments into 
a surplus refundable on death or retirement, whichever comes first, unless 
demand for payment were made. 
| The best method would be to simplify the scheme of accumulation to avoid 
occasions for refund and minimize the cost of compliance on the part of con- 
tributors. 


8. 
CRITERIA OF EFFICIENCY OF THE PLAN 


(1) Four criteria of the Plan’s efficiency which are stressed by its advocates 
are: 

(a) the early appearance of substantial benefits; 

(b) the low ratio of administrative cost to total rateable earnings (not 
contributions) of the membership; 

(c) the high proportion of the population which will be covered for 
benefits, and 

(d) the high proportion which will be contributing. 


Four other criteria deserve consideration; first the cost to contributors per 
dollar of pension gained, with and without allowance for interest otherwise 
obtainable on the sums contributed; second, the lowness of the percentage of 
the working population on the contributory rolls, to produce a given pension 
‘(cf. Part 1 above); third, the ratio of administrative expense to contributions 
jor to contributions plus benefits, which is the customary way of making the 
comparison. As to the third, the method of presenting administrative cost in the 
second Actuarial Report, while it parallels the other percentages shown, is not 
.a percentage of much interest and in my own case it was some time before I 
realized that I had placed the wrong construction upon it. Expenses are expected 
to be about 3 per cent of the contributions over the first ten years. 

A fourth criterion is the extent of complementarity with the Canadian 
situation, as to pension needs and existing arrangements for meeting them, 
jand as to the Canadian economic, geographical and political setting. Possibilities 
of duplication and of conflict should be considered. 


$7,000 and $8,000 million in 1985. Increments to the fund in the neighbour- 


the fund is expected to cease during the next five-year period and to be 


Superannuation Plan at the end of 1957 were $1,984 million and a year later 
_ those under the Ontario teachers’ plan were $642 million. Both figures are 


for the assets are sometimes regarded by members of a plan as though the: 
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proposed a year ago, to between $4,000 and $5,000 million in 1975 and pete 
hood of $400 million per annum are expected in the first 15 years. Growtl 


lowed by a steady decline thereafter unless and until the contribution rate is 
raised. An eventual increase in contribution rate is unavoidable. 

While in its period of growth the fund seems to become distinctly larga 
its size must be considered partly in comparative terms. It must be conside od, 
that is to say, in relation to the rising totals of incomings and outgoings of 
the Plan (Actuarial Report of Nov. 6, Table 8, p. 18) and also in relation to 
the aggregate labour income and national product as shown in the Study . 
Economic Implications (p. 3). By the year 1975 the dollar values of the labou ar 
income and national product are expected to have risen by about 75 per cen it, 
and by 1985 by more than 300 per cent, compared with 1966. It is altogether 
probable that the demand for capital finde will have risen in proportion and ~ 
indeed it may well be a necessary condition of this great expansion that it rise 
more than in proportion, although that will depend on the character of future 
technical progress which I would not care even to guess. It is sufficient to re 
mark that future sums expressed in thousands of millions (billions) which may 
seem large today will not bulk so large after the whole economy has added a 
couple of decades of growth. 

Furthermore the size of the Fund is not large in relation to its moun 
obligations. As the obligations are not presented in terms of their present or 
discounted values, however, no comparison is possible. The total liability would 
eventually reach tens of billions of dollars but not until the whole economy 
was much larger than to-day. E 

By way of illustration the obligations under the Federal Government’s 


now much larger. ae 

It would be of interest to have, in rough figures, the estimated capital va lue 
of the obligations in 1980 for comparison with the expected size of the fun id 
at that time. . 

More pertinent is the size of pension fund assets in relation to all asset 
eligible for investment within the country. Two years ago the assets of pens 1 
funds (about $8,000 million, including some stock) equalled about one- seve 
of outstanding bonds and mortgages in Canada (not all of which would k be 
eligible), some of the claims of government plans not however being represent ed 
by government securities. As the country grows the eligible assets will 
grow, and the estimated totals of a fund twenty or thirty years hence will nol 
appear nearly as large when compared with the other and larger mast 
of that time. 

I foresee little danger of a larger Fund, arising from an early incre; 3€ 
of contribution rates, proving too big to be effectively utilized, but its adminis 
tration must be appropriate to its extent. a 

The difficulties most likely to arise are of another sort. The first is ° a 
the presence of large assets in a Fund may lead to granting excessive benefits 


were a form of distributable surplus or buried treasure to which they (i€ 
those soon to retire) are justly entitled. Even teachers, who should know be te 
have been known to take the attitude that the Fund should be “milked”. Whe 
nae plan is under Bayon supervision there has been a tendenc y fc 
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: th the Fund’s purpose. The aspects mentioned in this paragraph did 
, receive appropriate attention in my contribution to the Coward Volume 


if if The second difficulty is that if the managers of the Fund are free to, or 
ok liged to, place the moneys in their own government’s securities the earning 


( Jntario legislation governing employers’ pension plans restricts such use of 
‘private pension moneys. In a large public plan the channeling of great. sums 
to a particular borrower or class of borrowers might lead to a disproportionate 
“flow of capital in that direction, to the detriment of other users of capital. 
Sometimes referred to as the canalization of funds, this is by no means a new 
problem. Improvements in the organization of the capital market and in the 
Ba ndaying legislative controls have been doing something to reduce canali- 
“zation in commercial banking, life insurance and trust companies, and many 
people regard these changes as highly constructive. It would be unfortunate 
hee the trend to improvement were reversed as a result of federal pension 
legislation. 
If there are to be a number of provinces administering pension moneys, 
instead of a single national administration, the weaknesses of canalizing will 
at least be reduced by diversified management. The sums to be forthcoming are, 
i owever, decidedly large when compared with recent levels of provincial bor- 
“rowing (Economic Implications study, p. 16, and App. E) and it may be hoped 
that the provinces will indirectly make enough moneys available for municipal 
issues and possibly housing to oblige them to submit some of their own borrow- 
ings to the judgement of the capital market. 
Since the flows of pension moneys are thus large in relation to provincial 
; borrowing it follows that if the Fund (at present contribution rates) begins to 
‘decline as expected, after about 1985, going down more and more quickly after 
a few years and soon reaching zero as estimated on page 22 of the second 
Actuarial Report, the provinces would be forced to enter the capital markets 
on a large and continuing scale with refunding issues designed to repay all 
‘their debts to the fund over a few years. As they would no doubt be borrowing 
| or new capital outlays also, their. demand for market funds might become 


a the contribution rates to the Plan should be raised at about this time if 
i not earlier, to avoid any significant reduction of the Fund. 

Kod The best outcome for the provinces and for the nation should be reached 
k y (1) devising a more autonomous and stronger administration of pension 


| templated, and (3) a more rapid growth of the Fund (probably) after the 
first four or five years, by way of higher contribution rates. 


interesting study of Economic Implications, dated 10 December last, issued 
over the name of the Department of Finance. Before taking leave of the study 
may I express my regret over its preoccupation with the very short run, neglect 
of the frustrated long-term development and savings that would otherwise 
; have occurred in field of private plans, its lack of attention to possible influences 
1 n international capital transactions, and the apparent endorsement of creeping 


inflation of at least 14 per cent annually. 


es 


} In this part of my submission there have been several references to the — 
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(Meetings held after adjournment of the House) 


MINUTES OF PROCEEDINGS 


ie THURSDAY, January 14, 1965. 
i (24 
ve ) 
The Special Joint Committee of the Senate and of the House of Commons — 


on the Canada Pension Plan met at 10:10 o’clock am. this day. The Joint 
Chairman of the Senate section, Senator Fergusson, presided. 


_ Members present: 


ve 
s 


Representing the Senate: Honourable Senators Boucher, Croll, Denis, 
Fergusson, Lefrancois, McCutcheon, Smith (Kamloops), Smith (Queens-Shel- 
burne), Stambaugh (9). 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
Basford, Cameron (High Park), Cantelon Cashin, Chatterton, Céoté (Lon- 
gueuil), Francis, Gray, Gundlock, Howe (Wellington-Huron), Knowles, La- 
verdiére, Leboe, Lloyd, Macaluso, Monteith, Morison, Munro, Prittie (21). 


me In attendance: Mr. W. M. Anderson, F.S.A., Chairman of the North 
American Life Assurance Company of Canada, of Toronto, Ontario. 


_ Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this 
Committee. 
_ The Joint Chairman opened the meeting and invited the witness to make 
a preliminary statement before being questioned. 

On motion of Senator Croll, seconded by Mr. Francis, 


: Resolved,—That the brief submitted by Mr. W. M. Anderson be printed 
\ an appendix to this day’s Minutes of Proceedings and Evidence. 


_ (See Appendix A7) 


iH The examination of the witness continuing, at 12:30 o’clock p.m. the Com- 
Mittee adjourned until 2:30 o’clock p.m. this day. 


AFTERNOON SITTING 
(25) 


The Special Joint Committee of the Senate and of the House of Commons 
‘on the Canada Pension plan reconvened at 2:35 o’clock p.m. this day. The 
Joint Chairman of the House of Commons section, Mr. Cameron (High Park) 
‘presided. | 


: _ Members present: 


_ Representing the Senate: Honourable Senators Blois, Croll, Denis, Fer- 
‘gusson, Lefrancois, McCutcheon, Smith (Kamloops), Smith (Queens-Shel- 
burne), Stambaugh (9). 


| Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
Basford, Cameron (High Park), Cantelon, Cashin, Chatterton, Cdoté (Lon- 
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gueuil), Francis, Gray, Howe (Wellington-Huron), Knowles, Laverdiére, Leboe, 
Lloyd, Macaluso, Monteith, Morison, Munro, Prittie (20). a. 


In attendance: Same as at this morning’s sittings, and Mr. Robert I 
Meyers, Chief Actuary, Social Security Administration of U.S.A. 


The Joint Chairman introduced Mr. Meyers who read a prepared state-_ 
ment and was questioned thereon. e 

At the request of Senator McCutcheon, the Committee agreed unanimously | 
that reprints of Periodicals quoted by Mr. Meyers be appended to the Evidence - 
as soon as available for publication. 

The examination of the witness continuing, at 5:20 o’clock p.m. the Com- : 
mittee adjourned until 8:00 o’clock p.m. this day. } 


D. E. Levesque, 
Clerk of the Committee pro tem. 


: ae i. a 


EVENING SITTING 
(26) 
The Special Joint Committee of the Senate and of the House of Commo 


on the Canada Pension Plan reassembled at 8:10 o’clock p.m. this day. The 

Joint Chairman of the House of Commons section, Mr. Cameron (High Park), Z 
se 
Mi 


ak 
Ee 


é 
. 


presided. 


Members present: } 


Representing the Senate: Honourable Senators Denis, Fergusson, Lefran-— 
cois, Smith (Kamloops), Stambaugh (5). Bs 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, P 
Basford, Cameron (High Park), Cantelon, Cashin, Chatterton, Cdté (Lon- — 
gueuil), Gundlock, Howe (Wellington-Huron), Knowles, Lloyd, Morison, — 
Munro, Perron, Prittie (16). ¥ 


In attendance: Messrs. D. Sheppard, Assistant Deputy Minister of Na- a 
tional Revenue; J. E. E. Osborne, Technical Adviser to this Committee; and — 
from Retail Council of Canada: Messrs. A. J. McKichan, General Mane 


aay 


Vice-President, Personnel, Dominion Stores Ltd., and Chairman of Retai i 
Council Employees’ Relations Committee; Paeerine Freiman, President . 
Avid: Freiman tae, Ottawa, and Director of Retail Council of Canada. 


by Retail Council of Canada, for the following corrections to be made to hel % 
brief submitted previously for distribution, namely: 


On page 8, paragraph 25(b): 
Line 4—Delete word “both”. 


Line 6—Insert period after word ‘Plan’’. 


of financing’’. 13 
(Said corrections have been made in the said brief—See Issue Ne 0. 
14, Appendix A8). ye 


De 


Mr. McKichan was introduced and invited to make a preliminary state- 
ment. 
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The Committee agreed unanimously that the brief submitted previously 
by Retail Council of Canada be printed as an appendix to this day’s Minutes 
of Proceedings and Evidence. 


(See Appendix A8) 


The examination of the witnesses being completed; the Joint Chairman 
thanked them for their contribution and they retired. 


At 10:00 o’clock p.m. the Committee adjourned until 10:00 o’clock a.m 
Friday, January 15, 1965. 


Maxime Guitard, 
Clerk of the Committee. 
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EVIDENCE 


THURSDAY, J anuary 14, 1965. 


The CHarrmMaAN (Hon. Mrs. Fergusson): Mrs. Rideout and gentlemen, we 
have a quorum and we will begin. 

§ Mr. MONTEITH: Madam Chairman, might I inquire whether you have any 
information about when we are going to get our minutes of previous meetings. 

Mr. CAMERON (High Park): We have the minutes for December 11. The 
others are on the desk waiting to go to the printer this morning. 
Mr. MONTEITH: You are putting in two meetings as one? 

Mr. Cameron (High Park): Two meetings, I think, yes. I cannot tell you 
exactly, but there are two folders and I imagine they are for Tuesday and Wed- 

nesday. 

Mr. CHATTERTON: How long will it take before we get them? 

Mr. CAMERON (High Park): We are just checking now. Mr. Dimock has to 

come back and check the evidence to see that it is in a proper form to go to 

the printer. 
__ Mr. Lioyp: I would like to be assured that, in your arrangements for re- 
viewing minutes, we are not taking too much time. I am a little concerned 
about that. It is all very well to be courteous and give people an opportunity 
to do this, but I would not like it to be done if it were to result in long delays. 
Mr. CamMERON (High Park): The chief of the committee branch tells me 
they will be in the hands of the printer by twelve o’clock today. 

Mr. CHATTERTON: How long will they be then? 
| Mr. Cameron (High Park): I cannot tell you but it should not take too 
long. 
_ Mr. CanTEton: If we are ready to start this morning, I have a question 
I would like to ask immediately if I may. 

The CHAIRMAN (Hon. Mrs. Fergusson): You may. 

_ Mr. CaANnTELON: I read Mr. Anderson’s brief with great interest, and perhaps 
it is because I am not sufficiently educated that I found the first few pages very 
difficult to follow. I do not find it difficult when he comes to concrete matters, 
but the first few pages were difficult to follow. I hope this morning he will 
define for us the basis on which he founds his discussion. I ask this purely for 
my own sake because I find it very difficult to follow. 

_ The CHAIRMAN (Hon. Mrs. Fergusson): I am sure Mr. Anderson will make 
“it clear when he gives his evidence. 

. 9 We are very fortunate to have Mr. Anderson as our witness today. Some of 
/you will remember that he was one of the most important witnesses before the 
|King-Lesage committee in 1950. He has a great knowledge of the matters we 
are studying. 

| __- I would like to tell you a little about him because I have known him and 
have great admiration for him, and I would like to share with you a little of 
what I know about him. 

| After taking his B.A. in mathematics at Toronto, Mr. Anderson entered 
the employ of the North American Life Assurance Co. in 1924. He steadily 
proceeded through promotions until he became Peeenant in 1955, which he 
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Mr. Anderson has taken a great deal of interest in things outside his work. 
At present he is vice chairman of the Ontario Cancer Institute; and when Ii was 
fortunate enough to meet him he was chairman of the executive committee of 
the Canadian Welfare Council, which position he held for seven years at least, 
You might also be interested to know that he was president of the Society | 
of Actuaries, and I believe that only two Canadians have ever held this posi-— 
tion; one is Mr. Anderson and the other is Mr. Holmes, from whom we heard — 
yesterday. I think this will give you an idea of the importance of the evidence ‘ 
that Mr. Anderson is going to give us. fi 

Before I call on Mr. Anderson I would like to know if someone would make _ 


a motion that we put his brief in the minutes. a 
Hon. Mr. Crouu: I so move. oi 
Mr. FRANCIS: I second the motion. " 
The CHAIRMAN (Hon. Mrs. Fergusson): It has been moved by Senator Croll : 


and seconded by Mr. Lloyd Francis that Mr. Anderson’s brief be placed in the 
minutes. Are you ready for the question? All in favour? Opposed? 
Motion agreed to. ne 
Hon. Mr. McCutTcHEON: Madam Chairman, before we continue there is one . 
point I would like to raise. Professor MacGregor apparently was unable to — E 
attend. We have had his brief and it is one that I think should be incorporated _ 
into the minutes. a 
Mr. KNOWLES: It was incorporated yesterday. ie 


Hon. Mr. McCurTcHeon: That is good. I apologize; I did not know. 


The CHAIRMAN (Hon. Mrs. Fergusson): I would ask Mr. Anderson if hel fe q 
ibe 


would speak to us on his brief. 
Mr. W. M. ANDERSON (Chairman, North American Life Assurance Co.): — 
Madam Chairman, Mrs. Rideout and gentlemen, may I thank the committee a 
for having invited me to appear personally in order to express some of my views 
in connection with your problems and to answer any questions which you — a 
may have and wish to put to me. mM 
I think I should emphasize that I am appearing as an individual. I do 
not want any of my views to be regarded as being necessarily held either by © 4 
my company or by any organization with which I am connected. I come to you o 
as a person who has spent over 40 years studying various problems in the 
field of social security and the allied fields of private insurance, saving, pensions 
taxation, national accounts, and other economic problems. x 
I must thank you very much for having been gracious enough to accep : 
this paper, which I prepared fairly recently, in lieu of asking me to prepa” 4 
another brief for filing here. 4 
Before I begin, Madam Chairman, may I make one very mild correctiain 
to your introduction? You described me as being president of North American 
Life. For the last two years I have been chairman. w 
Hon. Mr. McCuTcHEon: Semiretired! 4 
Mr. ANDERSON: More of an individual, let us say, Senator McCutcheon. a 
Mr. Cantelon has already referred to the difficulties that he had with the 
first few pages of the paper, and I must confess that I have difficulties with them 
myself. They were remarks that were extracted from, and summarized in 
relation to, another paper which I had prepared several years ago and which ¥ 
the royal commission on taxation accepted a year ago in lieu of a brief. ; 
While I would be delighted to spend some time explaining some of the views re 
which I hold in the general field of redistribution of income, that is the net "4 
pattern achieved by income taxes and income transfers, I am afraid that 
it would not leave enough time, Madam Chairman, for discussions related 


| 
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| 
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to your more immediate problem. I would be very happy at any time with 
any of you to talk at length in connection with that matter. 

You will recall that the paper moves fairly rapidly into the kind of 
distinction that exists in our community between people who have access to 
earnings and people who have not. I have endeavoured to emphasize the kind 
of problem that has been emerging in our country and other countries, and 
the way in which it has such a major impact in relation to retired people, 
because they constitute a very substantial part of those who have not access 
to earnings and also because they live for comparatively long periods without 
such access. 


I stressed in the paper the desirability of recognizing the necessity, if you 
will, of regular patterns of post retirement increases in income so that retired 
people can maintain a position in the community which is in harmony with 
that of the rest of us. In particular, I stressed the desirability of arranging for 
those increases in such a form that they are regular and flat, rather than systems 
of increase that are of a character of percentage increases in certain elements 
of their income, or even in all elements of their income. 


In particular, I spent a lot of time on the possibility of moving toward 
an age-related old age security structure. I do not want to dwell on that at 
‘this point expect to mention two things. The first one is that further work 
which I have done since preparing the paper has strengthened my view that 
in Canada we could justify an age differential of as much as $3 per month per 
year per person in the old age security structure. This, of course, relates to 
material that the dominion bureau of statistics prepared in connection with the 
big population sample study in 1961, which has as yet not been published. 


The second point, of course, is that since no other country has attempted 
to engage in age relationship in this form, except to the mild extent that 
Denmark grants five per cent increases when people reach age 80, I have 
wondered whether the thesis was sound because it had not heretofore been used. 
‘But on further analysis I find that a country must possess a combination of 
characteristics, which I think Canada has, that make this kind of action logical. 
As far as I have been able to tell, I can find no other country that has the 
|necessary conditions precedent to consider the problem of age-related benefits 
as I suggested should be done. 


| When I come to my remarks about the Canada pension plan I think I should 
\preface them by saying that I have never been opposed to earnings related 
‘benefit as such. In my studies of social security over the years I always have 
‘recognized that in certain areas, workmen’s compensation, unemployment in- 
'surance and cash sickness benefits, earnings related benefits, are the only answer 
and they necessarily in those circumstances should be kept as high as is con- 
sistent with the application of good insurance principles. Admittedly, in those 
areas I do take the view that wherever it is practical to do so the government 
‘should take what I call the employer liability approach to the provision of 
earnings related benefits rather than to operate them through a state fund. 


In my view, the priority for earnings related benefits in the case of retire- 
ment is relatively low and certainly does not rank ahead of the question of 
‘having an adequate and satisfactory flat benefit system not only for retirement 
‘but for other contingencies. In the area of disability and survivors’ benefits, over 
the years my view has been that there is little or no priority for incorporating 
jthem in a governmental system except under conditions where the employer 
jliability approach might be used, as it is on occasion in the disability field. I 
-jhave had the feeling that for survivors and the disabled the flat benefit approach 

together with the readily available insurance contracts of various kinds presents 
a better solution. You will have noticed I have emphasized the desirability in 
‘ithe case of earnings related benefits for retirement of linking them as closely 


its 


I mean a situation where earnings related windfalls are supplied in whole or ine 
_ part from individual contributions or from general taxation. It seems to me that 
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as possible to the earnings level at the ages close to retirement rather the ; 
the totality of the covered earnings of the individual. This is on the score 
the major problem facing a state or government or public authority is on 


providing for logical and orderly transition from the earner status to the 


retired status. 7 

I have stressed throughout the paper the desirability of avoiding all forms 
of percentage escalation. In my opinion, percentage escalation is not a good 
instrument in the case of any kind of benefit that can be described as of tk 1e 
windfall type that is not, in fact, paid in in an equivalent value form of t a 
contributions. This attitude relates to flat benefits as well as to earnings related 
windfalls. On the other hand, I must emphasize I believe in what I regard as 
absolute escalation that is the provision for post-retirement increases in absolute 
dollar form, which in my opinion, serves the over-all purpose much better, 
having réepard to the variations in the public benefits and also the variations i n n 
the individuals’ private income levels. a 

Another thing I have stressed, without giving it a name—and I would like 
to give it a name now—is the importance in any system of avoiding even the 
appearance of what I would like to define as “high grading.” By “high grading” 


as along as you have unpaid-for benefits that are earnings related, the system ay 
should be described in sucha way that it is abundantly clear to everyone that t 
these earnings related windfalls come from the employer only. I have sugee dis 
in the paper a double barrelled method of accomplishing this. ah 

I have suggested that this clarity might be achieved by the process of in- 
corporating an explicit component in the benefit structure which consists oe 
the refunding of the individual’s own contribution in equivalent value form. 
I also have suggested that the law should establish two separate accounts, one 


employer’s account. But on the output side, and, much more importantly, it 
should be abundantly clear that all earnings related windfalls are derived 
from the employer’s account. a 

The question as to where refunds come from is different. Depending up 1 
the attitude taken by the government the refunds of employees’ contributio Si 
could come from their own account, but in that kind of accounting the clamou ur 
for contracting out might present a very difficult problem. 

Madam Chairman, I have views in respect of several other areas that ¢ 
not covered directly in the paper. I would be pleased to present them, or alten - 
natively, to entertain questions concerning them. I will mention the headings. 
There is the question of portability versus uniformity, the question of integra- 
tion versus contracting out, the question of the general effect on private savings 
of this plan, the question of the whole principle of what may be called finan 
interchange or actuarial equivalents, or as the British actuaries describe it. 
“one community principle”. This is a view that I indicated in the early part 
the paper, that under conditions where you have payments in one direction § 
in the opposite direction occurring at different times; as long as there iss an 
agreed upon equivalence in value these two can be regarded as offsetting ee ach 
other. I have endeavoured to examine this principle and some of the problem: 
related to the plan in respect of this principle, such as the problem of pro 
opting out of the plan. If you desire later I will make some remarks 1 in this 
connection. 

Some of the other areas that I mention relate to the question of retires men 
tests or earnings tests and the desirability and principle of applying them to a 
windfall benefits, whether earnings related or flat. I have some views wit 
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ard to the question of erent employment. I have some extensive views 
rith regard to the grave problem which we face administratively in respect of 
that might be called legitimate overstatement of earnings. There are a number 
‘different areas where this plan is going to produce earnings overstatements 
: oy individuals, admittedly with additional income tax. It must be remembered 
that part I of Bill C-136 is drafted in the atmosphere of a tax law and the 
Department of National Revenue normally does not mind people overstating 
their earnings, but under conditions where you have the equivalent of a nega- 
tive marginal tax rate this becomes an awkward administrative problem. 

Finally, Madam Chairman, I have one or two comments about the actuarial 
report as well as a comment in respect of its relation to the economic report. 
These are quite independent. Then, there is the compliment I would like to 
pay to Mr. Clarke, to Mr. Bryce and to all their colleagues in respect of these two 
documents. I think they are to be congratulated, and I think the government is 
to be congratulated for having people on its staffs who can prepare documents 
of the type of these two reports. 

I think, Madam Chairman, I would prefer to leave any further comments 
because they may not be comments which the committee would like to hear 
at this time. 

The only other point I wish to make is that in reviewing the Canada pension 
plan legislation I have continually asked myself the question why certain 
things were put in this bill as they were, why certain rates were used and why 
certain amounts were used. There has not seemed to me to be very much 
explanation why different kinds of things have been put into the bill. Of course, 
I have no difficulty in discovering where the different components came from, 
but I do find it difficult to understand why they should be tied together in this 
particular package for use in Canada under conditions where some of them may 
have been lifted out of different contexts from other countries. 

I think that completes my preliminary remarks and I would be pleased to 

a any questions which members may wish to put to me. 

Mr. CHATTERTON: Madam Chairman, I for one would like to hear those other 

views of the witness before we start questioning. 

The CHAIRMAN (Hon. Mrs. Fergusson): What is the feeling of the committee 

in this regard? Is it your desire that the witness give views on the subjects he 

has mentioned or do you think at this time we should move into the question 

period? 

| _ Mr. CHATTERTON: Madam Chairman, in my opinion if he did give these views 
at this time it would put myself and perhaps other members of the committee 

im a better position to put more intelligent questions. 

Mr. Anperson: Are you referring to that point at which I indicated I have 

zertain views in respect of other matters. 

| Mr. CHATTERTON: Yes. 

- Mr. AnpvERSoN: Well, I can do that. I will try to do it very briefly, just © 

4 ndicating the kind of views I have, and then if there are any questions in that 

; eect I will elaborate on them. 

| The CHarrman (Hon. Mrs. Fergusson): If that is agreeable to the conitnitee: 


te 
eB) 7a 
4 Mr. Beh cine In the first ae. I will speak on the question of portability 
7ersus uniformity. It seems to me there is a great deal of confusion here. As far 
iS I can see, uniformity means the process of making a plan consistent between 
he members of that plan at any one time, remembering that no plan, private 
. r public, stands without change for long periods: that it is very rare to see a 
ension plan of any kind that does not go through alterations on various occa- 
n: . The United States plan is possibly a very good example; it is altered 
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very regularly once every two years, nevertheless at ony one time it is con- 
sistent as between its members and therefore it can be regarded as uniform, : 
On the other hand, portability means the process of making sure that an 
individual who has successively been a member of several different plans can 
preserve the several pension rights which he acquires. It has never seemed to > 
me that there is any important virtue in trying to make different plans uniform > 
in order to assist portability. Portability is merely a matter of desire. I think 
almost any actuary in Canada, United Kingdom or United States will tell you 
that there are no problems about portability except the desire to achieve it, 
and it can be achieved quite independently of whether several plans to which a 
person has belonged are uniform or not; in any event they will not be uniform 
over a long period of time. If a man works in one plan during the first half of 
his working life and in another plan in the second half, there is not one chance 
in a hundred that these two plans will be the same because they are operating 
at different periods. 


My second point is on integration and contracting out. If I may put it this 
way, contracting out is merely negative integration, or integration is merely 
negative contracting out; in other words they are the opposite processes de-— 
pending upon which plan does them. All that is happening really is eliminating — 
the overlap that may exist between two plans when the individual belongs to 
them concurrently. The process of getting rid of the overlap is one which can 
be carried out unilaterally by either plan or can be carried out very often by 
joint agreement between the plans, and this process rests entirely on what I 
mentioned earlier, the principle of financial interchange; that is merely ex- 
changing an input at one point for an output of equivalent value at another | 
point in time. A 


In connection with the problem of the provinces, a province that wished R 
to establish a pension plan by no means needs to opt out of the Canada pension 
plan as long as it is going to provide benefits that are at least as great as what 
the Canada pension plan contributions would buy. Of course, this means a very 
low level of benefits in the transitional years and a modest level of benefits 
at all times. As long as this province is going to establish benefits at that 
level, it can integrate very readily just like a private plan does. It can inte-— 
grate by saying to the individual, ‘‘We drop your contributions to our plan by. 
the amount of the Canada pension plan contributions, and correspondingly 
we reduce the benefits in our plan by what those Canada pension plan con- i 
tributions would buy if they had been put into our plan.” It is a perfect 
example of financial interchange. However, under the conditions of section 
94(a), granting concurrent rights to the federal government and the provinces, — 
it is also indicated that if there is a priority position, it is the provinces that 
have it. 


Therefore, the thing that worries me is that the Canada pension plan e 
not going to say to a province, “If you put in a plan and we have this plan, 
let us decide who is going to do the integration, whether it is more convenient 
for you to do it or for us to do it”. This will have no financial effect on either 
plan; it does not even affect the question of who holds the money because the 
Canada pension plan will let the provinces hold the money in any event. I LO 
not see any reason why the provinces need to be worried about the question — oh 
of opting out in the fashion in which the Canada pension plan suggests. A 


There were two very good reasons for Quebec going her own way: The - 
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her own plan owing to this lower ratio which will exist for a long time. 
Secondly, Quebec has a psychological problem. I am very sympathetic with it. 
If I had been in Mr. Lesage’s position, I most certainly would have decided 
that I would establish my own plan because it is more in keeping with the 
over-all philosophy that Quebec has adopted. 


In relation to retirement tests, I mentioned that I thouent they should 
be applicable to all windfall benefits. I feel that you should re-examine the 
question of whether or not the retirement test should not operate in the field 
of disability and survirvorship benefits as well as prior to age 70 in the earnings 
related pensions benefit. I think you must look at the form of the retirement 
test. One particular point is that in Canada our pension benefits are subject 
to income tax; in the United States they are not. All their old age security 
benefits are tax free. This means that in Canada a taxpayer subject to the retire- 
ment test is not as severely punished as a non-taxpayer. You are going to be 
accused of the fact that a person who earns money after retirement and 
becomes subject to income tax, if he is a taxpayer, can lose only his benefit 
less marginal tax, whereas a person who is not a taxpayer can lose the whole 
benefit. I feel, in fairness and in self-defence, that the form of the test should 
be altered on that score. I am somewhat doubtful whether the form of the 
test is satisfactory, having regard to the much greater spread in the levels of 
benefit that will exist in Canada as compared with the spread in the United 
| States. 


Our benefits under the Canada pension plan will range from virtually zero 
up to the maximum, whereas in the United States the benefits vary only 
between the minimum and the maximum. Under these conditions one wonders 
whether the person with the small benefit under the Canada pension plan 
Should be subject to the test at the $900 earnings level, or whether he should 
not be allowed to have greater earnings before the test applies. For example, 
/ one Bee say that the test would not start to operate until the point when 
the man’s earnings plus his benefit are equal to, say, $1,500, and only beyond 
that would the retirement test start to apply. 


On the question of legitimate overstatement of earnings, I am really 
eaothered about this. I look at Taxation Statistics and I find that our self- 
employed people in Canada are currently claiming about $10 billion in 
deductions from gross income. I am not talking about exemptions here, I am 
talking about deductions, which include about a billion dollars in cost allow- 
ances. The atmosphere of the Department of National Revenue is such that 
lize taxpayer has every right to delay taking deductions. He can always defer 
‘them and say, “I will not take them this year; I will take them next year.” 
He is told he can do this in connection with the capital cost allowances. 
Under these conditions self-employed people are likely to tend to overstate 
| earnings, in the early years of the plan at any rate, and if they are close to 
‘retirement, in order to secure maximum benefits, and having delayed taking 
'these deductions, they will then take them perhaps in the 65-69 age range 
in order to avoid having the retirement test applied to them. Perhaps we are 
content to have this sort of thing happen, but I think we should at least realize 
‘that our own tax laws are going to permit it to happen, and we should examine 
whether or not it is our intention to have the system operate this way. If it 
is not our intention, we should do something about it. There are other areas 
which I do not wish to mention. I just mentioned this one as an example, but 
/some other examples are equally valid. 


Hon. Mr. McCutcHEON: You mean you do not want to give people ideas. 


Mr. ANDERSON: Let us put it that way. I would be very happy if any 
member of the committee wished to hear some of these other examples of 
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possible overstatement of earnings, but I do not think the committe: is very 
much interested in having them on the record. a 
In the case of excepted employment, I am really worried Dot the way 
in which the act, in a cavalier fashion, says “If we cannot tax the employer, 
we exclude the employee”. This does not seem to me to be a fair process, | i 
would have thought that it would be much fairer for the act to say “If w we 
cannot tax your employer, then your wages are self-employment income.” I 
trust that you may see fit to question Mr. Myers about this point this afternoor 
because it is my understanding that this is exactly what the United Sta 
does in a number of cases of excepted employment. For example, if I am 1 
mistaken, in the case of a United States citizen working for the Canadian 
embassy in Washington, Uncle Sam cannot tax the Canadian embassy, but 
goes to the United States citizen and says, “you are self-employed for t 
purposes of the act, you file your wages in your tax return and you a 
covered”; it is not an option, it is compulsory. a 
With regard to the actuarial report I have been a little disturbed that in ny 
the form of the long term forecasts suggested it is not possible for the actuary 
to give to you, to me and other interested parties any kind of a summation 
in respect of costs of the plan other than the long string of ratios of benefit 
payments to earnings that extend through into the next century. When I say 
not possible, I say this in the sense that in five of the six forecasts, as I under- ~ 
stand it, one cannot in theory construct the equivalent level premium. Even 
if one could ,—and one can in the first high cost three per cent forecast—level Kg 
premiums cannot mean much in a system like this; they are completely un- 
realistic and nobody pays much attention to them after they are calculated. 
However, over the last several years it has seemed to me there should be 
some method of assembling a great mass of figures like this in such a form tha at 
one rather meaningful single statement can be made about them. I have | in 
mind a method which I have studied and which Mr. Myers, I believe, has 
described as the “frozen initial surplus” method; but I do not think the com- 
mittee would like to have it described in detail. What I would like to do 
is ask whether I might have your permission or whether Mr. Clarke might 
have your permission for us to discuss it. I have not felt free to talk to | 
Clarke for the last couple of years, but I would be pleased to be able to talk to 
him on a particular subject if I were authorized to do so. | he 
I have some wild worries about the immigration forecasts, but they @ 
mild because the assumption is so low. If the forecast had a larger immiasouel 
assumption, I would worry about it very much on two scores; first, because 
the pattern of immigration is such that the immigrants tend to be yot ng 
and when they land in Canada, according to Mr. Clarke, they have a birth 
rate at that time of approximately twice that of the domestic population, 
and also since they are a bit younger than the domestic population they have 
an immediate rate of natural increase which is close to three times that of the 
rest of the population. This means that if the immigration assumptions we re 
large we would in effect be importing a profit into the system which in | 
sense may ‘be spurious because of the fact that the power to compel people le 
to do things has not yet reached the stage where we can compel immigra ne 
to come to Canada nor has it yet reached the stage where we can compel 
people to stay in Canada. Mind you, this is an argument in semantics, if va 
like, but I am a little afraid there is some question of the propriety of me INE 
an immigration assumption for an open group forecast of this kind. _ 
I asked Mr. Myers about this and he said the immigration to the Un 
States is so low they ignore it. He said they do not even know what part 
their population may consist of immigrants. I leave this matter with 3 you 
Madam Chairman, to see what you think. ‘ia 
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ea between age groups, as the system moves towards maturity, I 
ognize that Mr. Clarke’s forecasts are in such a form that it is not possible 
) identify accurately the proportion of beneficiaries in each age group at 
ifferent stages of time, nor the average level of their benefits. However, it 
S possible to calculate for each age group or each year-of- birth cohort— 
foo for each five-year cohort— the average benefits per cohort member. 
Clarke tells me that if, for example, you ask him for the year 1980, in 
Bsc of the people then aged 75-79, what would be the average Canada 
pension plan benefit per person in that age group, he could give you this and 
it, I expect, with reasonable facility. 

Ag I happen to be quite interested in these figures, because one of the points 
I have been trying to bring out is that the Canada pension plan will operate 
in such a way that literally at all times in the future the lowest average 
benefit will be paid to the oldest among the retired, and I think it would 
be most helpful to see how these averages are going to move; that is, whether 
in 1990, say, we will be in a position where there is a very much larger 
average benefit per person in, say, the 70-74 group than in the 85-89 group, 
eo if so is this something that is satisfactory. 


_ There is one other point, Madam Chairman, and this one really bothers 
me. I might preface it by saying I wish to make a reference to the economic 
report first and say that I have been a little worried about whether the 
problem of analyzing how the shifting will occur is not likely to be affected 
by the fact that the Canada pension plan introduces a change which is of a 
very pervasive and wide-spread nature rather than the kind of change in 
an economy which will affect different people in different ways. The intro- . 
duction of virtually a universal payroll tax seems to me to have a different 
impact than the kind of changes which affect some employers to a large 
extent and other employers to a smaller extent. Correspondingly I wonder 
whether the fact that the fund is distributed among the provinces and there- 
fore will be used in concentrated and more or less co-ordinated form may 
not have different implications from the situation which would exist under 
‘conditions where there was a greater diffusion of it through the capital markets. 
| The place where I wanted to bring the two reports together is a peculiar 
lone. You have proposed that old age security will be made available at younger 
Jages. Within a few years a person at age 65 will be able to get $51 a month 
Jat age 65 in lieu of $75 a month commencing at age 70, and presumably if 
{there is a change in old age security level, this change will occur in proportion. 
‘First there is the minor point in respect of whether the escalation—the price 
indexing—of old age security benefit does not introduce a different relation- 
‘ship to the ratio of 100% to 68% or $75 to $51. I have the impression, if my 
arithmetic is correct, that the promise of escalation at an estimated rate of 
pes per cent per year alters the ratio between these two options, but nothing 
‘seems to have been said about this point. 


_ The main point is that in Mr. Clarke’s earlier report he indicated the — 
‘cash flow effect of allowing old age security benefits to be taken earlier. In 
‘his earlier report, which extended the short term forecast through 1974,—and 
‘with extension to 1975 which was easy to make—and then multiplying up 
to the $75 level from the $65 level, which also was easy—it appeared that 
by the end of 1975 the extra cash flow due to the use of the option would 
be. about $1,800,000,000. From his longer term forecast it looks as if this 
aggregate would have increased to somewhere around $24 billion before it 
i el levelled off; that is, from that point on there would be no difference 
in the cash flow Grider the two options. You would be paying out the same 
% a. of money if everybody had taken out benefits at age 65 as you would 
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if everybody had taken them out at age 70. The $24 billion is a reasonably 
significant amount even if spread over aé_ period like that. Under 
the new proposal there are some mild alterations in these assumptions if 
you exercise the early option, but on the other hand the escalation is involved 
too. I would guess that in the year 1985, the last year of Mr. Bryce’s model, 
there would be an additional cumulative cash flow from the old age security 
fund of somewhere around $3 billion as a result of people taking the earlier 
option, and perhaps by that time the problem would have more or less finished 
off and you would not worry about it any more. 

Here is what bothers me. What is this cash flow? We have said this is 
taking an actuarial option—virtually that. 

You adjust your benefit to $51 a month, to be worth $75 a month, maybe 
with zero interest or something of that kind. It is pretty close. When I asked 
the government annuities branch for figures on their actuarial reductions, it 
was very close to this. Now I do not think an actuarial equivalent represents a 
charge on the expenditure side. When a civil servant retires and asks for an 
optional superannuation account annuity which is different from the normal 
one, the incidence of his cash payment—he may be getting a survivorship 
benefit or a guaranteed benefit—does not affect the government’s revenue and 
expenditure position because all he is doing, as I understand it, is to exchange 
two equal things. 

As far as I can see this $3 billion does not represent an expenditure but in 
fact merely represents a prepayment of future obligations, and it should be 
accounted for as such. When I look at the two reports, I cannot tell what is 
being proposed. Mr. Clarke is completely silent. He says nothing about the age 
adjustment of old age security, although in his first report he gave it in 
elaborate detail. But the assumption as far as I can tell, unless I am mistaken, 
is that it is Mr. Clarke’s understanding that this will be treated as an actuarial 
option or a cash flow problem. Well, if this is the case, Mr. Bryce ought to have 
recognized the big extra cash load on the national account basis, and that the 
use of the actuarial option will affect the surplus of the government because 
cash payments of this kind are treated as transfer payments. No matter how 
they are being handled. They appear in the national accounts at the time the 
cash flows out. 


Unless there is the queerest coincidence, that according to Mr. Bryce’s 
forecast the total government surplus (excluding the Canada pension plan fund) 
over the years should exactly equal the upward movement of this cash load as 
it comes in through the years—unless that happens, there is something wrong 
with those two reports when you put them together. 


Mr. Bryce has already said—and I agree with his assumption—that for 
the purposes of the model we assume, excluding the Canada pension plan, that 
the government surplus, that is the national accounts surplus for all levels of 
government, will be taken as zero during the period. But if he is saying that 
he implied that for purposes such as the acceleration of old age security the 
governments will run a surplus of $3 billion through that period, and, therefore, 
he has not taken it into consideration, then those two reports do not jibe. 

I am sorry to have taken up so much time in bringing this matter to your 
attention, but I am a great supporter of the government, and I do worry about 
these things. 


Hon. Mr. McCutTcHEon: It is nice to have an objective approach. 


Mr. ANDERSON: I am not bringing it up without the government’s fore- 
knowledge, because I raised it with certain of the ministers over a year ago. 
On the other hand, if the government proposes to charge this $3 billion against 
the old age security fund when it is merely the exercising of an actuarial 
option, and therefore proposes to raise $3 billion more in the old age security 
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_ fund by taxation, this amount, in my opinion, has a much greater priority in 


other directions. So I think at least we should be told that this is to be the 


a proposal. I do not know if there is an anomaly. Either the two reports do not 
_ jibe, or alternatively the proposal is to regard these accelerations as an expend- 


iture rather than as a financial interchange. But if it is to be an expenditure 
it would seem to me that if Mr. Clarke’s report relates to the bill as a whole, 
and I assume that it does, you should ask him to give you a run-down as to. 
what the extra outflow is going to be under the amendment to the Old Age 
Security Act which is in the bill, which is creating these accelerated options. 

If they are to be treated as an expenditure, I think you will want him to 
estimate what it will amount to, but if not, it will be a question of a little 
readjustment, and I think you should ask Mr. Bryce whether or not his model 
going through to 1985 should not be adjusted to allow for this additional $3 
billion outflow. This has puzzled me very much, and I am sorry it has taken 
so long, But I hope it puzzles you just as much as it has puzzled me. 


I think those are the only points I want to make at this time in regard 
to these matters. 

The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much. Are there 
any questions. In any event I have a list. I have Mr. Macaluso. 


Mr. Macauuso: I pass. 
The CHAIRMAN (Hon. Mrs. Fergusson): Next I have Mr. Cashin. 


Mr. CASHIN: In defining income transfers you suggest that veterans’ allow- 
ances and workmen’s compensation should be excluded. 


Mr. ANDERSON: Yes. 
Mr. CASHIN: Is that a stand which is generally taken? 


Mr. ANDERSON: No, it is not, but I would comment on it: In the first place, 
with respect to workmen’s compensation, I have taken the view that in Canada 
it should be excluded on the score that in a number of other countries work- 
men’s compensation is conducted under the liability approach by private 
carriers, and therefore is not a government function. In Canada it is really 
a provincial monopoly. But it could be likened to the case of a crown corpora- 
tion, so it does not seem to make sense to regard it as a transfer payment. If 
you gave a workmen’s compensation board a slightly different structure and 
said that this is a crown corporation which provides workmen’s compensation, 
then we could take it out of our transfer accounts, because we could then say 
that it was not a transfer payment. 

In the case of veteran’s benefits, I am inclined to make a distinction be- 
tween veteran’s pensions and veteran’s allowances. Veteran’s pensions are based 
on a disability concept and are really something that has been service con- 
nected, which goes back to the man’s employment by the government as a 
member of the military forces. And I think as far as veteran’s pensions go they 
are quite akin to workmen’s compensation; that it, they are payments by virtue 
of the fact of the man having been employed by the government, which em- 
ployment has caused the creation of the disability. 

On the other hand, in the case of veteran’s allowances, I would agree that 
preferably they should be in the transfer payment area. My further thinking 
leads me to this conclusion. 

Veteran’s allowances are to some extent means tested, if you wish, and 
certainly I think it can be said that the effect of the veteran’s allowance pay- 
ment has a direct impact on other assistance programs. In other words, if they 
were not there, then our other assistance programs would likely be more or 
less that much higher. Therefore, I feel that veteran’s allowances should be 
classed as transfer payments, and I think that veteran’s pensions could be re- 
garded as deferred compensation. 
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Mr. CASHIN: You refer in your reasons for doing this to the practice of 
the international labour office and the European common market. 


Mr. ANDERSON: When one makes international comparisons it is very 
desirable to try to get a denominator which is as common as possible. 


Mr. CASHIN: In the case of the European common market or of the inter- 
national labour office, for the purpose of international payments do they make 
the same distinction? 

Mr. ANDERSON: There are two general patterns which are in use. One 
method is to keep them as close as they can to the pattern used by the I.L.O. 
The other is a pattern used by the people who keep the national accounts in 
the various countries. In both cases they have tried to keep patterns which are 
uniform throughout the world. I understand that they have tried to make the 
two sets of patterns as closely consistent as possible, but this does not mean 
that in a particular country, when it has a particular situation, that the general 
pattern which is used to determine what is occurring in different countries is 
necessarily the right pattern for it to use. 


An example I mentioned earlier is one which exhibits the inconsistency of 
what is occurring. When a workmen’s compensation plan is privately con- 
ducted by insurance carriers it does not appear as a transfer payment in the 
national accounts. But yet, in the I.L.O. comparisons my understanding is that 
workmen’s compensation payments are classified as social security benefits, 
whether they are run by the state or run by private carriers. This is one of 
the problems of consistency that you run into. I think you must try to cope 
with the problem when you are studying your own country in the way which 
best seems to fit the circumstances. 


Mr. Aitken: Mr. Anderson, you have covered a good deal of ground, and 
we will all be very happy to cogitate after we read the evidence. There are 
several points I would like to have cleared up, however. 

Mr. ANDERSON: Are you using the paper, Mr. Aiken? 

Mr. AIKEN: No, I am using your stated comments of today. 


The first interesting matter that I would like to discuss is the question of 
two accounts, or the so called windfall benefits. You suggested there should be 
an account for employers and an account for employees. I would assume from 
that that a self-employed person would be classified as an employee. Would 
this be so? 


Mr. ANDERSON: I suggested that since our self-employed people are brought 
into the scheme on a basis of trying to make their position as consistent as 
possible with the employee, you would take the self-employment tax and 
break it in the same way as you broke the other tax and say “you are paying 
this part of the tax as an individual and you are paying the other part because 
you employ yourself.” So you put this tax, broken in the same way, into the 
two accounts. 


Mr. AIKEN: He would pay half and the employer would pay half? 
Mr. ANDERSON: Yes, if the taxes are equal. 


Mr. AIKEN: Then do I understand that the logic of doing this is to avoid 
a situation in which individual employees who may have a smaller benefit rate 
would in effect be paying the windfall to those who have a larger benefit rate? 


Mr. ANDERSON: If you leave the system the way it is now; let us say I am 
lucky enough to get the full $1,250, the $104.17 a month, and the escalation, 
according to my calculations at the stage where I get it my employer and I 
will pay for about six per cent each. The other 88 per cent will be coming from 
someone else and I will break the 88 per cent because the system provides 
equal contribution. I will have to say 44 per cent is coming from other 
individuals and 44 per cent from the employers. I do not want to be put in 
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the position where I am collecting 44 per cent of my benefit from the contribu- 
tion of other individuals. I do not want to be accused of this. I do not mind 
collecting from the employers, but I think I am entitled to have the system 
described for me in such a way that it is clear that other individuals, some 
less fortunate than I am, are not having their contributions diverted to pay 
for part of my benefit. This has nothing to do with substance; it is a question 
of form. 

Mr. AIKEN: I assume from this that the system presently proposed wouid 
bring about some unfairness or the appearance of unfairness to persons in the 
lower contribution bracket. 

Mr. ANDERSON: That is right. I do not say that there would be any unfair- 
ness as long as you can demonstrate to me that for all time to come there will 
be enough employer money flowing into the system to provide for all the 
windfalls. I am describing windfalls here as benefit over and above what the 
combined contributions would purchase. 


Mr. AIKEN: Have you made any estimate on the fact that the employer 
money would be providing the windfall, and how much? 


Mr. ANDERSON: As I think I mentioned in the paper, my own estimate 
was that even long term, on reasonable assumptions—and I suppose the inter- 
mediate four per cent forecast is about the most reasonable or most likely of 
the assumptions—it looks as though the paid-for benefits, the benefits that 
can be bought from combined contributions, will be in the order of about 40 
per cent of the total, and the windfall therefore will be about 60 per cent of 
the total. Even long term, if the employers are only putting in 50 per cent 
of the total the people who belong to the system are going to say, “Well, in 
some way or another my contributions are being used to help provide the 
windfall.” 

It is very simple to run separate accounts. My own employer has done this 
for years. We have always said we must have a separate account in our system 
for the employee contributions. It will be there and identified and segregated. 
In addition to putting it in as a separate account, we go further and make 
sure there is an explicit benefit component which will consist of what the 
employee contributions will buy. I think it has been described in your committee 
as a composite system. We say to the employee that we as the employer will 
provide you with the final average formula benefit which we will pay for. Then 
we say that, in addition, you will contribute and you will get what your own 
money will buy. ; 


As you, Madam Chairman, will remember, I was involved in getting the 
Canadian Association of Social Workers to adopt this kind of pattern across 
Canada for a portable pension scheme, and it is a pattern that seems to me 
to work better than some of the other pension formulae I have seen. 


Hon. Mr. McCuTCHEON: It does imply at some stage a differential between 
the rate of the employer and the rate of the employee contribution. 


Mr. ANDERSON: Yes. May I take a minute on this because it is relevant to 
the point, Senator McCutcheon? 


At my last count we had 51 independent social security systems around 
the world that provide earnings related retirement benefits. Only two of those 
systems adopt the philosophy that the employee should put in as much as 
half the total, and those two systems are in the United States and the United 
Kingdom. I think there are 14 systems that have said that in order to clear up 
this problem they will supply the money from employers only. 


I think it is worthy of interest that the two most recent earnings related 
schemes that have been adopted, Sweden and Finland, have both taken this 
attitude: ‘“‘We are not going to ask for individual contributions. We are going 
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to make it clear that the little fellow is not paying for the big fellow.” But 
even without abandoning contributions from employees—which I think would 
be preferable in Canada but I conclude is too late to think about at this stage— 
even where you do have contributions from employees, most of the countries 
have them at distinctly lower levels and, as far as I can tell, they have them 
at a sufficiently lower level that the employee’s percentage of the total input 
will never be any greater than that of the maximum paid-for benefits. 

Perhaps I might state this the other way round. They seem to adopt a 
pattern where the employer share of the total input—remembering that some 
of them have government contributions—will at all stages be greater than the 
ratio of the earnings related windfalls to the total benefits. If you can design 
a system in that way, all well and good. 

Let me put it in another way. If that is the kind of concept you want 
to apply, what you would do is to say that through transition the employers 
will pay 90 per cent and the employees will pay 10 per cent, and then as you 
go along you will alter this ratio so that eventually, when you get to around 
the year 2000, you will be on a 60-40 basis, the employers paying 60 per cent 
and the employees paying 40 per cent. 

The way in which we are designing this system is this. We are saying 
that the tax is on the employer; that is, the contribution is payable by the 
employer. Then we turn around, just as they do in the United States and just 
as we do with unemployment insurance, and say “You have a statutory rate 
of recovery up to 50 per cent. We are not levying the tax directly on the 
employee.” 

I have read your evidence on this. The employee is not being taxed; he 
is being subjected to what you might call a statutory right of recovery of a 
defined portion of the tax that is being levied on his employer. So it does not 
seem to me that is is necessarily the case that at all times you should have 
to take the view that the division is 50-50. However, whatever is the division, 
I think the position becomes much more clear if you say that we have two 
separate accounts; into one we pay what is recognized as the employee’s share 
and into the other what is recognized as the employer’s share. The other thing 
we do is to make sure that any earnings related windfalls can only be drawn 
from the employer account. They can never be drawn from the employee 
account. This has nothing to do with the problem of how you invest the money. 
You do not have to have separate investment funds to have separate accounts, 
as almost anyone in the life assurance business will tell you. 

I am sorry to have taken so long, Mr. Aiken. 


Mr. AIKEN: Some employers, employers of smaller groups of employees, 
have told me that in effect this is really what is going to happen; they will be 
paying their own half share in any case and the employee’s half share will in 
effect amount to an increase in wages and the cost of the goods, although 
indirectly it will come from the employer and from the public in the increased 
cost of production. 


Mr. AnpDERSON: I will go further than that with you, Mr. Aiken. Just the 
other day I talked to the pension fund manager of a large plan and one that 
has a very lush pension scheme, if I may use that word. When I say “lush” I 
mean it is a better scheme than the civil service scheme. I was asking him what 
he was going to do about the Canada pension plan. He said, “‘Well, the company 
is going to pay the taxes. We are going to pay the whole 3.6. We are not going 
to alter the employee’s scale. All we will do is say that we will put in the 3.6 
and we deduct from your pension what that 3.6 would buy if it went into our 
plan.” I asked him whether he thought this was very good education for his 
employees and he said, ‘Well, it’s just a nuisance to deduct’. 


_ Mr. AIKEN: He is not in the business of educating! 
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Mr. ANDERSON: No. He went on to say, ‘“We are in the position that we want 
to fund our plan to a greater extent than we are now doing, but unfortunately 
we have not been able to get approval of higher input; this in effect gives us 
approval for higher input because we will put cash into the Canada pension 
plan, but we will be relieved of liability for that cash after the employees 
retire. So we now have a higher degree of funding.” 

In the case of my own employer, for years we have had in our plan—because 
We operate in other countries—the provision that if and when a government 
desires to levy taxes for the purposes of a pension plan we just reduce our 
contributions by the amount of those taxes and reduce our benefits by the 
actuarial equivalent of the reduction. 

Hon. Mr. McCutTcHeon: By the actuarial equivalent of what? 

Mr. ANDERSON: What they would buy if in our plan. 

Hon. Mr. McCutTcHEON: But, you still give the benefit of some windfall? 

Mr. ANDERSON: They get the benefit of all windfalls. We have never taken 
any part of the windfall from an individual. On occasion what we have done is 
modify our plan for new entrants where a new government plan is in operation. 
We say to ourselves, as far as new entrants are concerned, we will redesign our 
plan for them in the light of the government plan, but with existing people 
we say we are not interested in windfalls. We do not want to make a profit 
out of integration but we do think we have a satisfactory plan with a satisfactory 
cost level, so we reduce our contribution by the amount of the tax and reduce 
the benefits by what that reduction will buy. It is as simple as that. 

Mr. AIKEN: Thank you, Mr. Anderson. I had other questions but I will 
wait to put them. 


The CHAIRMAN (Hon. Mrs. Fergusson): Will you proceed Senator Croll. 


Hon. Mr. CRouuL: I found it very heart-warming this morning when I heard 
your remarks about the way we are designing this system. 


Mr. ANDERSON: Yes. 


Hon. Mr. Crouu: But, there was more than that to its because on December 
22, you are quoted as having said that: ‘Everyone has accepted the Canada 
pension plan although some are not yet willing to admit they have. I have 
become reconciled to it and all that can be done now is to work on the details.” 


Mr. ANDERSON: May I correct that quotation. 

Mr. KNOWLES: You are just like the rest of us. 

Mr. ANDERSON: I want to correct only the date. 

Hon. Mr. Crouu: Well, that is the date. 

Mr. ANDERSON: I made that remark to Mr. Ronald Anderson two or two 


anda half months earlier. 


Hon. Mr. Crouu: But the point is just as good today as it was then; in fact, 
it is better. But, I am looking for some information and I am looking forward 
to obtaining it from you. I was concerned with the aspect of income maintenance 
which you covered in your brief. You mentioned about increasing the income 
in retirement and benefits graded by attained age. These are the two aspects 
you dealt with. 


Mr. ANDERSON: I did not catch the first one. 


Hon. Mr. Crouu: You set out in your brief the income maintenance, which 
was to be maintained, achieved or activated by increasing the income on retire- 
ment, and you have given us a paragraph in your brief in that connection. It is 


at page 4, I think. 


Mr. ANDERSON: Which copy do you have, the mimeographed or the pained 
copy? 
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Hon. Mr. Crouu: I am sorry, it is at page 5. You mention increasing income 
in retirement. Then you went on to page 7 and you have a paragraph on benefits 
graded by attained age. Those are the two. In light of your attitude toward 
this plan which, of course, I appreciate very much, do you see any way that the 
age graded social security benefits can be revised or that the two plans can be 
complementary? 


Mr. ANDERSON: Quite. Let me put it this way to you. If you can satisfactorily 
solve the problem of post-retirement increases for people already retired and 
make sure that people in retirement will have their incomes kept up to date— 
if that can be solved satisfactorily—then, quite naturally, you approach the 
problem of what do you provide them with initially. I happen to feel that as far 
as earnings related benefits are concerned, it is likely that most of the problem 
can be handled more satisfactorily without government action. There are very 
many people who feel differently; they say that more government action is 
needed in this area. So, my view has been that you take government action that 
relates to the earnings close to retirement because it is those earnings that are 
creating this problem of transition from active life to retirement. I will go farther 
and say you need not provide pensions for this. 


For example, I find when I examine the Canada pension plan that the 
benefits provided through transition are the financial equivalent of saying to 
a man “for each year of coverage we will give you six months retirement leave 
at two thirds of your pensionable earnings’. It means that if a man has 10 years 
of coverage he gets 60 months retirement leave at two thirds of his pensionable 
earnings, which, of course, means this carries him to 70, when he gets on to the 
old age security structure. His employer can defer the private pension so it will 
not start until age 70. This is one of the ways in which this problem for the in- 
dividual of transition from activity to retirement could be handled satisfactorily 
by the government. They would say: ‘You have been earning so much close to 
retirement; during the post-retirement period close to that retirement, we will 
give you these extended retirement leaves.’ You would be delivering the same 
financial effect as the Canada Pension plan should an individual come along and 
take the retirement leave money in the form of a life annuity. But, this might be 
a more satisfactory type of procedure for People than insisting they have an 
earnings related pension. 


Hon. Mr. Crouu: I gather from reading these paragraphs you mean some- 
thing more than that, and 1 am not sure that I know what you mean. 


Mr. ANDERSON: I think the problem that may be bothering you, senator, is 
the overtone, that with the progress in our community that is occurring, the 
average age at which work is being performed is about 39 and the average age 
at which retirement is enjoyed is approximately 74, and during that interval 
wage rates and spending roughly have quadrupled. I was making the point 
that an individual who wants to maintain the same relative position in the 
community when retired as he does when active must achieve pension levels 
that are away beyond anything that we have been thinking about so far either 
at the private or public level, or the two combined. 


There is a statement at the top of page 5 that in the case of a typical worker 
with a dependant spouse who has enjoyed average wages and has raised a normal 
quota of children; in such a case retirement income will have to average twice 
the career average wage in order to maintain the same relative consumer spend- 
ing position during retirement as that which obtained during the working years. 
This is what I was talking about. I am merely emphasizing the point, Senator 
Croll, that no matter how much we can do privately and how much we can do 
publicly I still do not think we are going to fulfil these goals, which are legitimate 
goals. 
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Hon. Mr. Crouu: I think you have covered that now. Earlier in your state- 
ment you said that the only answer is the escalation of the earnings index. Is 
that right? 

Mr. ANDERSON: No. 


Hon. Mr. Croiu: All right. In respect of price index and earnings index 
which do you suggest or which do you support, and for what reason? 


Mr. ANDERSON: I would not use the price index for any purpose, and if 
I was going to use it I would not use this one. I say that on the authority 
of the Dominion Bureau of Statistics, who have said this is not the correct 
one to use for expressing incomes in real terms. 


Hon. Mr. Croutu: But this is a method very much employed in other 
countries, particularly continental Europe. 


Mr. ANDERSON: But, I am not sure what price index they use. 
Hon. Mr. Crouu: Neither am I sure. 


Mr. ANDERSON: If I were going to escalate on price I would say that one 
should use what they call an implicit currently weighted index, the one used 
in national accounts, and apply it not to consumer expenditure but to the kind 
that retired people engage in. That is academic. I think you have to do more 
than merely correct on price. Mr. Knowles has made this point within the 
committee. He said the upward movement in the standards of living is more 
important than the upward movement in price. They are more important in 
magnitude and from the point of view of the individual. We hope we are 
going to be able to keep prices from increasing but, on the other hand, hope 
that we will be able to enjoy a very rapid upward movement in our standard 
of living, and we should have some method of adjusting all of this so that 
retired people can participate in this upward movement in the standard of 
living. . 

Hon. Mr. Crouu: Is it your suggestion that we use escalation by earnings? 


Mr. ANDERSON: It is almost exactly that. I suggest that the basis of esca- 
lation is, in effect, by earnings or, alternatively, by total consumer spending 
per person, but these two have almost exactly the same meaning because 
there is a ratio of long term stability between spending per person and earnings 
per worker. May I state this in simpler form and one that appeals to me. 
If you look at the series of earnings per capita, that is, take the total of earn- 
ings in the country and divide it by the population this is what the earnings 
would be in Canada if they were all divided up equally. If you look at that 
series, the movement in the series indicates the way in which retirement 
incomes must be moved. That figure for last year was $110 a month, and 
during the post-war years it has been moving up about $3 per month per 
year per person. In effect you say that if the increase in earnings in the 
country were equally distributed among everybody in the country this is what 
you would get as your share, and so, since you are no longer in the position 
of having access to earnings, we see that you do get it. It is almost as 
simple as that. 

Hon. Mr. Crouu: I want to ask you one more question. You are so knowl- 
edgable on this matter that I think you can answer it. In your conclusion 
you say: 

Finally, may it be suggested that Canada should not copy pension 
patterns. 


I will not read the rest, not that I disagree with it but it is not so relevant 
to what I want to ask you. My question is this: Is this something that has 
been done before? What I mean is what we are doing now, is this something 
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that has been done before? What other countries have combined it in this 
way? What other countries have taken the flat rate and combined it with 
the pension rate for the purpose of making provision for its people? 

Mr. ANDERSON: The United Kingdom has done it in this way. 


Hon. Mr. Crott: The United States did not have a flat rate; the United 
Kingdom had a flat rate. Did they add the pension aspect to it? 


Mr. ANDERSON: They added an earnings related supplement to their flat 
rate. 


Hon. Mr. CrRoLL: When? 


Mr. ANDERSON: I think it was in 1958. This is what Sweden did around 
the same time, they added an earnings related supplement to their flat rate, 
and so did Finland recently. 


Hon. Mr. CrRoLL: You say there is a precedent for what we are doing? 


Mr. ANDERSON: There is a precedent for the principle of adding an earn- 
ings related supplement to a flat rate benefit. I think the United Kingdom, 
Sweden and Finland are pretty good countries to look at for precedents. In 
particular, if we adopted Finland’s approach, we might have had this in 
cperation by now. 


Hon. Mr. CROLL: We have a different problem in this country from what 
they have in Finland. 


Mr. ANDERSON: I have found by experience that the things the Finns do 
they do very well. 


Mr. KNOWLES: Madam Chairman, I would like to direct my first question 
to what has been referred to as the philosophical basis of Mr. Anderson’s 
paper. I realize that any attempt to oversimplify such an important statement 
is very difficult, but would I be on the same wavelength at any rate if I were 
to ask you, Mr. Anderson, whether you feel that the wages and salaries that 
people in our society receive do not necessarily reflect their contribution or 
their entitlement and that we are on good ground in going in for redistribu- 
tion of income, and particularly on sound ground in trying to do that in 
the field of old age retirement? 


Mr. ANDERSON: First of all, may I say, Mr. Knowles, that when you ask 
whether we are on the same wavelength, you and I have been on the same 
wavelength for years except that neither one of us has wanted to admit it. 


Mr. KNOWLES: Thank you. 


Mr. ANDERSON: The point you made is quite correct; we have the sort 
of economy that pours its productivity gains out through the earnings stream. 
Unfortunately, not everybody participates in the earnings stream. The most 
unfortunate group are the people who go for long periods without participating 
in the earnings stream. Socially we must find methods of putting them in the 
position and keeping them in the position where they would be the equivalents, 
if you like, of the dependants of earners, if not earners themselves. If we 
were still in the kind of old patriarchal economy we had, we would not be 
worried about this problem because the elders, the grandfather and so on, 
would be living with their children and thereby participating because their 
children are earning money. This is not the way in which we live nowadays. 
These people are cut off, and there must be a method of keeping them in step 
with the rest of us. 


Mr. KNOWLES: You and I agree that in the attempt to provide adequate 
or even generous standards of living for old people we are not indulging in 


charity or trying to give the economy a ride, we are doing a sound, sociably 
desirable, thing. 
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Mr. ANDERSON: I might put the latter part of your remark in another form. 
What you are really looking at in any age group is not the destitute and not the 
wealthy. You are looking at the mass middle majority of the people. These are 
the people that have constituted the core of our working force. If you want 
to define it in other terms, I would say there are 25 per cent at the bottom 
of the income pattern where in general the needs tested benefits are about 
the only satisfactory solution. At the top there is another 25 per cent that 
are reasonably well off. If they have redundant flat benefits, we can arrange 
to see that they are reduced by income taxes. It is these people in the middle, 
the mass middle majority, who really constitute the core of the nation and 
who move to retirement under conditions which, if you do not do what you 
and I are talking about, will leave them standing still. My own opinion, of 
course, is that if you start out with this mass middle majority in the flat benefit 
type of structure you should ensure that it will increase as people get older. 
Whether we do it the expensive way in which we have done it over the last 
12 years or do it by a method that I suggest which is much less expensive and 
much more sure and efficient, I do not care, but I feel we are going to have 
to do it. Every country has had to do it, has found that it has had to adjust 
the benefits of the people who have been in retirement for long periods. 
They may do it automatically or by an index. They often do it by legislation. 
Even countries that have index adjustments often have to legislate because 
indices do not do enough. 


In general the upward movement of the average income of retired 
people born at the same time must be very close to the upward movement of 
the average consumer spending per person; this is the level of the upward 
movement that has to be carried through these long retirement periods. The 
question of whether each person enjoys an equal amount of movement or 
whether in some way you use percentage escalation on some or all of their 
other income is a different one. I take the view that among the people in the 
same age group the ones that have the lowest private incomes are likely 
to have declining private incomes after retirement, whereas the ones with 
higher private incomes are likely to have an increasing level of private in- 
come after retirement. I therefore think that the right answer is not to engage 
in a percentage escalation, and the best answer is to provide level flat 
increases for this mass middle majority because it is more in keeping with the 
objective we want to achieve. 

Mr. KNOWLES: Maybe I should now stop speaking while I am winning. 

Mr. ANDERSON: Do not forget, Mr. Knowles, that while you and I may 
agree on what to do, we may disagree on why we do it. 

Mr. KNOWLES: So long as we do it it is fine. 

I will be very brief. I will not go into my feelings about your desire to 
see the pension increased year by year. I think it is an excellent statement and 
I hope we get to this at some time. 

I would like to ask this question: What about the base? You do propose 
in your paper $3 increases as people go up from the age of 70 to higher ages. 
What about the $75 base? 

Mr. ANDERSON: In effect what I have proposed—I do not think I stated it 
explicitly in this way—is that there should be a part of the structure that pro- 
vides $3 per month per year over and above some specified age. This might be 
an independent component of the structure, but in the light of that independent 
component you now look at the question of what are the benefits you have to 
provide. 

Mr. KNOWLES: You would agree that the 73 year old this year should get 
a certain amount because he is 73, but if he is 73 years old 10 years from now 


? he would, in the light of our philosophy, get more. 
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Mr. ANDERSON: Not necessarily, because the 73 year old 10 years from now 
can be expected to have brought into his retirement a private income level 
about 50 per cent higher. 


Mr. KNOWLES: I mean more in totality. 


Mr. ANDERSON: Oh, yes, more in totality but not necessarily more from 
the government. 


Mr. KNOWLES: One of the things we may have to do is to adjust both or all 
the components of the retirement program. 


Mr. ANDERSON: Look at it this way: From what evidence I can gather, the 
private incomes of each age group upon retirement will remain approximately 
level while they are retired. When I look at these very high age groups and 
examine their private income after deducting their pension I find that the aver- 
age private income levels are about what the per capita income was at the time 
they retired. They appear to remain level for the people born at a particular 
time who tend to have a continuing level income from private sources, but 
since their total income has to move up about $3 per month per year in order 
to keep pace with the community, that means that in some way or another the 
public sources must provide $3 a month increases. We might possibly get to the 
stage where this is all that the public authority needs to do. If the people were 
generating relatively satisfactory private incomes to the point where when 
they retired the only thing that would remain necessary at the public level 
would be to provide the increases, we still would have to provide a needs 
test for the extremely low incomes, but you could move to a position where you 
provided nothing else except the post retirement increases. If I might explain 
this in another way, suppose that back in 1950 when you and I were discussing 
this matter before the King-Lesage committee—and Senator Croll was there 
too. I do not know whether there was anybody else. 


Hon. Mr. Crouu: Senator Smith. 


Mr. ANDERSON: Yes, Senator Smith. Suppose that back at that time we 
could have foreseen what was going to happen over the next 14 or 15 years and 
suppose we knew we were going to go through this 15 year period of rising 
incomes, no depression, no significant war problems and so on, and each group 
of people coming up to retirement each successive year was going to bring in 
higher resource levels, as they are doing now—suppose we could have fore- 
seen that—I think what we would have done would have been to say let 
us start out with our $40 and anybody coming to age 70 gets $40 to start with, 
but once people are on the system they will get flat increases. We probably 
would have said $2 increases; if we had the foresight, that is what we would 
have done. This means the rate is $40 to start, but you get $2 per year after 
that. 


The reason we did not do it was that when we looked at the people 70 
and over back in 1950 and the fact that almost half were qualifying by means 
tests, it would not have made sense at that juncture. At that time we had come 
through a depression, a war, a post war inflation, and so on, and the committee 
was faced with the abnormal period we had passed through. However, today 
the situation is different. The information I get from the population sample 
study made at the time of the census indicates that back in 1961—leaving out 
old age security, old age assistance and the supplementation that goes with 
them—for the population aged 70 and over the average level of private income 
for all individuals excluding old age pension was $78 a month. Now, when you 
look at these people age group by age group, the people aged 70-74 had an 
average level of $94, the people 75-79 had an average level of $69, the people 
in the early 80’s, had an average level of $59, those in their late 80’s had $51, 
and those 90 and over $47. If you merely compare the early 70’s to the late 80’s, 
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which embraces the great majority, you would see that for the early 70’s it is 
$94 and for the late 80’s $51. This is a drop of roughly $3 a month per year of 
age. This is the pattern which existed in 1961. If you had an age related system 
at $3 a month per year of age in operation, then you would find the totals all 
about the same and you would have had our old age population in a position 
where the average total incomes were independent of the age groups which I 
would think is a perfectly normal social objective. 


Mr. KNOWLES: I welcome, as does Senator Croll, and others, the fact that 
you accept the Canada pension plan but suggest we should endeavour to make 
some improvements in it. 


Mr. ANDERSON: I do not think I said I accepted it. I said I was reconciled 
to it. 


Hon. Mr. McCutTcHEON: You accepted what you consider to be inevitable. 
Mr. KNOWLES: You are giving us some suggestions. 
Mr. ANDERSON: Yes. 


Mr. KNOWLES: I would like to ask a question concerning the difference you 
found between Mr. Clarke’s report and Mr. Bryce’s report. Which way do you 
feel we should go in making these expenditures? 


Mr. ANDERSON: I have said I do not believe in actuarial adjustment of 
windfall benefits. I do not think you should be translating benefits into other 
equivalent values when the benefits are not paid for. I do not think Canada 
should be engaged in the process of paying the reduced benefits at the earlier 
ages. I have said so. All I say is that if Canada does engage in this process and 
if we are going to let the age reduced benefits go into effect in the way proposed 
in the bill, this is not a revenue problem; this is merely an accounting problem. 
The question is merely one of anticipating and paying earlier what we would 
otherwise pay later; you are discounting a future obligation. If you are merely 
prepaying a future obligation, you set it up as an asset in the old age security 
fund or some place, because you do not need to get more taxes in to look after it. 


I already have suggested to the government that in order to make this 
process clear it would make sense to authorize the government annuities branch 
to handle the transactions. In other words, all you need to do is say to the 
government annuities branch “we want people to be able to get actuarially re- 
duced old age security”. So, you go ahead and supply it to them. You use your 
own actuarial reduction formula. 


Let us suppose the annuities branch says $75 a month is equivalent to $49; 
it does it and takes the other $2 from the old age security fund to bring it up 
to the $51 you say a man should have. They say, we are undertaking a payment 
of $51 now, but will draw back $75 from the old age security fund after he is 
aged 70. Now, the old age security fund in this transaction is not affected by 
the deduction; it is being handled in another place. The government annuities 
does not have to worry about the financing; they are setting off against a 
liability of about $14 billion. Surely up to that point they would have assets 
representing future claims on the old age security fund, or an equal amount, 
without worrying about how they will do their financing directly. After paying 
$11 billion worth of accelerated benefits out, we can look for another method to 
handle it. I think the insurance companies would be content to do this for the 
government; they are doing it with their own pension plans. We do it every day 
in respect of people who are retiring; they say we want to integrate, and we 
say we will pay you so much for five years and in return you will let us have 
this lower amount per month for the rest of your life. 


Mr. KNowLes: Thank you. I have further questions, but I will pass for now. 
Mr. ANDERSON: Thank you for letting me answer in that way. 
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The CHAIRMAN (Hon. Mrs. Fergusson): I presume the committee wishes to 
keep on sitting. I have four persons on my list now. ? 


Mr. ANDERSON: Is that an admonition to me to try to be as brief as possible? 


The CHAIRMAN (Hon. Mrs. Fergusson): No, but I thought that each person 
may not ask as many questions. 


Mr. Munro: Mr. Anderson, I also am particularly interested in your paper 
and in your statement with regard to escalation and oversimplification attached 
to earnings rather than the cost of living price index. If you did adopt that 
form of approach, what would you say in respect of this being a contributing 
factor to inflation? 


Mr. ANDERSON: This problem does not worry me at all. I cannot for the 
life of me feel that any kind of increases we are going to grant to people who 
have retired, no matter how we calculate or distribute them among the people, 
are going to be of such moment that they will have any important inflationary 
impact. The only thing which does worry me is, as I said earlier, that I do not 
like increases that are related to price; they are not the kind of increases 
which should be given and they do not do the job right. However, I say that once 
anyone says he is going to increase anything according to a price index and 
adjust it automatically you may run into a grave psychological problem. As 
soon as people say something is being adjusted by a price index, people are 
going to say this means there is going to be an inflation. Of course we did this 
in wartime; we adjusted our wages according to a price index, but then we had 
price control, so there was no danger of the psychological problem operating 
then. I think it is fair to say that among the countries that use price indexing 
one cannot form a very good opinion of the way they have been able to control 
prices in their own countries. Price indexing often is forced on a country. It 
is not just pensions. If you go to Israel you find that they issue government bonds 
with price indexing, and not just the coupons, but also the principal amounts. 


Of course, the Israel life insurance companies issue policies which are 
price indexed, and they invest the money in price indexed government bonds 
and in price indexed corporate bonds, and nobody is concerned how the prices 
behave, because everybody is indexed out of inflation. That is what bothers 
me. Frankly I think that the use of an indexing device may have psychological 
effects which do not relate to the dollar effect. 


I would like to underline a point I made earlier that it seems to me to 
be a more sensible attitude for a country to take to say: “We want to minimize 
the price index and maximize the productivity index’. If I were becoming a 
retired person I think I would be more content with a method which made 
sure that I got the productivity gains that the rest of the people are getting. 
I suppose that if we are not able to maintain prices, this will be reflected in 
one form or another by necessary legislative change. 


I admit the point however that if the basis of indexing is on earnings, 
then most of this argument disappears, because earnings, after all, contain the 
two components of rising productivity and rising prices, or alternatively, rising 
standards of living and rising prices. But as long as they contain the two 
components and you have wage indexing, you could say to the individual that 
if we can hold the prices steady, our wages will go up at the rate of produc- 
tivity, and that the pensions will go up accordingly. Therefore, you have now 
happily said to the individual that we hope to be able to keep prices constant, 
and we hope to be able to have a standard of living in which, when it rises, 
you will be able to share in the process. But if you only look at the prices, 
you are saying: “It is true that we have to see that you do not starve if prices 
go up, but you are not going to share in any way in this progressive process’’. 
I think that psychologically price indexing is bad. 
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If you look at Sweden and Belgium which have price indexing both 
before and after retirement, you will see they adjust the pension entitlement 


accordingly. These are countries which have had, so far as I am aware, a 


considerably greater degree of price control in one form or another than we 
have had in Canada or are likely to have in the foreseeable future. Under 
conditions either through direct planning or through government control, if 
you have a fairly firm hand in consumer prices, then the psychological problem 
disappears. That is, the individual will say: ‘‘Well, it is the firm hand which 
determines what the prices are, and the adjustment is merely reflecting official- 
wise what the firm hand has already determined”’. 


Mr. Munro: I take it your point is that if it is based on an earnings 
test it will contain the two components which are reflected in earnings auto- 
matically. 

Mr. ANDERSON: Yes. 


Mr. Munro: It will reflect also rising standards of living and increased 
productivity. 


Mr. ANDERSON: Yes. 
Mr. Munro: And the whole dollar volume would be bigger. 


Mr. ANDERSON: Let me give you an example to make my point clear. 
In our company we face the problem from time to time of: What do you do 
about existing pensions when pensions get out of date? The government has 
had to face it in the case of the civil service. When we looked at the 
problem we said that we did not think we could increase pensions in payment 
at the rate of change of wages. This would have meant an increase in the 
order of from 4 to 44 per cent per annum. When we looked at prices we said 
to ourselves that something of around this magnitude may be an appropriate 
rate of increase, but we are not going to express it in the form of a price 
index. 


So what we did was to take the square root of the earnings index, to 
provide roughly one half of it. That is the way we made our adjustment. We 
in effect said that if earnings have moved up 44 per cent since you retired, 
then we will move your pension up 20 per cent. 


Hon. Mr. McCutTcHEOoN: And guarantee it too. 


Mr. ANDERSON: Yes. Some question arose as to whether we should provide 
only the smaller “half”, and possibly, we are going to do the same thing 
again shortly the other way around and pay for the bigger “half”. If earnings 
move up 44 per cent we will say: “You will have to look after the 20 per cent 
and we will pay the 24 per cent”. We are doing this deliberately because we 
do not want to make our adjustments on the basis of the price index, because 
we do not believe in it. 


We felt in our study that in a country where the policy was one of 
holding prices stable, and of having increased productivity, we would see 
these conditions reflected in the earnings, so let us base our adjustment on the 
earnings. Actually in our case we also studied the movement of consumer 
spending per person, and we found that the earnings index and the consumer 


_ spending per person which embraces both the standard of living as well as 


the prices, moved about the same way over short and long periods. You 
can use either one, because each one represents a combined type of adjustment. 


Mr. Munro: I shall ask one more question. I have several more, but I will 
let them go. Am I correct—not referring specifically to your brief—in saying 
that for the unemployed person, let us say, relating it to the Canada pension 
plan over continuous periods, there is less than $600 exemption a year, and 
that given an earnings related pension plan that such persons should not 
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be considered in relation to such a plan in any event, and that there should 
be some type of governmental program designed to be aimed at the reason why 
there are such low earners? 


Mr. ANDERSON: I am afraid I did not make a remark in quite that form. 
The remark I made was to the effect that in the short term, for the people 
in their late 50’s or early 60’s, the Canada pension plan benefits are only 
going to those who have earnings. But in the long term the Canada pension plan 
benefits will be going to people who had no earnings in their late 50’s and 
early 60’s. 


Mr. Luoyp: In the long term. 


Mr. ANDERSON: Yes, because they had earnings earlier. It may be true 
that they will be getting smaller pensions, but they will still be getting 
pensions because of earlier credits. I made the point that since the Canada 
pension plan is going to do nothing for the non-covered people in their late 
fifties throughout the transition term, possibly it would be better to look at 
them as an independent problem, and that you would have to deal with it 
through transition and possibly should deal with it permanently by other 
measures. 

The point I made was this: Let us concentrate on the normal problems 
of the man who works in the years immediately preceding retirement. There 
will be problems for the man who does not work during those years, but they 
will not be solved satisfactorily by the Canada pension plan. They will have 
to be solved by other means. So perhaps we need not be as much concerned 
with earning credits through the Canada pension plan at the earlier ages 
as we must be concerned with credits later on. It has nothing to do with 
the $600 as such. 

Mr. Munro: No. 

Mr. ANDERSON: A major part of the problem is widowhood, and to some 
extent the Canada pension plan may tend to deal with it. 

Mr. Munro: Generally speaking, but not specifically relating this to the 
Canada pension plan, when dealing with earnings related plans, when you get 
to those people who you say are not going to be covered significantly in your 
population, let us say the unemployed, and the very low wage earners certainly 
in the transitional period, it may be decided that there should be other types 
of programs entirely conceived to deal more adequately with this type of 
person. 

Mr. ANDERSON: One part of it of course is the process of extending benefits 
to earlier ages, and, as I have said, in lowering the age for old age security. This 
disposes of the problem in part. 

The CHAIRMAN (Hon. Mrs. Fergusson): Now Mr. Lloyd. 

Mr. Luoyp: Mr. Anderson, in reaching your conclusions I presume that you 
considered the possible recommendations coming from the Carter commission 
on taxation. 

Mr. ANDERSON: Yes, Mr. Lloyd, that is true. 

Mr. Liuoyp: And in our desire to avoid government sponsored pensions 
with the means test, we attempt to keep them as simple as we can and have 
regard for administrative problems, and this is bound to create some inequities, 
windfalls, or abuses such as you have described. 

You have also referred to it as an abuse—I mean the attempt to maximize 
income with an eye to the tax liability, and you went on to mention something 
about capital cost allowances which would put an individual in a preferred 
position. Now, you mentioned somewhere about some method either of avoiding 
windfalls. But if you could not avoid windfalls, how would you recover, or 
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how would the government recover from these abuses which crept in? For 
example, if everybody will receive presumably a benefit from the Canada 
pension plan, then ten years from now at least at retirement age, as has been 
said here by others, he will receive a very substantial bonus. I think that was 
the term used. ? 

Mr. ANDERSON: I do not like the word bonus. 


Mr. Luoyp: Neither do I, but we used the word bonus. To receive a $1,200 
per annum benefit and to have contributed only a very small amount of money 
to achieve that position—what do you think about a scheme of taxing back 
windfalls of that kind? 

Mr. ANDERSON: Of course, we will be doing that anyway because the bene- 
fits will be income for tax purposes. 

Mr. Luoyp: Tax them back at the existing rates? 

Mr. ANDERSON: It may be the case that our method of taxing windfall 
pensions, as it now applies to old age security, is not severe enough. For ex- 
ample, I have advocated since the inception of the act that any person who is 
entitled to windfall benefit, whether flat or related, should not get the $500 extra 
exemption which is applicable at age 65. We should say, “All right, if you are 
getting a windfall that influences your taxable income you can lose $500 of 
your exemption.” You might go further than that and say that windfalls are 
subject to double tax; this might sound severe and may not be very popular 
politically. But I think you are perfectly right that to the extent that windfalls 
become redundant—because the simplicity of the system says we have to do it 
that way,—there is nothing wrong in saying that in the tax system you will use 
a mechanism for reducing, or conceivably eliminating, the redundancy. 

Mr. Luoyp: I pursue this because I want to get your opinion and reaction. 

We are using the old tax machinery of government under the Canada pen- 
sion plan to determine incomes and to make the calculation. Just because of the 
existence of income tax legislation we decide on this scheme of providing for 
pensions. 

It is pretty certain to me after reading the Financial Post of January 9, at 
page 9, an article by Mr. Latimer, that the Carter commission will certainly be 
taking a look at the ability of taxpayers so to arrange their affairs in effect to 
gain substantial tax advantages in the provision of pension plans. 

Mr. ANDERSON: You asked if I was familiar with the Carter commission and 
what it is doing. I indicated to you that I appeared before them. I know the 
chairman quite well and he has felt free to talk to me from time to time about 
a few of their problems. 

The Carter commission is thoroughly alive to the fact that its own terms of 
reference are too narrow. In particular, it has not been allowed to study income 
transfers. That is, it has not been allowed to study transfer payments to people. 
I believe the Carter commission holds the view, as I do, that these constitute 
negative taxation. 

I surmise that the Carter commission conceivably may recommend a fresh 
study in relation to the problems I mentioned in the first couple of pages of the 
paper. That is, how do tax payments and transfer payments relate to each other. 

Mr. Luoyp: Will they be able to deal with the point that is mentioned here, 
and I quote from the article I mentioned in the Financial Post? 


In the case of closely-held corporations, the senior executives are 
usually the shareholders as well. By designing substantial past-service 
benefits, a very large past-service cost could be credited which is 
deductible under section 76. In some circumstances not only does this 
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past-service cost wipe out the entire undistributed income of the em- 
ployer, but produces a trading loss which may be carried forward against 
future profits. 

After the executive employee shareholders have accepted a very 
reduced salary for three years, the plan is terminated and the amounts 
held in the plan are paid out to the beneficiaries at no tax cost to the 
shareholders, or a very low tax cost. 


Mr. ANDERSON: I am sure the Carter commission will make recommenda- 
tions on such matters. One thing they are worried about, as I am, is the opposite 
problem; that is, under conditions of negative taxation such as we will get—the 
marginal negative taxation of the Canada pension plan—how do you dispose of 
the problem of overstatement of income? Are you going to make it an offense 
to overstate your income, and try to control it in that way? This is an awkward 
and difficult problem and you cannot escape it as long as you have earnings 
related windfalls. You can escape it if you put in big enough taxes so that the 
marginal combined effect disappears. Very briefly, through transition the mar- 
ginal negative effect of the Canada pension plan is about 30 per cent. It is 
equivalent to a negative tax rate of 30 per cent. 


If you said that everybody has to pay a minimal marginal tax rate of 30 
per cent you would dispose of the problem, but I do not think most of us would 
like that. 


Mr. Luoyp: I will end, Madam Chairman, with a word of appreciation for 
Mr. Anderson’s contribution. 

Mr. ANDERSON: Thank you. 

The CHAIRMAN (Hon. Mrs. Fergusson): Senator McCutcheon. 

Hon. Mr. McCutcHeon: Madam Chairman, I will be very short. 


Mr. Anderson has said he was reconciled to the Canada pension plan. I 
will not quote any old proverbs with respect to reconciliation, but I think I 
understand what he means. 


I thought I heard Mr. Anderson say during his testimony—and if so I 
want him to repeat it—that his own view was that wage related pensions should 
be provided through the private sector. 


Mr. ANDERSON: Yes. To the extent that it is practical to do so, I think it 
is very much better to dispose of the problem in the private sector. For 
example, the kind of approach that Ontario was proposing of imposing employer 
liability had the effect of invoking compulsion but having the problem solved 
by private action. 


I referred earlier to the new Finnish plan. This is exactly what Finland is 
doing. They are saying to very employer in the country, ““You must provide 
a pension of 1 per cent of the final average pay of all service up to 40 years 
subject to an integrating device with the flat benefit.”” Finland is not operating 
any of its second deck; its employers are doing this. One of the problems, of 
course, is that when you want the action in the private sector you cannot get 
it very fast. 

The Ontario committee faced this problem. They recognized that the 
action in the private secor more or less involved individual equity, and there- 
fore slow maturity and so on. 


Mr. KNOWLES: We have 10 provinces. 


Mr. ANDERSON: It is not that point. The point involved here is that if you 
reach the conclusion that you have to find some relatively large benefits in the 
near future, I think you are driven to using public action because you cannot 
accomplish ‘that result in the private sector owing to the linking up between 
input and output that must exist in the private sector. 
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Let us look at it the other way around. If you forced employers and said 
to them in Canada, ‘‘You fellows will have to form your own pool’’— 

Hon. Mr. McCutcHEeon: You could not force them to give backservice. 

Mr. ANDERSON: Let us put it this way. If you forced the employers of Can- 
ada to form their own pool, then they could operate it on a semi pay as you go 
basis. 

The point here is that the individual employer is mortal, but unless Mr. 
Knowles disposes otherwise, the private business system is not mortal; it is 
immortal. Even if he does dispose otherwise, he will still have a lot of crown 
corporations that are doing the same thing. 

Mr. KNOWLES: Are you thinking of me as a socialist or as a minister? 

Mr. ANDERSON: I am not sure, sir; you can take it whichever way you like. 

I mentioned the point of the so called consortium of private employers. It 
is satisfactory for a consortium of private employers that is well based enough 


_ to ensure its perpetuity to have a pay as you go system at the private level, 


but no single employer can do it. 


Hon. Mr. Crotu: Do you remember when I asked you the question, I said 
that this is something that has not been done and I said here was the fixed old 
age security plus the government pension, the combination? You said to me 
that it has been done, that Britain is doing it, Finland is doing it, and Sweden 


-is doing it? I think as I understand the answer to Senator McCutcheon you 


now say that Britain is doing it, Finland is doing it and Sweden is Sab it 
through private enterprise, not as government. 


Mr. ANDERSON: I did not quite say this. 
Hon. Mr. Crouu: You did not? Then I misunderstood you; I apologize. 


Mr. ANDERSON: Let me cover the schemes, because these are the three 
major second deck schemes. 

The United Kingdom is doing it by the process of giving wage related 
benefits in relation to wage related contributions that are in fact at the present 


time a very bad bargain. That is to say, the benefits in relation to contributions | 


are less than you could get if you went out and bought them from anybody. 
Hon. Mr. McCutTcHEOoN: Private industry opt out of that? 


Mr. ANDERSON: They have given the employers the opportunity to contract 
out and run their own show, except they say that if an employer contracts out 
he must provide maximum benefits. In other words, they do not want to go 
through the agony of looking at partial benefits and so on. The British system, 
by their own admission, may not be viable in its present form if the second 
deck is substantially expanded. We will know in a year or so what is going to 
happen. I assume the Labour party, from what they have said, have some 
much bigger ideas on how the second deck should be handled. They are propos- 
ing to integrate backwards by taking the second deck money and investing it 
in the shares of private industry. But, the point is, to a large extent, that the 
United Kingdom method may be regarded as being operated outside the govern- 
ment, if you are willing to take the view that, once employers can contract out, 
the government, in effect, is handling the problem for the ones that do not. 
Now, in Sweden the action is done by the state. 

But, of course, the Swedish do things differently anyway. The way the 
second deck is run, they have three funds for the second deck, one for the public 
employees, one for the employees of large employers and one for the employees 
of small employers, and each one of these funds is semi-funded and develops a 
substantial investment fund. The investment process is being operated in part 
by the employers themselves—that is, the fund for the big employers has 


# employer representatives on the investment board—hbecause, in effect, they are 
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forcing this consortium on the employers. Quite a bit of the money, which 
they found embarrassing in Sweden, has been shipped to west Germany for 
investment. 

In Finland, the government has said to the employers, in the same way that 
the province of Ontario proposed, “You must provide pensions according to this 
formula, go ahead and get your funds going and get on with the job.” 

Hon. Mr. CroLtt: Am I not correct in saying that this has not been tried 
before in such a fashion? 

Mr. ANDERSON: Let me put it this way. I do not know of a country that 
has tried it with as rapid maturity as the way we are proposing. 

Hon. Mr. CrRouu: I am not bragging but we all realize we are going to 
make mistakes and someone has to be tolerant with us for awhile. We are 
breaking new ground. I admit that you are tolerant. 

Mr. ANDERSON: Well, what we are trying in Canada never has been tried 
in this particular combination but, nevertheless, when you examine the Canada 
pension plan bill you can take these different components and if you go over 
about 14 different countries you will discover all of the components in other 
plans. Now, the question that worries me is, can you take a dozen components 
out of a dozen different plans and lift them out of context and put them 
together in your plan and hope it works. I must confess that I am not like this. 
This is the kind of way the Japanese might do it because they are great 
imitators. But, I make the point in my paper that I do not think we should 
imitate, but innovate. I would hope that we are creative enough to go farther 
than copying a number of different other things and then putting them together 
in one package. 

Hon. Mr. Crouu: Well, you are saying to me that we are innovating. 


Mr. ANDERSON: No. A number of countries have done what we are doing, 
pulling components from other places and concocting their own plan. 


Hon. Mr. McCutcHEon: Mr. Anderson is repeating a conclusion that Senator 
Croll, for obvious reasons, did not want to read in full. 


Mr. Munro: Madam Chairman, if I may interject, I was going to make a 
suggestion, through you, to Mr. Anderson, if the committee is agreeable. I un- 
derstand there are other members who wish to ask Mr. Anderson questions. 
As we know, Mr. Meyers is coming at 2.30 this afternoon; Mr. Myers may be 
finished at perhaps 3.30 or 4 o’clock, depending on how many questions are 
put, and I was wondering whether Mr. Anderson would be prepared to come 
back this afternoon in order that any outstanding questions could be put to him. 


Mr. ANDERSON: May I speak to what you are suggesting. I am grateful to 
Mr. Munro for making this suggestion. But, it so happens I am a close friend 
of Mr. Myers, and I was going to come back in any event. I also propose to come 
tomorrow morning because the Canadian welfare council is on. I have read their 
brief and I know the people who prepared it. Since I will be at both your ses- 
sions, unless I am upstairs with Mr. Guitard looking over the transcript, I would 
be very happy to leave myself in the position where you could recall me either 
this afternoon at your convenience or tomorrow morning at your convenience. 


Mr. CHATTERTON: If it is not inconvenient to Mr. Myers may I suggest that 
for the sake of continuity we continue with Mr. Anderson at 2.30. 

Mr. KNOWLES: I do not believe Mr. Myers has a brief. 

The CHAIRMAN (Hon. Mrs. Fergusson): No, he has not. 

Mr. ANDERSON: From what Mr. Myers told me, he is in the position where 
he is up here until Sunday because he has been attending the international 


Fisheries Commissions Pensions Society, I think it is. I think he would accom- 
modate himself in whatever way you wish. But, since Mr. Myers is a visitor from 
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abroad we should extend him every courtesy and allow him to come as sched- 
uled. You do not mind me offering advice to the committee, do you, Madam 
Chairman? 

The CHAIRMAN (Hon. Mrs. Fergusson): No. I am sure it is the wish of the 
committee that you come back. Am I right in this assumption? 


Some hon. MEMBERS: Yes. 
The CHAIRMAN (Hon. Mrs. Fergusson): We will adjourn until 2.30 this 
afternoon. 


AFTERNOON SITTING 


THURSDAY, January 14, 1965. 


The CHAIRMAN (Mr. Cameron): Gentlemen, we have a quorum. 

I think Mr. Chatterton wants to get some information. I suggest he lets us 
know at present what it is. 

Mr. CHATTERTON: The sooner we can ask for it, the more time the staff 
will have to get it. I would like information suggested by the delegates yesterday 
with regard to the benefits of the Canada pension plan by the years 1971, 1981 
and 1986, in the form of chart 2 in the brief presented by the Canadian Life 
Insurance Officers Association. If possible, Mr. Chairman, I would like to have 
the no benefit group broken down by whatever major categories there are that 
make up that group, if it is possible to get the latter information within the 
time available. 

The CHAIRMAN (Mr. Cameron): Mr. Osborne assures me that that informa- 
tion can and wiil be obtained. 


Mr. J. E. E. Osborne (Director, Research and Statistics Division, Department of 
National Health and Welfare): Excuse me Mr. Chairman, I assured you we will 
do our best to get the information. 


Mr. KNOWLES: Mr. Chairman, I had a desire for something similar, but it 
is slightly different. May I put in my request at the same time? I would like 
to have information both for the years given by the Life Insurance Officers 
Association and the years asked for by Mr. Chatterton. I would also like this 
information to show percentages in relation to the persons who by age would 
have been eligible. I am sure Mr. Osborne gets my point, that a supplementary ~ 
table excludes from the non-covered all those people who were too old to come 
under it anyway. I am not asking for a change in Mr. Chatterton’s request but I 
am asking for a supplementary set of information. 

Mr. Munro: Could I expand on Mr. Knowles’s request, that that table be 
broken down three ways, or all ways, not only down to people now in retire- 
ment who will still be reflected in the table 10 years from now. I should like 
it to include widows now under 55 and the unemployed, as well as anybody 
else who could conceivably be included in there so that we could determine 
the accuracy of the table. 

Mr. KNOWLES: We have not given the department anything to do for a 
while. 

Hon. Mr. Cro: If the department is looking for something to do, there is 
something I would like as well. Of the people of 70 and over, how many have 
pensions and what is the extent of the pensions? I understand that some of this 
information which was not available before is now available. I would like to 
know of those people in the labour force how many have pensions and what is 
the amount of their pensions? 
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Mr. OSBORNE: May I ask a question on that last request? By people in the 
labour force do. you mean those who are contributing to pension plans? | 


Hon. Mr. CroLtL: From among the number of people in the labour force I 


want to know how many are and how many are not in pension plans and what. 


they are getting. Once you know how many are in pension plans you know 
how many are out. 

Mr. OSBORNE: You want to know how many people are in the labour force 
who are presumably working and earning a living and are, at the same time, 
living on a pension? 

Hon. Mr. Crouu: I am trying to relate the percentages. I want to know 
the percentage of people of 70 and over, and the percentage of people who are 
not in that category. Am I clear? Go on and ask me questions and I will see 
if I can make it clearer for you. 


Mr. OsBoRNE: I am not clear, Mr. Chairman, because, as I understand the 
term “labour force’’, these are people who are, for the most part, employed and 
earning a living. They are therefore not on pension but are contributing to a 
pension. 


Hon. Mr. Crouu: That is the figure I want, the number of peopie contributing 
to a pension, those for whom a pension will be provided. 


Mr. MonteItH: There are one or two things which the delegation indicated 
we might get the officials to develop for us. I wonder if I might reserve the 
opportunity to bring these matters to the attention of the committee afer I have 
read the proceedings. I would like to delay my remarks. 


Mr. CHATTERTON: I think we should ask our officers to check on the accuracy 
of chart 1. We want some confirmation from our staff as to the accuracy of 
chart 1 in the Life Insurance Officers brief. 


Mr. FrRANcIsS: Mr. Chairman, I wonder if we could have a very short sum- 
mary of Mr. Anderson’s remarks of this morning. I know Mr. Osborne was given 
a lot of work but I would like to know about the three countries—Sweden, 
Finland and the United Kingdom—which have the two types of pensions. I 
would like to have some sort of document giving us the basic story of employer- 
employee contributions and the flat rate pensions and the supplementary pensions 
in these three countries. 


Mr. OSBORNE: Mr. Chairman, I would like to refer Mr. Francis to the pro- 
ceedings of the Senate of Canada special committee on aging, number 24, 
Thursday, December 10, at which Dr. Willard was the witness. In his testimony 
there is included a description of social security programs in several foreign 
countries including two of the three that were mentioned. It appears on page 
1626 for Great Britain and page 1628 for Sweden. Finland is not included. We 
will do our best to get material on the Finnish program. 


The CHAIRMAN (Mr. Cameron): Ladies and gentlemen, we have the great 
privilege and great honour this afternoon to have as our witness Mr. R. J. 
Myers, who is the chief actuary of the social security administration of the 
United States department. of health, education and welfare. He is the vice- 
chairman of the permanent committee of actuaries and statisticians of the 
International Social Security Association. He has been a consultant to various 
congressional committees. He is an international expert in the whole field of 
social security. He comes here as our guest and is accompanied by his charm- 
ing and beautiful wife who is seated to my right. I know we welcome them 
both sincerely to Canada. 

Mr. Myers has prepared a short memorandum of some of the things he 
intends to talk about. Unfortunately, there are not enough copies for each 
member, but probably in due course this will be incorporated as part of the 
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minutes of the proceedings, and you will all have the opportunity of reading 
it there. I think Mr. Myers intends to read a great deal of his brief this 
afternoon. I will now ask Mr. Myers to speak. 


Mr. ROBERT J. MYERS (Chief Actuary, Social Bea Administhabion of the 
United States of America, Washington, D.C.): Thank you, Mr. Chairman. 

Mr. Chairman, members of the committee, it is indeed a pleasure and. 
an honor for me to appear before you today in connection with this most 
important subject. I shall be glad to give you any information that I can about 
social security programs and their financing generally, as well as any specific 
factual matters which relate to the old age, survivors, and disability insurance 
program in the United States. 

First, let me state that my official position is chief actuary of the Social 
Security Administration, U.S. Department of Health, Education, and Welfare, 
and that I am a Fellow of the Society of Actuaries. I have held the position 
of chief actuary since 1947, and before that time, I held various actuarial 
positions in the social security administration and its predecessor organizations 
including the one that made the underlying studies for our program. 

I should like to submit for the record a biographical sketch giving some 
of my other past professional background, as follows: _ 


January 1965 


BRIEF PROFESSIONAL BIOGRAPHICAL DATA ON 
ROBERT J. MYERS 


Education 


B.S. in Engineering Physics, Lehigh University, 1933. M.S. in Ac- 
tuarial Mathematics, University of Iowa, 1934. LL.D., Muhlenberg Col- 
lege, 1964. 


Professional Experience 


Various actuarial positions with U.S. Social Security Administration 
since 1934: Chief Actuary since 1947. Actuarial consultant to various 
Congressional Committees and to Federal Judiciary. Missions of technical 
assistance in connection with Social Security programs of Bermuda, 
Colombia, Cyprus, Greece, Iran, Israel, Japan, Liberia, Nicaragua, 
Panama, Peru, and West Germany. Missions to study Social Security 
systems of Ceylon, England, Greece, Lebanon, New Zealand, Philippines, 
Soviet Union, Sweden, Turkey, and United Arab Republic. 


Professional Relations with International Organizations 


Committee of Social Security Experts, International Labor Office; 
Vice-Chairman, Committee of Social Security Actuaries, International 
Social Security Association; Pension Review Group, United Nations 
(1958-60); Committee of Actuaries, United Nations Joint Staff Pension 
Fund; President, International Fisheries Commissions Pension Society. 


Professional Societies 


Fellow, Society of Actuaries; Fellow, Casualty Actuarial Society; 
Fellow, American Statistical Association; Fellow, American Association 
for the Advancement of Science; Fellow, Royal Statistical Society (Eng- 
land); Corresponding Member, Spanish Institute of Actuaries; Associate, 
Institute of Actuaries (England) ; Member, International Union for Scien- 
tific Study of Population; Member of Council, Permanent Committee for 
International Congresses of Actuaries; President, Inter-American Asso- 
ciation of Social Security Actuaries; Population Association of America. 
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Professional Awards 


Distinguished Service Award, Department of Health, Education, and 
Welfare; Career Service Award, National Civil Service League. 


Publication of Book 


“Social Insurance and Allied Government Programs”, Homewood, 
Ill.: Richard D. Irwin, Inc., 1965. 


Military Service 


Captain, Army of the United States; 1942-45; final assignment in 
Medical Statistics Division, Office of Surgeon General. 


I should like to emphasize, however, that I am appearing today solely in 
a personal and professional capacity as an actuary and as a student of social 
security techniques and principles. 

And accordingly I am not officially representing either the United States 
Government or my organization, the Social Security Administration. 


As you will recognize, it would not be fitting for me to make any 
direct comments of opinion concerning the Canada pension plan that is 
now under consideration by your committee. 

Although I believe that I can be of the most assistance to your com- 
mittee by discussing specific questions that the members might care to 
ask, perhaps the best procedure would be for me to discuss briefly two 
very important subjects that I think are of interest to the committee— 
namely, (1) the general financing principles of social insurance as against 
those of private insurance, and (2) the question of contracting-out of 
social insurance systems. 


And when I use the term “contracting out” I realize that in some instances 
this term is used differently as referring to the contracting out of a national 
pension system by a parallel pension system of a state or province. However, 
I will not get into that subject at this point. 

As regards financing aspects, the basic difference between social insurance 
and private insurance is that the former—because of what may be assumed to be 
its perpetual nature, based on the continued existence of the government and 
the compulsory coverage features of the program—does not require the full 
actuarial reserves that are necessary under an actuarially-sound private in- 
surance or pension program. This is not to say, however, that large reserves 
under social insurance are necessarily undesirable, but rather only that they 
are not required for financial soundness. 

Under some circumstances in some countries, the desirability of capital 
formation and economic development might dictate that large reserves de- 
veloping under a social insurance program could have an important and desirable 
economic effect if invested properly. When this practice is followed, it is para- 
mount that the interests of the group covered by the social insurance system 
should be safeguarded in that the investments so made are sound and pro- 
ductive. 

On the other hand, under certain circumstances, it may be economically 
undesirable to build up large social insurance funds, since the money drawn 
from consumer-purchasing channels might result in a so-called drag on the 
economy. The matter then of how much advance funding and accumulation of 
assets in a social insurance system should be done is not merely an actuarial 
problem, but also one of an economic, and even political, nature. 

Now, let me turn to the financing basis underlying the United States old- 
age, survivors, and disability insurance system, which I will hereafter refer to as 
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O.A.S.D.I. There are many misconceptions about this matter. It is widely believed 
that at the inception of the program, the financing basis was a full-reserve one, 
similar to private insurance, and that subsequently it has changed to a pay-as- 
you-go basis and will so continue. Actually, this is not the case, because the 
original program was on only a partial-funding basis, and subsequent modifi- 
cations in the law have moved it further toward the pay as you go basis, but 
by no means entirely. 

I state this, however, with full recognition that in the past decade, O.A.S.D.I. 
has operated on more or less of a pay as you go basis, with income closely 
approximating outgo. Under present law, however, a substantial fund would 
be built up starting next year and particularly after 1967, when the scheduled 
increases in the contribution rates would occur. Under this basis, about 15 per 
cent of the cost of the program would be met by interest earnings, with the 
remainder, of course, coming from contributions of workers and employers. As 
you know, no direct government contribution to the system is provided. 

At the moment, it appears quite likely, however, that the financing basis 
contemplated in present law will be modified. There has recently been con- 
siderable concern on the part of many economic planners that the contemplated 
growth of the O.A.S.D.I. trust funds, resulting from the scheduled contribution 
rate increases, which will produce significant excesses of contribution income 
over benefit outgo, is economically undesirable at this time because of with- 
drawing consumer-purchasing power. For example, during consideration of 
legislation last year, the secretary of health, education, and welfare stated to the 
Senate finance committee that, under a proposed revised tax schedule ‘‘the con- 
tribution rates would increase more slowly and gradually than under present 
law, so that excessive accumulations of funds in the next several years, with 
possible depressing effects on the economy, would be avoided”’. 

Furthermore, in 1963-64, an advisory council on Social security financing 
established by law studied the O.A.S.D.I. program, and it has just issued its final 
report. This council recommended that the presently scheduled contribution 
rates should be adjusted ‘“‘to avoid the rapid increase in trust fund assets 
that will otherwise begin with the rate increases scheduled for 1966 and 
1968”. The council then went on to express its belief that the long-range cost 
of the program should be recognized by a schedule of contribution rates in 
the law, but that a large fund should not be developed. Instead, the fund should 
be sufficient in size so that it can “meet temporary excesses of outgo over 
income due to relatively high benefit costs or low social security tax revenue 
in a particular period.” The council believed that an adequate fund would 
be in the neighborhood of 1 year’s benefit payments; this would mean that, 
over the long range, interest earnings would supply only about 4 to 5 per cent 
of benefit costs. 

In my personal opinion, the position of the advisory council is sound, 
although I do not see any objection to somewhat greater funding than it 
proposes. Of course, full funding of a social insurance program would, un- 
doubtedly, be not only undesirable, but probably impossible, considering the 
vast amount of funds that would be involved. As I indicated previously, the 
matter of the extent and degree of funding of a social insurance system can 
differ greatly as between different systems and different countries. Then, too, 
the situation is quite different for a program that is just beginning operations, 
with relatively little benefit outgo as compared with what will be the case 
in a decade or two, as contrasted with a system that has been operating for 
a period of time. 

Now, turning to the matter of contracting-out of social insurance systems 
which provide pensions, I believe it is safe to say that in the United States, 
there is general unanimity of opinion that this is not desirable. When our 
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legislation was initially enacted in 1935, consideration was given to this 


possibility, but it was rejected. 
In my opinion, contracting-out of a national pension scheme might be 
technically feasible if workers were employed by only one employer during 
the course of their working lifetimes. But, this, of course, is not the case, 
and it seems to me that difficult problems of equitable treatment and transfer 
of benefit rights will arise if contracting-out of a social insurance system is 
permitted. Initially, this may work reasonably well, but as the social insurance 
plan is revised and modified to reflect changes in the social and economic 
life of the country, equitable coordination provisions will become overwhelm- 
ingly complicated. 

I believe that by far the best procedure is to have the social insurance 
system as the basic floor of protection and then to have private pension plans 
supplement it. This has been widely done in the United States in connection 
with our O.A.S.D.I. program, and it is interesting to note that the coordinating 
methods involved have, over the years, moved away from closely-geared 
coordination to more general coordination. 

I well recognize that in the part of the British national insurance scheme 
which provides earnings-related benefits, contracting-out is permitted and 
seems to be functioning well. In fact, the number of persons contracted out 
represents almost 25 per cent of the total who could possibly be contracted 
out. But, a large proportion of these are government employees for whom co- 
ordination provisions by law are readily possible. In the long range, I think 
it is quite possible that this contracting-out basis could produce great diffi- 
culties—as, for example, if the social insurance system were changed so as 
to be on a dynamic basis, with automatic adjustment of benefits to changes in 
the cost of living or in the earnings level. Under such circumstances, it might 
be difficult, or even impossible, for private plans to provide contracting-out 
benefits of comparable amounts, as they are required to do. 

I would now be pleased to answer any questions that the committee may 
have about my presentation, or about any other matters that it might choose 
to inquire about. 


The CHAIRMAN (Mr. Cameron): Mr. Prittie is first. 


Mr. Prittre: Mr. Chairman, I have one question to ask Mr. Myers. Do 
the private insurance plans in the United States have some assurance, for a 
number of years ahead, in respect of what the level of deductions and pay- 
ments for the government plan will be? This has been raised here as a 
personal objection on the part of some people who administer these plans. 
They would want to know that the percentage of payroll deduction would be 
fixed for a number of years. Is there some assurance for a number of years 
ahead in the United States? 


Mr. Myers: Really the answer to your question is yes and no. Since our 
system has been established we always have had the principle of having 
a complete long range schedule of contribution rates in the law. As you know, 
no one congress or parliament can bind the hands of the next one, at least 
in this respect since these are taxes—our contributions are legally taxes. 
Although there is this schedule in the law, from time to time it has been 
changed. You can say that planning could be made on the basis of this 
schedule for all years into perpetuity, but you cannot absolutely count on 
this as you can with an insurance company contract, because the next congress 
can change the schedule, for example, even lower the rates or else raise them 
when more benefits are provided. 

However, I think our private pension plans have had some indication 
from these schedules as to how the future is likely to proceed with regard 
to contribution rates under the system. 
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Mr. PRITTIE: In your opinion does the practice of changing rates by sub- 
sequent congresses or parliaments present any real problem for the private 
plans in the working out of the changes they may have to make? 


Mr. Myers: I do not think it has presented any real problem. I think 
the areas in which the private pension plans have had more problems perhaps 
are in respect of earnings that are above the maximum that is taxed and 
credited—what we call earnings above the earnings base. Many private plans 
have been coordinated with the social security system by giving somewhat 
larger benefits on the higher earnings. I think what they have reconciled 
themselves to doing is changing this breaking point in their own formula 
whenever the social security base is changed. These changes are apt to occur 
in the future whenever wage levels move upward. 


Mr. AIKEN: I understand the United States social security covers people 
who are employed at more than $200 a year and self-employed persons at 
$400 a year or higher. Is that a correct assumption? 


Mr. Myers: That is not quite correct. Let me give you the specific provi- 
sions. There are a number of different categories. For employees in industry 
and commerce, and several other categories of employment, there is no dollar 
amount whatsoever; in other words, a person who goes to work for a store or 
a steel mill and just works there one day is covered. Now, for employees 
who are in domestic service, the requirement is $50 of cash wages in what 
we call a calendar quarter, a three month period. 


That would in effect be equivalent to $200 a year. The same require- 
ment of $50 per calendar quarter applies to employees of what we call non- 
profit organizations such as in the charitable or religious field, like churches, 
hospitals, or private universities. Again, that would be the $200 per year 
basis. For agricultural labour or agricultural workers, the requirement again 
is different. It is $150 during a calendar year, or a minimum of 20 or more 
days of employment when the wages are paid on a time basis. Actually the 
requirement for most agricultural workers is $150 a year, and this excludes 
crop pickers or people who work for only a day or two for one farmer and 
who do not earn enough to make $150. 


As to self-employed persons of all types, such as store owners, farmers, 
and even certain people who are considered to be self-employed, although 
they are not, such as ministers, the requirement is that they must have $400 
of net earnings from their self-employment activities. 


Mr. AIKEN: Could you tell us approximately how many, or what percentage 
of the working force is covered by this plan with the limitations which you 
have mentioned; that is, the minimum exemptions? 


Mr. Myers: On a typical day throughout the year about 87 per cent of 
the number of persons then working are covered by this system. This 87 per 
cent includes about one per cent who are railroad workers, who have a separate 
system: but it is in many ways closely co-ordinated with the O.A.S.D.I. system. 
You might be interested in the 13 per cent who are not covered. 


Mr. AIKEN: Yes. 


Mr. Myers: About three percent of them could be covered by this system 
if they so elected to be covered, or if their employers elected that they be 
covered. This consists mostly of the employees of state and local governments, 
which must elect to have their employees covered by this system; and in 
certain cases the employees also must elect to be covered. This three percent 
also includes employees of non-profit institutions that have not elected to be 
covered, although most of them have. Ministers too have an optional right to 


g be covered. That brings us up to about 90 per cent covered by the system 


either compulsorily or by election, including those who do not elect to be 
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covered. Of the other ten per cent, about five per cent are either federal em- 
ployees, most of whom are not covered by the system, or employees of state 
and local governments that have their own retirement systems. In fact the 
only federal employees covered under O.A.S.O.I. are those hired on temporary 
appointments. Regular civil servants have a separate civil service retirement 
plan. This five percent also includes state and local government employees who 
have their own system and are not in the O.A.S.D.I. system. 

The remaining working force of the country not covered by the system 
includes primarily people of low income such as self-employed farmers who 
have very low cash income, subsistence farmers, migrant farm labourers, 
domestic servants who may work only a day or so for any particular employer, 
unpaid family labour, and in addition self-employed physicians who are the 
only profession not covered on a compulsory basis as self-employed. 


Mr. AIKEN: I understand there is no universal retirement pension such as 
we have in our old age security for everyone. Is that correct? 


Mr. Myers: Yes, that is correct. We have an old age assistance system in 
all the states, but we have no national system comparable to your old age 
security program. 

Mr. AIKEN: So these people who are not in the working force as you have 
just described it have no retirement coverage. 


Mr. Myers: They have none coming from the government. 


Mr. AIKEN: Could you tell me what percentage of the heads of families is 
not covered in any way through your O.A.S.D.I., or who could not be covered? 


Mr. Myers: I think if you take the heads of families the percentage not 
covered would be a bit smaller than the figure I gave you, because among the 
five per cent who have no coverage at all would be many people who were not 
primarily in the labour market. In the long run we expect that probably 96 to 
98 per cent of all persons aged 65 and over will be eligible for benefits because 
at some time or other during their or their husband’s working careers they 
will have obtained enough covered employment to qualify. For example, even 
doctors, although they are excluded as self-employed persons, might be em- 
ployed during a part of their working career and have established sufficient 
covered employment to qualify. 


Mr. AIKEN: Has there been any change in the minimums established since 
the system was started? 


Mr. Myers: The minimum requirements for coverage, you mean? 


Mr. AIKEN: What I refer to is your comparison. We have established a 
minimum of $600, but I notice that yours is quite a lot lower. I wonder if there 
is any experience in changing this minimum within the United States system? 


Mr. MYERS: No, there have been no changes. But there is one thing I forgot 
to mention in regard to coverage. Eligibility for benefits depends on quarters 
of coverage which in general are $50 of wages paid in the calendar quarter. 
A person can contribute on less than $50, and he might do this without getting 
credit. But in order to get credit for coverage, he must have $50. That same 
$50 requirement has been continued unchanged in the law ever since it was 
established in 1940. Likewise the coverage required for self-employed persons, 
$400 of net earnings in a year, has not changed since 1950. So the simple answer 
to your question is that there has been no change in these requirements. 

Mr. AIKEN: What has been your experience in seeking out and collecting 
from marginal persons, who, let us say, live on the land, or who live very 
close to the minimums which have been established? First of all, are they 
anxious to come forward to be covered, or do you have to make an effort in 
seeking them out? 

Mr. Myers: This is a difficult question to which to give a yes or no answer. 
Frankly, we do have difficulties in this particular area. I think our coverage 
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of industrial and commercial workers has been virtually 100 per cent, as one 
might expect, and likewise in the coverage we have had of state and local 
government employees and non-profit institutions, there has been no problem. 

But in the area of agricultural workers and domestic workers and of low- 
income self-employed persons there have been considerable problems of 
enforcement, although gradually over time we are getting more and more 
enforcement. Studies have shown that probably we are missing about 25 per 
cent of coverage among the agricultural and self-employment areas and 
probably also in the domestic service area. Many housewives do not want to 
bother to report for a maid who comes in occasionally, but who earns sufficient 
to meet the $50 quarterly requirement. However, for domestic servants working 
full time and living in, there is about as complete coverage as in the industrial 
or commercial field. 

But we have made considerable efforts particularly in the agricultural 
self-employment area. In part it is a matter of education, for such people with 
low incomes do not realize that they should be covered, and also that it is to 
their very great advantage to be covered. These people generally do not have 
to pay income tax because there is a $600 per person exemption. A married 
farmer would have $1,200 exemption if he had no children. Often he does not 
realize that if he has $400 of net income he is not only eligible for social 
security but is also compulsorily covered. 


Mr. AIKEN: Thank you. 


Mr. CANTELON: Part of the answer I want has already been given in your 
answer to Mr. Aiken. 

Just to bring this into focus, I hope you will not mind if I ask you to repeat 
some of it. 

Schottland wrote a book called ‘‘The Social Security Program in the U.S.” 
published in 1963, and in it he says this: 


Because the Congress did not want to require low income farmers 
to keep financial records which they ordinarily did not maintain, an 
alternative method for determining net earnings was established. 


Will you tell us what this alternative method was? 


Mr. Myers: This method has undergone certain changes over the years. 
As was stated, particularly low income farmers, who perhaps really do not 
know what their net income is and who do not need to know what it is for 
income tax purposes because they do not have income tax liability, can simply 
take two thirds of their gross cash income and use that as a net income. In a 
sense that does permit some low income farmers to have optional coverage. 

The way the provision specifically works is that a farmer can use this 
method if his gross income is $1,800 or less, or if his net income is $1,200 or 
less regardless of his gross income; then he can use two thirds of his gross 
income. For example, if a farmer has a gross income of $1,500 and a net 
income of under $1,200, he can take two thirds of that and use $1,000 as his 
reportable income for social security purposes despite what his net might be. 
He might have no net income or he might not know what his net income is. 

In fact, even a farmer who is generally prosperous can sometimes use this 
method. Let us say he had a crop disaster in one year and, as a result, although 
he may have had a gross income of $3,000, he had no net income. He could 
use this method to report $1,200 of income and thus to some extent maintain 
his social security record. 

Mr. CANTELON: That is what I was wondering about. He could maintain 
his social security record no matter what happened. 

I understand, too, that the armed forces were not covered by the scheme 
until 1957 and then they were taken in. I might point out that our armed forces 
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are not covered by our scheme. I wonder if you could give us any comments 


on just why the armed forces were then added to the scheme. 


Mr. Myers: Before 1957 there was a partial type of coverage for the armed 
forces on a gratuitous basis. People in military service in certain circumstances, 
such as honourable discharge or death in service, were given an arbitrary 
amount of wage credits of $160 a month as long as this was not used for 
military pension, and in some circumstances even if it was. 

In 1953 the president appointed a committee to study the matter of co- 
ordinating the social security system with some 15 to 20 retirement systems 
for federal employees, both civilian and military. 

The committee looked at all these systems and made recommendations for 
covering all federal employees under social security, with other systems being 
modified or co-ordinated accordingly. 
| In regard to the military, it was recommended that military personnel 
should be brought under the social security system, just like all other people 
in the country, and that the military retirement system should be left un- 
changed. In regard to civilian employees, the recommendation was generally 
that social security coverage should be extended but that the retirement systems 
should be adjusted downwards. The total benefit protection would be greater, 
but the amount coming from the separate pension plan would be reduced. The 
vast majority of people in military service leave after a few years and get no 
rights under the military system, and under this suggested plan—which was 
actually adopted—these people would at least have social security credits. 


Mr. CANTELON: May I interrupt? Is this due primarily to the fact that 
you operate a draft system as opposed to a professional army? 


Mr. Myers: I do not know why the military were not included in your 
plan, but in ours this was a large factor, and particularly in connection with 
the enlisted ranks because they would go in for two, three or four year 
terms and never obtain the 20 years of service required for a pension. 

In regard to the relatively few who stay through to 20 years and get a 
pension, it was still felt that this duplication of benefits was not as bad as it 
might at first seem. Those who serve for the 20 years to get a military pension 
very frequently retire from military service at as low an age as 40, or possibly 
not much higher than 50. They then get some other type of job and qualify for 
social security benefits anyhow. So it was felt that it is more advantageous 
for them to have a complete social security record for their entire lifetime 
than to get a social security benefit based on a short employment record, 
and thus at a relatively high level. 


Mr. CANTELON: Thank you. 

I am also very much interested in the fact that under our plan there are 
what I think are disadvantages to students. Are there any arrangements for 
students in your plan whereby their years of low summer earnings are ex- 
cluded as contributory years as far as determination of the average monthly 
wage is concerned? 


Mr. MYERS: Yes. The students who have summer jobs or part time jobs are 
covered by our social security program regardless of their age. We have no 
age limits either at the bottom of the scale or at the top of the scale, so the 
employer never has to ask the employee how old he is, or at least the em- 
ployee does not have to prove it for social security purposes. 

What happens to a student who works at low wages and then later on has 
relatively high wages? He is by no means penalized by these low earnings 
because these do not count for the benefit computation unless they happen 
to be relatively high years, in which case he can substitute them for other, 
lower years. At the same time, these wages help him to attain eligibility, so 
he is perhaps building up benefit rights. 
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For example, let us take a student who works during his ’teens and is 
acquiring coverage although he is obtaining a relatively low wage. If he 
graduates from college at, say, age 21 he might work for a couple of years at 
a good wage, and then perhaps he becomes disabled. For disability we have 
a requirement of five years of coverage in the last ten years. The time he 
worked as a student would help him to meet that five years requirement that 
- otherwise he might not have met. The amount of his benefit, however, would 
be based on his average wage since he was 21, and he can drop out those 
low years while he was in school. 
On the other hand, these wages might be used in a case such as this. 
A student graduated from college at, say, 21, and then went abroad and 
perhaps pursued his education in Europe for six years; and then he came back 
and started working again. These years of zero earnings from age 21 onwards 
could be replaced by some of the years with earnings he had before he was 
21; they may not be very high, but they would be better than nothing. 


Mr. CHATTERTON: These apply to students only? 


Mr. Myers: No, this applies to anyone. I was just giving an example of 
a student. 


Mr. CHATTERTON: The 22 years applies to anybody, not just to students? 
Mr. Myers: It applies to anybody. 


Mr. CANTELON: Can you give us some explanation why the tax rate for 
self-employed persons in the United States is not twice as much as that levied 
on the employee? 


Mr. Myers: This has been our basis ever since self-employed persons were 
first covered by the 1950 amendments. There is no actuarial reason for this. 
It was purely a matter of political compromise you might say—or diplomatic 
compromise! 

We had an advisory council that considered the question of extension of 
coverage beyond the group initially in the program. This advisory council 
debated back and forth the matter of what the self employed person should 
pay. On one hand it was argued that, from a financing standpoint, the self 
employed person should pay the employer and the employee rate because for 
a given amount of wage credits the system should get the same contribution 
whether in respect of an employee or a self employed person. On the other 
hand, the argument was made, as I remember the case, that a man who owns a 
small barber shop and who has one or two employees and is making about 
the same money as his employees is going to get the same benefits as they ~ 
get, so therefore why should he not pay the same contributions? That was 
the argument made for paying only the employee rate. The compromise was 
made midway between those two arguments so that it was decided that the 
self employed person should pay 14 times the employee rate. 

Another argument was made, which I think was completely fallacious, 
although it appears in the literature. This argument was that many self em- 
_ ployed persons derive income in part from capital, and perhaps on the average 
25 per cent of self employment income comes from capital and therefore the 
contribution should be only on 75 per cent. The fallacious part, in my opinion, 
is that the self employed person is getting credit for benefits on the entire 
100 per cent and therefore the contribution base should be the same. 

I might mention that we have just had an advisory council complete its 
work and it recommended that the self-employed rate should be reduced, 
not absolutely, but rather the rate now in effect should stay unchanged, 
although the employee-employer rate may go up; so eventually the goal would 
be that the self-employed would pay a rate equal to 1 per cent more than the 
employee pays. In other words, for example, if the employee rate increased to 
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Do per cent, the self-employed should pay 6 per cent. The administration has 
not recommended anything like this in the bill presented recently to congress, 
where the same basis of three quarters applies. 


I have personal opinions in this connection which I have expressed else- 
where. In principle, I think the self-employed should pay the full employer- 
employee rate because I look at systems from their financing point of view, and 
from that standpoint the system should get the same money from each of 
the two groups. In our particular situation in the United States what I would 
do, if I had the choice, which I do not have, would be to have an arrangement 
whereby the self-employed should pay the full employee-employer rate and 
that half of it should be considered as business expenses. 


In the United States, you will recall, the ‘employee cannot deduct his 
contribution for income tax purposes. Although in theory I think this is right 
for the United States, I do think that perhaps we will move the other way 
and come down from the present 14 times the employee rate to a somewhat 
lower ratio. Also, I might mention that the trend toward the lower ratio 
perhaps will occur because as the system becomes more and more costly, as 
the contribution rate goes up, the impact on the self-employed, of course, 
becomes rather large, dollarwise, since the self-employed pay their income 
tax once a year. This can create quite a bit of consternation on the part 
of some constituents, and then they will write to their congressmen, par- 
ticularly the farmers who are still a very potent group. 


Mr. CANTELON: I do not like to use up too much of your time but I 
would like to put one more question. I understand that in the appeal procedure 
in the United States system there are some four steps. If I am correct in that 
assumption could you tell me what they are? 


Mr. Myers: This is one aspect with which I am not too familiar. But, as 
I understand the situation, a person can appeal first directly to the social 
security administration and say: “‘Will you please re-examine this; I think you 
made a mistake.’ But, he does not have to do that; he can make an appeal 
directly to the appeals council. This is one of our units which has a degree 
of independence from the rest of the administrative machinery. This unit will 
re-examine the case. In many cases it overrules the administrators. The other 
source I know about, to which the person, after he has exhausted that remedy, 
can go, is the courts. We have had numerous cases which have been taken to 
court and, occasionally, we even lose a case. 


Mr. CANTELON: In any event, that would be three? 

Mr. Myers: That is three. I do not know of the fourth, although there 
may be a fourth. 

The CHAIRMAN (Mr. Cameron): Would you proceed, Mr. Munro. 


Mr. Munro: Mr. Chairman, I wanted to ask Mr. Myers a couple of ques- 
tions in respect of an article by Raymond Moley. I gave Mr. Myers this 
article prior to the meeting. It appeared in the Insurance Management Review 
of October 17, 1964, a copy of which was put in our record, I believe,-a few 
days ago. The questions I wanted to ask are in respect of quotations that 
appear in the article which, I think, are typical of some of the criticisms that 
have been levelled at the Canada pension plan. Now, you are quoted by 
Mr. Moley as having been quoted in the minority report of the ways and 
means committee on the 1964 house bill as having made the following remarks 
to which Mr. Moley has added his own comments. These are the remarks: 


“For those now on the rolls, it is likely that they would have paid, 
at most for about 10 per cent of the ‘benefits actually payable to them.” 
The fact is that people retiring today have by no means ‘‘purchased” 
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their benefits. To cite a hypothetical case, a man with wife of the 
same age who retires in 1964 will have paid into the system since 1937 
$3,516. He will receive a benefit expectancy of $32,000. 


This has been referred to as a bonus by some people who have appeared 
before the committee. I wanted to know from you how valid you think it is 
to place a present value on expected benefits when you are talking about a 
social insurance program. 


Mr. Myers: I think from a mathematical standpoint these figures can be 
calculated, as I did. The question really is not on the mathematics of it but on 
the relevancy of the matter. For example, are the benefits strictly related to the 
contributions; in other words, if the benefits were closely related to the amount 
that could be purchased from the contributions, the system then would not be 
doing the job it would be intended to do and it would not be a social insurance 
system. I think for a social insurance system to be effective it must pay benefits 
that at least bear some relationship to the social adequacy needs, and thus 
necessarily in the early years of a system relationships like this will develop. 


Mr. Munro: In other words, would you say that any talk along these lines 
would be more relevant to private pension plans, as we know them, on a fully 
funded approach rather than a social insurance program? Would it be fair to 
say that? 


Mr. Myers: I think that the interpretation of what this means would be 
much more relevant to a private pension plan. The point is that when a state- 
ment like this is made I think the author intends to point this out as a horrible 
example. But, you could point this out as a desirable characteristic of social 
insurance; that it pays adequate benefits in the early years, rather than benefits 
in proportion to what the individuals paid in, because they did not have the 
opportunity of paying in many years. It is a way of giving past service credit. 
And, the same type of comparisons would show up in private pension plans 
which have been newly established. : 

If an employer who has been in business many years were to establish a 
pension plan today, in virtually all cases—at least, in all well planned pension 
plans—he would give credit for past service for his older employees. So, a 
person retiring shortly after the inception of the plan would have contributed 
very little and yet the pension paid would be many times greater in value than 
the contributions made since the plan started. The employer does this for the 
very reason he establishes the plan; he wants to retire people with adequate 
pensions. He is not interested in the dollar relationship between the money 
coming in and the money going out. His objective is to have a plan that is 
effective in taking care of his superannuated employees. 


Mr. Munro: I would like to ask you one more question, sir, in respect of 
that article. Mr. Moley is quoting Mr. Ray M. Peterson as having made the 
following statement: 


“Will an employer ask a private insurance company whether he can 
obtain larger benefits for new employees with the same joint employer- 
employee contributions? If he should ask me, this is what I would have 
to say. ‘About 80 per cent of joint employee-employer taxes involving 
your new employees is for old age benefits for the employee, his wife 
or widow. The remaining 20 per cent is for survivor and disability bene-- 
fits before retirement. Depending upon the marital status and the sex 
of your new employees and the rate of earnings, this 80 per cent of taxes 
would buy under an equitable group annuity contract at our present 
rates, 40 per cent to 60 per cent more in old age benefits than are pro- 
vided under the OASDI system’.” 
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Do you believe it is correct that the Equitable Life Assurance Society in 
this case could provide substantially better benefits than your O.A.S.D.I. system? 


Mr. Myers: The numbers are correct but the analysis is based on an entirely 
false premise. What is being done in this analysis is to say that the employer 
and the employee contributions are completely assignable to each individual 
employee, and this is sort of walking on the other side of the street from the 
first point that you inquired about. In a social insurance system if adequate 
benefits are to be paid in the early years of operation to those reaching retire- 
ment age—and this is necessary for such a system—this group will be paid 
more in benefits than they and their employers will have paid in contributions. 
Where does the money come from? Obviously, no social insurance system has 
any magic machine for turning out $10 when $1 is put in. Money must come 
from future employers. So, for the younger employees you must assume that 
part of the employer contributions is being used for the benefit of the initial 
older group and, therefore, you cannot assign the employer contribution for the 
younger group to these particular younger employees. If you could, these results 
of Mr. Peterson would come out. But, you cannot use the same money twice. 

This same situation prevails in private pension plans. If an employer 
establishes a private pension plan and, let us say, on the average his cost will be 
the same amount as the employee contribution rate, actually, generally speaking, 
he is not putting in the same amount for each person; he is putting in much 
more for the older employee and he might be putting in no money for the 
younger employee. 

There is still another point where he says that the Equitable could come 
in and give much more benefits to the younger employees. He could also say 
the same thing about a private pension plan. Let us suppose that X insurance 
company has insured a pension plan for a certain employer, and the employer’s 
average rate of contributions for both the older and the younger employees is, 
let us say, 8 per cent of the payroll. Another insurance company—for example, 
the Equitable—could come in and say “We can do much better for you. Just 
let us insure your younger employees and we can give you a rate of 5 per cent”. 
They can do this because if the plan were divided into two groups, the younger 
and the older employees, then the younger employees might have a rate of 5 
per cent while the older employees might have a rate of 15 per cent. When you 
average them out, it will come to the 8 per cent figure which I hypothesized. 

In the same way, in a social insurance system, the heavy cost for the initial 
generation of older people must be met by somebody, and by whom in essence 
is it met? By the employers of workers of all ages. 


Mr. Basrorp: I am interested in this point, Mr. Myers. When you were 
speaking of financing you mentioned that the United States social security had 
originally been a pay as you go plan but that it was now becoming a partially 
funded plan, that you were building up a fund. I was wondering what the reasons 
for that were. 


Mr. MvYers: I am sorry. What I tried to say was that originally our plan was 
drawn up on a modified funding basis and later it approached more toward a 
pay as you go basis. There are many people, at least in the United States, who 
say nowadays that when the system was originally established it was just 
like a private insurance company, that is, fully funded. I was trying to bring out 
that this was not the case; it was always a partially funded system and over the 


years it has moved in the direction of a pay as you go system although it is not 


now that completely, and I do not know whether it ever really will be. Under 
the present law it is not intended to be a pay as you go system. 

Mr. Basrorp: I am sorry; I misunderstood you. 

I have one other short question arising from some remarks made by your 
good friend Mr. Anderson this morning about self-employed persons. I am wond- 
ering whether you have the problem of people making an overstatement of 
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income in order to make higher contributions and therefore receive higher pen- 
sion benefits. How do you avoid this problem? 


Mr. Myers: I do not know of any studies that have been made on this. At 
least one element that would prevent people from doing this would be that 
it is collected in the same way and on the same form as their income tax, so they 
would have to pay more income tax. However, I will quite readily agree that 
for many people, particularly those who were older when the system started, it 
would be advantageous from a financial standpoint to have over-reported their 
income for social security purposes and paid more income tax because the value 
of their additional benefits would far exceed this. However, I do not believe that 
many people were sufficiently aware of the actuarial aspects of this possibility 
to do it, and generally people have the desire to try and cut down their income 
tax. I think we have been reasonably safe in that direction. 


Hon. Mr. McCutTcHEeon: Mr. Myers, I believe that you have recently pre- 
pared two papers relating to the O.S.I.D.I. system: one explaining the avoidance 
of indexing in determining benefit settlements and benefits in payment, and the 
other describing a feasible method of automatically adjusting the covered earn- 
ings ceiling by reference to your own system of accounting records. Could you 
say a few words on those two points of view, and tell us why you feel that they 
relate to two independent problems? 


Mr. Myers: Yes, Senator McCutcheon. I have prepared two such papers 
recently. One paper dealt with the question of automatic adjustment of 
benefits, and then, of course, adjustment of the entire system, to changes in 
either wage levels or price levels. I examined the pros and cons of the subject, 
of which there are plenty on both sides. As in many things dealing with social 
security systems in different countries, there is no single right answer. What 
might be right for one country might be wrong for another, and in fact several 
different approaches may be equally right or proper for a given country. At 
any rate, in this first paper I did examine the pros and cons of automatic 
adjustment, and the conclusion to which I came was a purely personal opinion 
that in balance it was better not to have an automatic adjustment of benefits. 

I would say the principal reasons why I had this view were that I believed 
a system would be established on the basis of the economic and social condi- 
tions prevailing at a given time. In the future when conditions changed, such 
as when wage levels rose, any financial resources coming to the system as a 
result of wages going up and thus generating additional funds available for 
benefit increases should be studied and utilized by the parliamentary or 
congressional body in a way that it saw fit. 

In other words, I believe that in an automatic adjustment system the whole 
benefit structure would become frozen and would have to move up automat- 
ically with changes in wage levels, whereas under such circumstances it 
might be desirable to change the system in some other way rather than just 
to increase everything uniformly. To give you an example of this, suppose 
that it were decided to place more emphasis on dependants’ benefits than 
on primary benefits. In a system that was not automatically adjusted, when the 
additional financial resources became available it would be possible to make 
the changes so as to give more money to the dependants and the survivors 
than to the primary beneficiaries, while, on the other hand, if a system 
were automatically adjusted everything would have to move up together. 

Still another example, I think, is that in regard to some dollar amounts, 
such as the earnings test or retirement test, if it is decided that the test has 
been too liberal in the past, then as wages rise, that dollar figure can be left 
unchanged and adjustments can be made in other parts of the system. In 
other words, you have quite a bit more flexibility without automatic adjust- 
ment. 
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Now, the other paper that was referred to was more of a technical paper. 
In it I examined the question of how we could adjust the maximum taxable 
earnings base, which is $4,800 under our present law, comparable to the 
$5,000 that I believe you are considering in the Canada pension plan. The 
problem was how this base figure could be adjusted to changes in the earnings 
levels, and especially how this could be done from the records of the 
system. I tried to write my paper very carefully so that it was made clear 
that I was not exactly advocating that this be done, although I think I perhaps 
suggested in the paper this might be desirable. My main emphasis rather was 
on how it could be accomplished technically. The problem arising is that, since 
we do not tax anything above $4,800, the covered earnings records that we 
have and from which we compute averages are limited by the $4,800 ceiling; 
so if we just use our average covered earnings for an entire year, the rise in it 
is not really indicative of the true rise in wages. 

For example, as a rough indication, if all wages in the United States 
were increased last January 1 by 10 per cent, our covered earnings would 
probably increase by only about 5 per cent because so many of the people 
are, in large part, above the $4,800 ceiling. The solution to this problem that 
I proposed was to consider only our first quarter’s earnings, that is, the 


earnings that are reported just for the first three months of the year, since 


so few of these are affected by the $4,800 ceiling. 


In our accounting procedure we get an exact count of these wages by 
quarters, so that we do have readily available without any further work the 


means for an automatic adjustment along the lines I indicated in my paper. 


Hon. Mr. McCutcueon: Mr. Chairman, I have not seen these papers, I 
have only heard about them. I am wondering whether, with the consent of the 
committee, I might ask Mr. Myers if he would let you have copies which might 
be incorporated in our proceedings because they deal with two rather important 
subjects. 


Mr. Myers: I would be very glad to send you copies. 


The CHAIRMAN (Mr. Cameron): Is that the agreement of the committee? 
It is agreed. 


Hon. Mr. McCurcHreon: In your statement you spoke just now of the 
retirement test. Correct me if I am wrong, but I understand that our proposed 
retirement test is similar to that currently being used under the O.A.S.D.I. 


Mr. Myers: Yes, senator, that is correct. In fact, it is noteworthy that the 
retirement or earnings test in the British system also bears a certain similarity 
to it. I might describe it just briefly so that you will see the similarities. Our 
earnings test applies to all beneficiaries, except disability beneficiaries. Thus, it 
applies to the survivors and the dependants such as the wife or children of a 
retired beneficiary. However, it applies only up to the age of 72. This test really 
has two parts to it; first there is an annual test. If a person earns $1,200 or 
under during a calendar year he can draw full benefits; if he earns over $1,200 
a year his benefit is reduced by $1 for each $2 of earnings for the first $500 of 
earnings in excess of $1,200. In other words, if somebody earns $1,700, $250 
would be deducted from his annual benefits. If his earnings are in excess of 
$1,700, there is a $1 for $1 deduction. 

However, overriding this there is the second part of the test which says 
that in any month, regardless of the annual earnings the individual has, if he 
has wages of $100 or less and if he does not engage in substantial self employ- 


ment, he will get the benefit for that month. Let me give you an example. 
Suppose somebody works and earns a considerable sum, perhaps $4,000 during 


the year, but only works for eight months during that year, the other four 


months he will get benefits. This is an advantage to seasonal workers and 


%* 


_ it also is a necessary provision to take care of the case of the year of retire- 
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ment; in other words, people might retire in the middle of a calendar year 
who have had very substantial earnings up until the time that they retire, and 
yet from that time on they are completely retired. We pay them the benefits 
for the subsequent months. On a family basis, the earnings of the husband 
reduce the entire benefits that flow from this record. If the wife works it 
affects only her benefit. If a widow goes to work she might lose all her benefits, 
but the children’s benefits continue regardless. 

Hon. Mr. McCutcHeon: You are applying this to survivors and dependants, 
whereas we are not proposing to do it under our scheme. 

Mr. Myers: That is correct. 

Hon. Mr. McCutcHeon: I understand your benefits are not subject to 
income tax? 

Mr. MyYers: That is right. 

Hon. Mr. McCutTcHEON: Would your present form of retirement test be 
viable or effective if the benefits were subject to a tax so that all a person 
would be losing would be the marginal benefit after tax. 

Mr. Myers: I have not particularly thought about that, but I think what 
you say is correct. 


Hon. Mr. McCutTcHEON: Has there been any pressure to reduce your 


- retirement test below 72 or to a lower age? 


1S ee 
2 
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Mr. Myers: Yes. I might give some history of this. Originally the retire- 
ment test had no upper age; then in 1950 when the self-employed were brought 
into the system, some of the people who argued against this said that many 
self-employed people work for their entire lives and would never receive any 
benefits. So, as a compromise measure a limit of age 75 was put in the law. 
Then, in 1954 when farmers were covered this same argument was brought up 
again and the age was moved down to 72. 

From time to time there has been talk of lowering this age to 70 or 68, 
but there has been no active move in this direction other than there have been 
some bills introduced to do so but they have not been bills which have great 
significance behind them. The advisory council to which I made reference stated 
in its report that the retirement test as it was operating seemed to be satis- 
factory, although it would always need to be examined. In essence they said 
that age 72 was satisfactory. 

Hon. Mr. McCutcHEOoN: The retirement test will be a factor in determining 
whether or not actuarially reduced benefits are taken at an earlier age, I 
assume. 

Mr. Myers: I think many people who take reduced benefits at an earlier 
age do so because they just do not have any substantial employment. As it 
turns out, however, if a persosn takes a reduced benefit at age 62 and then 
returns to work, the retirement test operates; he does not receive a benefit, and 
when he reaches 65 then immediately the actuarial reduction is recomputed 
to allow for the time the individual actually did not receive benefits. If a 
person retires at age 62 and then after retirement finds that he does not like 
it and returns to work at age 634 and works through to age 65 and then 
retires again, or at any point after age 65, the actuarial reduction then is 
based not on the original three year period but on the one and a half year 
period. — | 

Hon. Mr. McCutcHEON: There is a recalculation every time they move in 
and out of the labour force. 

Mr. Myers: No. this re-computation is done only at age 65. This is not 


_ done from the standpoint of equity, but is done in terms of administrative feasi- 
bility. 
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Hon. Mr. McCutTcHEON: The actuarial reduction can be taken at age 62 
subject to the retirement test. 


Mr. MYERS: Yes. 


Hon. Mr. McCUuTCHEON: As I understand it the O.A.S.D.I. is administered 
under two statutes. One statute levies the taxes and the other handles the trust 
fund and benefits. Would you explain the system and tell us how it arose. 


Mr. Myrrs: Really we have two separate acts; one is the Federal Insurance 
Contributions Act which is the taxing act and then there is title II of the Social 
Security Act which contains the benefits and trust fund provisions. The reason 
it arose that way is that when the law was being considered in 1935 there 
were grave doubts about the constitutionality of the measure; nobody really 
knew—it was an uncharted area. Moreover, about this time there had been a 
separate railroad retirement act enacted, I think the year before, which had 
been declared unconstitutional. So, this added to the fear that there might be 
constitutional problems and it was decided to put the two measures in separate 
acts and, moreover, to have complete separability. 

There was some language to the effect that there were to be appropriations 
to the trust fund each year in an amount sufficient as an actuarial premium to 
meet the benefit obligations. In practice what was done in those first years of 
1937 and 1938 was that the amount put in the reserve account was the estimated 
tax collections under the operating tax act less the administrative expenses of 
the various government agencies which administered the system; that is, both 
those collecting taxes and paying the benefits. There was a case testing the con- 
stitutionality of the program and when this was brought before the supreme 
court, the decision was that the system was perfectly constitutional. In fact, 
the decision made it clear that there would not have needed to have been quite 
the degree of separateness that there actually was. 

When our 1939 amendments were enacted a lesser degree of separability 
was introduced in that the contributions or the taxes, although still being col- 
lected under a separate act as part of the internal revenue code, in essence 
were appropriated 100 per cent automatically into the trust fund. The language 
in title II says that an amount equal to 100 per cent of taxes collected under 
this separate tax act should be deposited currently into the trust funds, and 
this same basis has continued from thereon. At present, not only benefit pay- 
ments but also administrative expenses are paid directly out of the trust funds 
so, in essence, there is a completely self-contained accounting, whereas the orig- 
inal act was a little vague on this. 


Hon. Mr. McCuTcHEON: So, the funds raised under the taxing statute are 
earmarked funds. 


Mr. MYERS: Yes. 


Hon. Mr. McCuTcHEon: A number of European countries are moving from 
the corporate tax, as we know it, to the so-called value added tax as a basis for 
taxing corporations. I believe it has been suggested by the committee for eco- 
nomic development in the United States that serious consideration might be 
given to the United States moving in that direction? Whether or not it now 
appears to have been necessary, have you given any consideration to a com- 
pletely separate taxing statute as opposed to a statute that both imposes taxes 
and grants benefits; would that facilitate the integration under a value added 
tax system. 


Hon. Mr. Crout: Would you explain what this is? It is new to me. 
Mr. Myers: I was about to disclaim all expertise on this subject myself. 
Hon. Mr. CROLL: I am in the same boat. 


Mr. Myers: Senator McCutcheon may be able to tell us more about 
it. I do not know enough about general tax structures and relationships to give 
you any authoritative answer. 
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Hon. Mr. McCutTcHEon: Members of the committee do not like me to give 
evidence. 


Mr. KNOWLES: We have been waiting for days to get you on the stand. 
Mr. Munro: We would appreciate it if you would give evidence. 
Hon. Mr. McCutcHeon: Not this afternoon. Thank you, Mr. Myers. 


Mr. LuoyD: Be careful, senator; they are speaking about evidence and not 
comments. 


Mr. FRANCIS: I would like to ask Mr. Myers whether he has had an oppor- 
tunity to look at the bill which is before this committee. I am thinking particu- 
larly of the provisions for the collection of the employers’ contribution. 

Are they substantially similar to those which operate under the O.A.S.D_I. 
system in the United States? 


Hon. Mr. Crouu: I have no objection to Mr. Myers answering the question, 
but he does have to go back to Washington today and he has to live with 
our own department here, too. 


Mr. Francis: All right. All I was asking was whether or not there are 
differences in the procedures adopted. What is the procedure for the collection 
of employer contributions in the United States? I did not intend to ask a loaded 
question. 


Mr. Myers: The way that we collect the social security taxes or con- 
tributions differs among the different classes of coverage. Let me deal with 
them in turn. For the major group of employees in the industrial and com- 
mercial field the way the law reads is that the employer is responsible for the 
employee’s contribution, and he is authorized by law to deduct it from the 
wages of the employee as he pays them. So what is customarily done is that 
the employer withholds the contributions from the employee each pay day. 
We do not have the feature which is in the Canada pension plan concerning 
the first $50 month, or $600 a year, because we start right away from the first 
dollar until the employer has collected on $4,800 in a year, whereupon he 
ceases to withhold. 


Mr. Francis: Let us take an extreme case. Suppose this contribution was 
reached in the first quarter, I mean the entire employer contribution in respect 
of that employee. It is then all collected in that quarter. 


Mr. Myers: It would therefore cease for the rest of the calendar year. 


Mr. Francis: Have there been any complaints from employers in regard 
to administrative complications with their payroll records? 


Mr. Myers: No. I think that generally employers have been able to handle 
this quite well. But there have been several complaints along those lines over 
the years. One complaint occurred many years ago during 1937 and 1938 
when we had a provision that there would be no contribution collected after 
a person reached the age of 65. This created all sorts of complexities because 
particularly in the 1930’s many employees did not give their correct ages to 
their employers. But this provision was eliminated. I think the employer or- 
ganizations took a position in favour of it, and ever since we have had no age 
limit. We do occasionally have criticism from some employers in regard to 
cases where the employee may work for more than one employer during the 
year. 

Mr. FRANCIS: That was going to be the next point I was intending to ask 
you about. 

Mr. Mvers: Whether such dual employment is done concurrently, or one 
after the other, employers at times have said that since the employee does 
not have to pay on more that $4,800, because he may get a refund on his 
income tax as a credit for anything he has paid over and above $4,800: Why 
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do we not get some sort of refund as well? I think our answer has been that 
as a practical matter it would be extremely difficult to try to decide just how 
to allocate the money. If you said that the first employer during the year 
should pay it, it would not seem fair; and if you tried to prorate it, there 
might be difficulties too. Also, any such procedure would invade the employee’s 
privacy. He might not want his employer to know that he is moonlighting. 
So with all the complexities involved, I think we have generally been able 
to convince employers that although there might be some grounds for claims 
of equity here, nevertheless that on balance this is the only reasonable way 
to do it. 

Hon. Mr. McCutcHreon: They have become reconciled. 

Mr. Myers: Possibly. 

Mr. Francis: Thank you. 


Mr. Myers: The various categories of self-employed pay after the end 
of the year on their income tax return. For those who are self-employed and 
also have wages it is a very simple matter. They just pay on the difference 
between the wages they have had and the $4,800 limit. If they have wages 
of more than $4,800, they are not covered as self-employed persons. 

As far as the employer in the industrial and commercial field is concerned, 
he withholds the money from the pay. Then, except in the case of some small 
employers, the contributions must be deposited with the government at the end 
of every month, and every three months the employer turns in a detailed 
statement listing the names of the employees, their account numbers, and the 
amounts of wages and the total taxes for the three month period, and this is 
reconciled with the deposit he made previously. 

For the housewife with domestic servants, we have a short reporting form 
which we hope will ease the burden on her, in which, each quarter, she reports 
the wages paid and the amount of contributions that are due. In actual practice 
in the United States virtually all housewives pay the employee’ s contribution 
as well as the employer’s contribution. 

For those people who are in non-profit organizations, where there is no 
contribution liability until they have earned $50 a quarter, but then on that 
$50 too, it is up to the employer to administer it. The employer may pay the 
$50 and not withhold until the $50 is reached, or he may withhold on the entire 
$50 as it is paid; but for most employers that $50 limit does not mean anything. 
The same thing applies to domestic servants. Another reason the housewife 
usually pays the employee tax is that if she does not deduct it from the pay, 
until the pay reaches $50, and if she then deducts it all out of one pay, it will 
look like a very large payment. So it is much simpler for the housewife to 
pay it herself. 

Hon. Mr. McCutTcHeon: She wants to keep her maid. 


Mrs. RmpEOUT: I wonder if I might ask Mr. Myers whether the disability 
benefit provisions in the American program have been successful. 


Mr. Myers: I think they have been reasonably successful. We pay benefits 
to approximately 800,000 disabled persons each month. I am not using this as 
a sign of success or lack of success, but just to indicate the magnitude of the 
program. The wife of the disabled worker receives a benefit payment only when 
she is either over 62 or, in most cases, when there are dependant children 
present. The payments on the average run about $90 a month for the worker, and 
roughly half again as much for each dependant up to a certain maximum. 

Our definition of disability has been a very strict one. We get complaints | 
about it very frequently. We also get many appeals about it, and some law 
suits too. But in essence it is intended to be a definition for total and permanent 
disability, and the benefit is paid only after there is the equivalent of a seven 


month waiting period during which the person must have been disabled. Our 
experience has been reasonably favourable despite some very dire predictions. 

In the very beginning, in the first few years, when we examined our ex- 
perience, it seemed to be extremely favourable because we had people becoming 
disabled at so much lower a rate than we had estimated. We had been partic- 
ularly pessimistic about the likely experience for the fair sex, where we thought 


that disability would be from 50 to 100 per cent higher than for men. But to our 


surprise we have not had that result as yet. 

The rates of becoming disabled for women have turned out to be 25 per cent 
lower than for men. As a result of this initial experience with the rate of people 
becoming disabled, we reduced our cost estimate some and liberalized our 
program in various ways. Then we found later that the rate that people were 
staying on the pension roll was greater than we had anticipated. In other words, 
people were not dying off or recovering quite as rapidly as we thought possible. 
It was rather embarrassing. We had to raise our cost estimates. Accordingly, the 
amount that was originally allocated for this program now has to be increased. 
Originally we had thought that one half per cent of the payroll from the em- 
ployer and employee combined would finance the program adequately. 

We now find that it would have financed the original program, but with 
the way it has been extended we now find we need something like .65 per cent, 
or roughly two thirds per cent of payroll to be allocated to operate the system. 
Legislation is pending which I think will be approved to accomplish this. 

Mrs. RIDEOUT: Could you pinpoint any particular area of difficulty? 

Mr. Myers: The disability program is, I think, quite obviously more diffi- 
cult to administer than the retirement or the survivor programs because, of 
course, both age and death can be proven fairly readily. The earnings test is on 
the whole not too difficult to administer in regard to the people who have retired. 
Of course, for the survivor cases there are not many problems, but the determi- 
nation of disability is frankly difficult. 

Mrs. RIDEOUT: You have had to be very firm? 

Mr. MYERS: We have been very firm despite, sometimes, congressional pres- 
sure! 

Congress itself, both in the law and in the committee reports, emphasized 
that we should be very strict on this; and this has been re-emphasized over the 
years. 

Mr. AIKEN: This does not apply to individual congressmen, I assume. 

Mr. Myers: No, we could find cases where a congressman has made very 
strong statements in general about this matter of strict definition of disability, 
and at the same time in the case of a particular constituent he may have felt 
rather unhappy that we had turned the case down. 

Mr. KNOWLES: It would be quite different up here! 

Hon. Mr. Crouu: In earlier evidence before the committee it was indicated 
that in the 30 years of the existence of the plan—and you were there at the be- 
ginning, I believe you told us— 

Mr. Myers: Yes. 


Hon. Mr. Crotu: —the government has had a look at it about every two ath 


years on average, correcting it, changing it and what-not. Is that the history 
of the plan? 

Mr. Myers: To quite an extent, that is the case. 

Let me describe the history of the congressional consideration. The program 
was established as a result of studies made by the committee on economic 
security in 1934 and 1935. In 1937 and 1938 an advisory council was established 
by the Senate finance committee and the executive branch jointly. The important 
amendments of 1939 resulted. 
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During the war years, of course, there was no real consideration of the 
program, and only certain minor changes were made, except for the fact that 
the tax rate was frozen at the initial level. 

Following the war, a study group was established by the house ways and 
means committee. This group made an extensive study in 1947. In 1947 an 
advisory council of outside citizens, as are all advisory councils, was established, 
and it looked at the program in 1947 and 1948. 

In 1949 and 1950 some very important amendments were developed that 
brought the program up to date following the war, and every two years there- 
after through 1960 congress itself looked at the program, and amendments were 
passed in every even year—1952, 1954, 1956, 1958 and 1960. 

At the same time in 1953 an advisory group studied the coverage of the 
program, and again in 1958 there was an advisory council which just studied 
the financing of the program. 

In 1961 there again was legislation, and since then there has been no signifi- 
cant legislation, although congress has been very extensively considering the 
program in connection with hospital and related benefits for beneficiaries aged 
65 and over. 

Finally, in 1963 and 1964 there was another advisory council appointed 
which studied all aspects of the program, and that has just submitted this ex- 
tensive report that I have mentioned several times. 


Hon. Mr. Crouu: The advisory council? Do you differentiate between that 
and the congressional group? The advisory council is an outside group? 


Mr. Myers: It is an outside group authorized by law to be appointed by my 
department. 


Hon. Mr. Croutu: From the inception of the program it has been under 
constant examination either by congressional committees or by committees made 
up of civilians appointed by congress? It has been under constant study all 
that time? 


Mr. Myers: Yes, that is correct, Senator Croll. That is a summary of what 
I said at great length. 


Hon. Mr. CroLtut: Have you in your mind the percentage of the people who 
take the security at an early age? 


Mr. Myers: You are referring to workers who retire Secs the ages of 
62 and 65? 


Hon. Mr. Crouu: Yes. 


Mr. Myers: In just the last two years, rather surprisingly, this has run 
very close to 50 per cent. For women this could be expected, I believe, because 
as you are aware many women will work part of their lifetime in industry and 
commerce and the rest of the time they will work at home, but of course the 
latter does not count under the system. For example, a woman might have 
worked during world war II for three or four years in a war plant and she may 
never have worked since. Under our system, she would qualify for benefits, and 
in most of those instances as soon as she reached the age of 62 she would take 
the benefit immediately rather than waiting a few years for a larger benefit 
at 65 or for a wife’s benefit when her husband retires. However, for men it is 
rather surprising to us that as many as half of the recent claimants have been 
taking the reduced benefits. This to a certain extent is a result of unemployment 
due to automation, such as the close down of the Studebaker plant, but it is a 
matter that deserves very serious study and consideration. Our advisory council, 
although taking no action in the direction of either reducing the actuarial reduc- 
tion or lowering the retirement age, has urged that the administration shall 
watch this closely in the next few years so that the next advisory council may 
perhaps act in that area. 
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Hon. Mr. CroLu: Can you pull out of the air a figure for the percentage of 
those under the security plan who are members of private pension plans? 

Mr. Myers: Yes, I think that of the people covered by our program who are 
employees, approximatley 30 per cent, or one third, are under private pension 
plans at the moment. How many of these people will actually draw benefits 
from those private pension plans I could not say. I think it is very close to the 
situation here in Canada. 

Hon. Mr. Crouu: One third? 

Mr. Myers: Yes. 

Hon. Mr. Crotu: You do not trouble with age groups, do you, under your 
plan? 

Mr. Myers: I have no information available. I do not believe there is any 
information on the coverage under private pension plans by age groups. 

Hon. Mr. Croutu: You just have the over-all coverage, and from what you 
say it is about the same as ours. 


Mr. Myers: Yes, it is an estimate and I think a fairly good one. 


Hon. Mr. Crouu: I wonder if you can help a little more. What is the average 
amount they will draw under one of those plans? 

Mr. Myers: At the present time J think there is somewhat over a million 
persons who are actually drawing private pensions, and I think the average 
pension they are getting is somewhere around $75 per month, but I am not com- 
pletely certain. 

Hon. Mr. Crouu: That is $75? It is $900 a year? 

The witness is such a fund of information that I cannot let go, and I have 
one other point that is troubling me which I would like to put to him. This 
may be an administrative problem and you may not have faced it. I would like 
to put forward the position of a man who is drawing public assistance and who 
is out of employment today, a man who has been in employment until seven 
months ago when he became unemployed. This man needs some help and he 
draws public assistance. He is old enough to draw his pension. In the case of 
your plan does he have to draw his pension rather than accepting public assis- 
tance? Will they force him to draw his pension? I do not know whether I am 
putting the case clearly. 

Mr. Myers: I think the problem you are pointing out is that of a person, 
for example, who has only a small social security benefit and who has to 
obtain public assistance anyhow. You are asking whether the public assistance 
authorities require him to draw his social security benefit? 

Hon. Mr. CROLL: Exactly. 

Mr. Myers: This, of course, is a state matter, but I am quite certain that 
virtually all states insist that the individual shall collect his social security 
benefit and count that as part of his income before they supplement it with 
public assistance. 

Hon. Mr. Crouu: I was afraid you were going to say that. 

Mr. AIKEN: May I ask a supplementary question? 

Mr. FRANCIS: I have a supplementary question. 

The CHAIRMAN (Mr. Cameron): There are two supplementary questions, 
and I also have Mr. Monteith on my list. Mr. Francis will be first, then Mr. 
Aiken and then Mr. Monteith. 

Mr. FRANCIS: I was very interested in the percentage of those drawing 


benefits prior to 1965. Does the witness have percentages for people affected 
by the retirement test? I am referring to beneficiaries who are affected by the 


application of the retirement benefit. 
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Hon. Mr. Crouu: Yes, at the present time we have between one million and 
one and a quarter million persons over the age of 65 who are eligible for 
benefits but who are not receiving them because of the retirement test. 


Mr. FRANcIS: This is a total disqualification? 


Mr. Myers: The type of figures we have for this are, for a typical month, 
that 8 per cent of the people who could draw benefits are not doing so because 
of the retirement test. 


Mr. FRANCIS: But, there also would be a group drawing reduced benefits 
because of the partial application of this sliding scale arrangement. 


Mr. Myers: The 8 per cent figure is supposed to represent the net effect 
of the partial benefits. , 

Mr. FRANcIS: In other words, 8 per cent is a dollar figure? 

Mr. Myers: Yes, that would be a better way to put it. In other words, 
we would be paying 8 per cent more benefits if it were not for the earnings 
test. 


The CHAIRMAN (Mr. Cameron): Would you proceed, Mr. Aiken. 


Mr. AIKEN: I would like to clarify one point, Mr. Chairman. Am I correct 
in assuming that a person who takes the benefit at an earlier age, say at age 
62, at a lower rate of benefit continues at the lower rate throughout the rest 
of his lifetime? 

Mr. Myers: Yes, that is correct, with the exception that I mentioned; if 
he returned to work then the amount of the reduction is recomputed. If a 
person goes on to the roll at age 62, the benefits are permanently reduced by 
20 per cent; in other words, if the regular benefit at age 65 was $100, we pay 
$80 at age 62, and if the beneficiary continues on the pension roll the rest of 
his life, he will continue on at $80. 


Hon. Mr. Crouu: Even though at age 66 he obtains a job which pays twice 
as much as he had before, and contributes? 


Mr. Myers: That would be an exception. If the earnings after age 65 are 
large enough to increase the benefit we would then have the benefit recom- 
puted. 


Hon. Mr. CROLL: But you make one computation from age 62 to age 65. 
Mr. MYERS: Yes. 


Hon. Mr. Crotu: And you make another computation after age 65 if he is 
still in the labour field? 


Mr. Myers: Yes. There is a general provision for recomputation of the 
benefits if an individual has earnings after age 65; if the earnings are higher 
than in some of the years before that age he can substitute such a year for 
one of the poorer years before 65 and we make a benefit recomputation. Under 
the present law a man has to claim that recomputation, but under the adminis- 
tration bill that has been introduced recently there is a provision, which is 
of a technical nature, to the effect that this will be done automatically. With 
the electronic data equipment we are now using we can do it automatically 
for these people. 


Mr. MONTEITH: May I proceed now, Mr. Chairman. 


Mr. CANTELON: Mr. Chairman, I have a supplementary question on this 
same subject. 

The CHAIRMAN (Mr. Cameron): Would you proceed. 

Mr. CANTELON: If 50 per cent are taking the benefits at between ages 62 


and 65, have you any figures whether the people who are taking it are in 
low or high, income brackets? 
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Mr. Myers: From the study we have made these are people who are gener- 
ally in the lower income groups and they are claiming the benefits, it seems, pri- 
marily because they do not have current employment. It is not that they have, 
generally speaking, retired voluntarily at those ages. As well, many of them 
might be partially disabled people who cannot meet our tests for total and — 
permanent disability and yet they really cannot do very much of a day’s work. 

Mr. CANTELON: Would not this impose a problem in future years when 
the cost of living goes up, because if they took smaller benefits they would not 
be in nearly such a good position as they would if they waited until age 65? 

Mr. MYERS: Yes, this is a problem, and the advisory council recognized it. 
It was felt that more study was needed to see if this was, more or less, a 


' temporary condition or whether it would prevail in the future to people coming 


along at age 65. 
Mr. MontTEeItH: May I put my question now, Mr. Chairman? 


The CHAIRMAN (Mr. Cameron): If I may interrupt, Mr. Monteith, there is 
a problem in respect of the printing of the brief of the Canadian Life Insurance 
Officers Association, particularly in respect of the two charts. If it is your wish 
to have these two charts duplicated in the evidence it will delay the printing 
of the evidence for two days. Are you agreeable to that? 


Some hon. MEMBERS: Agreed. 


The CHAIRMAN (Mr. Cameron): I am sorry, Mr. Monteith, but would you 
proceed now. 


Mr. MONTEITH: Mr. Myers, I believe you indicated you operate your 
system under two different pieces of legislation and that you deduct your costs 
of administration from the legislation governing your contributions. 


Wir. MYERS: This was the original procedure until our 1939 amendments, 
but because the supreme court had given such a favourable decision on the 
constitutionality of it there seemed no question but that we could adopt the 
present procedure, in which 100 per cent of the taxes are put into the trust 
funds and then the administrative expenses are taken out. 


Mr. MONTEITH: Could you give me the percentage of administrative ex- 
penses in respect of the contributions? 


Mr. Myers: Yes. For the system as a whole, in the last five years the 
administrative expenses have represented about 24 per cent of either the con- 
tributions or of the benefit payments, since the two have been very close to 
each other. Perhaps I should say that we have two separate parts of the 
system, one for old age and survivor benefits and the other for disability 
benefits. Each has its own separate trust fund, for reasons I will give later. 
As I think was indicated by one member, the disability benefits are more 
difficult to administer, and this shows up in the figures for the two branches 
separately. In the disability portion the administrative expenses run around 
5 to 6 per cent of the benefits or the contributions, whereas in the old age and 
survivors insurance portion they run around 2 per cent. So for the two 
together the average would be 24 per cent. 


Mr. MONTEITH: I presume that these expenses include your share of income 
tax collections and so on from various offices of the Department of Internal © 
Revenue. 


Mr. MEYERS: Yes. I think it is a fairly complete inclusion of all admin- 
istrative expenses traceable to the system, including the expenses of the 
treasury department for collecting the taxes and issuing the benefit cheques, 
the expenses of the social security administration for record keeping purposes, 
benefit adjudication purposes, payments for salaries, machine supplies, reim- 
bursement to the post office department for mailing expenses, and so on. One 


- expense it does not include is for the time that congress spends considering 


the social security legislation. 
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You might be interested to know why there are two separate trust funds. 
As I said, we have an old age and survivors’ insurance trust fund and a 
disability insurance trust fund. The disability fund is allocated a certain part 
of the taxes and the rest goes to the other fund. At present the disability fund 
gets one half per cent from the employer and employee combined and three | 
quarters as much in the case of the self-employed. 

When the disability benefits were considered in 1956 there was considerable 
opposition to them, and it was pointed out that the difficulties of administering 
this portion of the system might endanger the solvency of the whole system, 
and that many of the old folks would not get pensions; so, the advocates of 
disability benefits got the idea of two funds, and this separate fund was set up 
for our disability benefits. If ever we should run out of money in the dis- 
ability fund, for example, we would not be able to pay benefits. So, theoretically 
at least these arguments have certain validity. However, I feel certain if the 
disability fund got down to such a point that it appeared likely that we could 
not pay benefits during the next one or two years congress would take appro- 
priate action. It is for this same reason in respect of the proposed hospital and 
related benefits that are being considered we would set up a third trust fund. 


Mr. CHATTERTON: You said that in the case of farmers who have no income 
tax liability they have the option of taking two thirds of their gross and count- 
ing it as net. This figure seems high to me. What was the reason for the two 
thirds figure? 

Mr. Myers: Originally it was one half but the legislators, particularly those 
interested in the farmers, suggested that two thirds might be a better ratio. Of 
course, this is just an optional procedure; the farmer can use his net, if he wants 
to. And, he could change the basis from one year to the next; for example, it is 
conceivable a farmer could operate on the two thirds of gross basis until he 
retires and if his net is very low he might shift over to his net after age 65, as 
that is what counts for the retirement test. 


Mr. CHATTERTON: I know we cannot relate any questions to the Canada 
pension plan but, in general terms, is the optional retirement age of 62 based on 
an average retirement age? 


Mr. Myers: No. I will explain the way this developed. Initially, we had age 
65 for both men and women, and when the legislation was being considered in 
1956, there was considerable pressure brought to have a lower age. The argu- 
ment made was that the wife is usually younger than the husband and also that 
a woman who is widowed when she is somewhat under 65 has a hard time getting 
a job. So, we arrived at the age of 62 sort of by compromise; this was about the 
average difference in age between husband and wife. And then since there was 
a lower age for wives and widows, the women workers said that they too should 
be able to receive benefits at age 62. Accordingly, the law was changed so that 
the woman worker too could get benefits at that age. Then, subsequent to 1956, 
as there became more unemployment, particularly in certain industries, there 
was pressure to the effect, why not let men obtain benefits at age 62, especially 
if this does not cost anything on a long-range basis since it is on an actuarially 
reduced basis. So, in 1961 an amendment was put through whereby the age was 
reduced to 62 for men as well. 


Mr. CHATTERTON: Does this add materially to administrative difficulties? 


Mr. Myers: I do not think we had any great administrative problems there. 
Actually I think many of the beneficiaries do not completely understand the 
benefit calculations involved, but they realize there have been some reductions. 
Most of them take their benefits at the age of 62 because they are no longer 
working, and they want their benefits then instead of a larger benefit later. 


Mr. CHATTERTON: When a country enters into a social insurance scheme 
based on earnings, is it desirable to have a retirement age at a reduced rate 


CANADA PENSION PLAN 921 


which coincides with the average retirement age? Let us put it this way, if the 
statutory requirement is, say, the age of 65, you cannot get a pension before that. 
If the average retirement age is less than that, do you think in general terms it 
would be desirable to allow a reduced retirement age? 

Mr. Myzrs: I would say under circumstances where the average retirement 
age was lower than the planned normal retirement age, the normal retirement 
age should be lower. Under our plan, at least in the early years of operation, the 
average retirement age was around 68 for men, and 67 for women. Why we 
selected the age of 65 to start off is an interesting matter. I think the reason was 
that it was a nice round figure. Seventy seemed too high because most people 
did not work until the age of 70; while the age of 60 which was advocated by 
some people, the Townsend plan among others, was far too low from a cost 
standpoint, so 65 was found to be a nice round figure. I think in the future in 
the United States if our experience is that many people will be forced to retire 
before the age of 65, or cannot find jobs when they get to be near that age, 
we might have to lower our normal retirement age; in other words make it 62 
without a benefit reduction. This involves a considerably increased cost, but if 
such circumstances arise, this cost may have to be borne by the economy. 


Mr. CHATTERTON: In speaking about maturity in the social insurance plan 
you indicated that there would be justification for a windfall for those ap- 
proaching retirement based on the principle that they have given past service. 
Would such an obligation not extend to those who had already retired at the 
time the plan came into effect? 


Mr. Myers: This is a matter that can be debated, of course. It is not 
a mathematical matter. In my own personal opinion it is highly desirable to 
make a plan fully effective as soon as possible. In the United States we did not 
do it. There were a number of people who argued that you should bring in 
what we called the non-insured aged and blanket them in, at least, for the 
minimum payment. There were strong arguments for this, and it was con- 
sidered very seriously but was never adopted by the congress. At our stage 
of maturity where our system has been operating for 25 years, this re- 
maining non-insured group that would be blanketed in is relatively small; 
it is probably somewhere in the neighbourhood of two million people at the 
present time. Many of these people are receiving old age assistance, so if we 
gave them a minimum payment, maybe a third to a half of them would just 
have that taken away from their assistance, and not much would be accom- 
plished. 

However, speaking along this line, you might be interested to note that 
our hospitalization benefits proposal contains such a blanketing in recom- 
mendation, so that this group of two million people, whether they are on 
old age assistance or not, would get the same benefits as the insured group. 
These benefits would be paid from the general fund; they would be paid 
through the hospital insurance trust fund but the money would come from 
general funds. 

Mr. CHATTERTON: Do you think it is desirable in a social insurance scheme 
based on earnings in an economy such as Canada’s that the benefits relate 
directly to the average earnings of the person involved? If it is a social in- 
surance scheme should it be related directly, or should there be some modi- 
fication or adjustments for those who are in the high income brackets? 

Mr. Myers: I think that is a question I had better pass by. 

Mr. LLoyp: Mr. Myers, earlier I think you referred to disability matters. 
If I recall it correctly, you said there was no earnings test for disability 
payments. 


Mr. Myers: That is correct. I should have explained that. It was con- 
sidered anomalous by the congress that anybody who is stated and proved 
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to be totally and permanently disabled could have any earnings; therefore to 
put an earnings test in would seem to be inconsistent. It was recognized that 


~ some disabled people might, in the process of vocational rehabilitation, have > 


substantial earnings, and we do have a provision that permits the continuation 
of benefits for a year while the person is undergoing vocational rehabilitation, 
and if their earnings exceed whatever the limits are, this is still permissible. 


Mr. Luoyp: Was this within the context of section 535 of your hand- 
book? I am trying to reconcile that with your statement. 


Mr. Myers: You see, the presence of such earnings serves as evidence, but 
it may not be conclusive so that we would not automatically cut the person off 
if he had earnings of more than $100 a month. There might be, as I say, unusual 
circumstances such as vocational rehabilitation. If he was in a training course 
and was earning more than this, we would not reduce the benefits, but when 
we see that someone is earning more than $100 a month as shown in our earn- 
ings records, we flag that case and investigate it to see whether in fact he has 
recovered. . 


Mr. Luoyp: So that this just shows an ability to earn. Thank you. 


Mr. Gray: May I ask Mr. Myers a general question about administration? 
Are cheques sent out monthly? 


Mr. MYERs: Yes. 
Mr. Gray: How many cheques do you send out every month? 


Mr. Myers: We have 20 million beneficiaries on the roll. However, we do 
combine some cheques because, for example, the cheque for a husband and wife 
is combined unless the wife objects, then we send two separate cheques. We do, 
of course, have cases where the wife is the primary beneficiary and the husband 
is a dependant, and also in cases of survivor families the widowed mother 
virtually in all. cases gets a single combined cheque for all the children. I, there- 
fore, do not have the specific figure regarding the number of cheques we issue, 
but I would think that they would be somewhere in the neighbourhood of 15 or 
16 million a month. 


Mr. Gray: Do you have any figures indicating how many of these people 
receiving cheques come to the administration with complaints about their cases? 


Mr. Myers: I cannot give you any specific figures on that. We have some 
600 district offices all over the country and the beneficiaries can and do come 
to these offices with questions about their benefits rights and why they are not 
getting payments, or why the payments are not as large as they believe they 
ought to be. 


Mr. Gray: Do you have any information to indicate if there is widespread 
dissatisfaction with the scheme? 


Mr. Myers: I do not think there is. In general we have excellent relations 
with the public and I think we generally hear very favourable comments from 
the congress about this. For a United States government agency we have taken 
a rather aggressive position in going out and informing people of their benefit 
rights, and we have a very widespread informational program. Sometimes gov- 
ernment agencies feel restricted in certain ways, and quite properly so, that 
they should not go out and get people to press claims against the government. 
We have always viewed our program as a somewhat different situation. We go 
out and inform the beneficiaries when we know a claim exists. 


Mr. Munro: And we all saw what happened to Goldwater. 


Mr. Gray: Is there any widespread movement in the United States to scrap 
this system and substitute for it, for example, a flat rate old age security system 
such as we now have? 
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Mr. Myers: I would say there is virtually no movement in this direction. 
I know of no organization that is pushing this. I might change this state- 
ment a little bit; perhaps there are some politically oriented organizations of 
relatively small size that want to do away with the whole social security sys- 
tem, but I do not think there is any substantial portion of the population that 
would want to do this. I could state that as a matter of fact in the past 
political campaign the position of the republican nominee changed during 
the campaign from a position of making the system voluntary to one of sup- 


porting the system in its present form, and in fact he suggested that it should 


be improved, which I do not think would mean changing it to a flat benefit 
system. 


Hon. Mr. McCutTcHEoNn: Do you have a minimum benefit? 

Mr. Gray: Just a minute, senator. I do not interrupt you when you ask 
questions. 

Mr. Myers, I realize you do not have a situation similar to our flat rate 


benefit, but is there a minimum pension payment for all or most of those on 
your O.A.S.D.I.? 


Mr. Myers: We have a provision which says that the minimum benefit for 
a retired person at age 65 is $40. If he retires earlier a reduction applies, so 
he would only get $32 at age 62. This minimum payment I think is made to 
approximately 5 per cent to 7 per cent of the retired workers. The reason 
the figure is even as high as it is, is not that so many workers are low income 
persons but rather that many of the persons: receiving the minimum. benefit 
have had sporadic earnings records. An example is the case I gave of a woman 
who worked during world war II for two or three years in a war plant and 
never worked since. If she were “retired” today at age 65, she would almost 
certainly receive a minimum benefit of $40. 


Mr. Gray: I may not be using this term correctly, but what would you 
say would be the average figure so far as the size of payment is concerned? 


Mr. Myers: The average payment now for a retired worker is about $75 
for those on the roll, while for those currently coming on the roll it is about 
$80. This includes all types of cases from the person coming on with a minimum 
benefit of $40, because he had a very sporadic wage history, to the full time 
worker who has been in the system every year since it began at relatively 
good wages—a person who perhaps is getting $100 or $105 a month. 


Mr. Gray: That is the arithmetical average. 


Mr. Myers: We have worked out averages for various types; we have 
worked out an average of what we call the full time male worker, and that 
comes out to somewhere around $105. 


Mr. Gray: You may have answered this previously. Could you tell us what 
the initial transition period was when the system first went into effect before 
maximum benefits were available? 


Mr. Myers: I did not mention anything like that. This is a little difficult 
to answer in respect of the system as it originally was, because when we 
first paid benefits in 1940, this was three years after contributions had been 
collected and at that time benefits were related primarily to the person’s 
average wage, but there also was a factor which related to the length of 
contribution. Accordingly, in a sense, we did not pay the maximum benefit at 


| the start. 


To answer your question further, I think we could consider the situation 
in more recent years, such as when farmers were first covered in 1954. Farmers 


could get full benefits within two years; so, in that case we had only a two 


year transitional period. 
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Mr. Gray: I believe certain changes either are pending or have just been 
passed. 


Mr. Myvers: Pending, I believe. 


Mr. Gray: If they should be passed this year, how long would it be before 
the full extent of these changes would be available to the beneficiary? 

Mr. Myers: The pending legislation this year, which is in the general area 
of benefit amounts similar to what was considered by congress last year and 
which passed both the house and the senate but died in the conference between 
the two bodies, would have increased benefits of all now on the roll by a 
certain amount. In addition it would have provided for higher benefits 
in the future because it would have raised the earnings base from the present 
figure of $4,800 to $5,600. Under the currently pending legislation a person 
cannot receive the maximum benefits based on the $5,600 base, which would 
be close to a benefit of $150 a month, for many years. 


Let me explain this. If a person were to retire at age 65 he could not get 
this maximum benefit until some 40 years from now because he would have 
to count some of the wages in the past at $4,800 which would pull down his 
average. However, because of the provision that you can substitute a year 
of high earnings after age 65 for a low year before age 65, a person who 
worked in the future for about nine or ten years after age 65 at a wage of 
$5,600 could draw the maximum benefit. Specifically, a person who reaches 
age 65 this year or before could, by working for nine years into the future, 
with the new higher earnings base proposed, draw the maximum benefit. 


Mr. GrAy: What about a person reaching age 55 this year; would he get 
the maximum benefit? 

Mr. Myers: Not unless he kept on working beyond age 65; he would have 
to count some of the past years at $4,800 rather than at the new maximum of 
$5,600. 

Mr. Gray: What has been the trend of personal savings in the United States 
since your social security system has been put into effect? 

Mr. Myers: I do not have at my finger tips any information on this, but 
when you consider that the system started in the depression period of the 1930’s, 
I would think there would be much more personal savings in force now than 
there were then; certainly in dollar terms, and probably also in relative terms. 


Mr. Gray: Thank you. 


The CHAIRMAN (Mr. Cameron): Mr. Knowles, I missed you on the first 
round. We now are starting on the second round. 


Mr. KNOWLES: The members of the committee probably will be glad you did 
miss me on the first round, because most of my questions have been asked. Mr. 
Myers, generally in this country our Canada pension plan has been regarded as 
a very complicated piece of legislation. I think the more we hear about yours, 
the simpler our proposal looks. However, if we have a committee every two 
years for the next 50 years, it probably will become just as complicated. 


I believe in your initial statement you mentioned contracting out. As I un- 
derstand it you do have contracting out of a form in the United States. 


Mr. Myers: No. When the act was first studied we considered it and there 
was quite a fight over it at that time, but it was not adopted. I think virtually 
all parties now are in agreement that it was desirable there should be no con- 
tracting out. 


Mr. KNOWLES: I will have to alter my question; I misunderstood you earlier. 
I take it that the question is not a difficult one for you. You recognize this is one 
of our problems here; that is, the problem of integration. Do you agree it is 
better to have a plan that is universal and leave it to other plans to integrate as 
they may wish rather than allow for contracting out? 
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Mr. Myers: Yes; that has been my position when I have considered social 
security systems of other countries. It always has been my personal view that 
the national social insurance system should be of as broad and widespread ap- 
plication as is possible and that any private pension plans, either developed by 
employers alone or by employers and employees jointly, should be built on top 
Of it: . 
Mr. KNOWLES: It has not been too difficult for these other plans in your 
country to make the necessary adjustments. 


Mr. Myers: No. There have been some technical problems involved, but I 
think the evidence is that when our system was started there were only 500 to 
1,000 pension plans in the country and now there are about 30,000. In our case 
of course it is a different situation. The social insurance system in essence came 
first and the other plans were built on top of it. That, of course, is not the same 
situation as having many private pension plans which must be modified to recog- 
nize the introduction of a national social insurance system. 

Mr. KNOWLES: One of the points which sometimes is raised here is the fact 
that the total percentage an employee might have to pay would get a bit high. 
For instance, he may pay 6 per cent on a plan, something somewhere else, and 
1.8 on our plan. There are cases in this country where these combinations add 
up to a fairly high percentage. Does that create any difficulty in the United 
States? 

Mr. Myers: There are many private pension plans that are built on top of 
the social security system where the over-all contribution rate for employer and 
employee combined comes at a fairly high level. For example, you can consider 
our present O.A.S.D.I. program as having a cost of roughly 9 per cent— 44 per 
cent for the employer and 43 per cent for the employee. There are many private 
pension plans which have contributions rates jointly between the employer and 
employee as high as 12 per cent or possibly more. So, the total contribution rate 
for pension purposes might run as high as 20 per cent. 

The CHAIRMAN (Mr. Cameron): I have four more names on my list. We do 
not wish to impose upon you, Mr. Myers. It is now five o’clock. The questions 
may be short on the second round. 


Mr. Morison: I have not asked one on the first round. May I have an 
opportunity now? 
The CHAIRMAN (Mr. Cameron): Yes. 


Mr. Morison: Could you give us the total contributions to the O.A.S.D.L, 
please. 


Mr. Myers: In the calendar year 1963 the total contributions to the old age 
and survivors insurance portion were $14.5 billion. And for the disability insur- 
ance portion it was $1.1 billion or a total of $15.6 billion. 


Mr. Morison: That was in 1963? 


Mr. MyYERS: Yes, just for that one year. Now, for 1964 it would be perhaps 
$700 million or $800 million more than that, the reason being that the contribu- 
tion rate went up in 1963 so that some of the collections in 1963 were at the 
lower rate applicable to the previous year. 


Mr. Morison: Just offhand, you would not know what percentage that was 
of the gross national product, just as an estimate? 


Mr. Myers: I think it is about probably four per cent. 


Mr. Morison: Is there not roughly a figure of about six per cent of the 
gross national product which goes into public welfare in the United States? 


Mr. Myers: Yes, I think that is right, approximately. 
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Mr. Cork (Longueuil): Would you have a sate for the henelits’ which 
were paid? 

Mr. MYERS: Yes. The old age and survivors’ insurance benefits in 1963 were 
$14.2 billion. The disability benefits were $1.2 billion. So you see that in the 
combined system the contribution income and the benefit outgo were very 
closely in balance in that year. 7 

Mr. CotE (Longueuil): It was a pay as you go plan? 

Mr. MYERS: Yes. For the last decade I think the system has been operating 
more or less on a balance of income and outgo basis. 
| Mr. CANTELON: I have two questions. The first one is statistical more or less 
along the lines of those just asked. I understand that from 1937 until 1949 the 
employee paid one per cent. I wonder if you could give us the dates and the 
rates that have taken place since that time until today? 

Mr. Myers: Yes, I could do that, I have it before me. The table reads as 
follows: 


Past and Future Financing Provisions 


Maximum combined 
taxable employer- Self-employed 

earnings employee tax tax rate 
Period base rate 
DD eA esate te GM cust aaa el eyuoeles $3,000 2% a 
OO Tete als aelelatal'e ete ie tale ult 3,000 3 * 
1G SATE FATS ARI 8, NAG SRA SR a oD pea 3,600 3 21% 
POO AE tees eis liable dia leke Sie 3,600 4 B 
PUD OOO Mra ue Mike Wralala sole totes wis 4,200 4 3 
cea may eel tally de rath eel odes 4,200 4h 32 
TETAS NTS UGE UOE A SOR A) a a 4,800 5 33 
TUTTLE. om Sees Se IR Ar AiR Rohan i 4,800 6 3 
UH nee LOR ee shale Sie hs 8m We cette el g 4,800 64 4.7 
GEOR ANT R. eUi ate tes be) 4,800 7A 5.4 
MO ONO ale eats elk le Bale vel ao 4,800 84 6.2 
PURO MANO HATECT cs it. Oyo, 4,800 94 6.9 


*Self-employed not covered in this period. 


Mr. CANTELON: We are to understand that self-employment coverage was 
one and one half times what the single employee was covered for. 


Mr. Myers: That is correct. 


Mr. CANTELON: I have one other question concerning the trust fund which 
might be considered supplementary. I understand that the 1959 advisory council 
-. recommended that the investment of trust funds should be retained in federal 
government bonds, the same as had been done in the past. I wonder if you 
would care to comment on why none of this had been put into state bonds? 


Mr. Myers: As you have indicated, ever since our system began, according 
to law these investments were required to be made in federal government 
bonds, or in investments guaranteed by the federal government. In practice we 
had never used the latter category, and all our investments had been in federal 
government obligations in one form or another, either special issues or public 
issues. Occasionally we have had questions as to why our funds were not in- 
vested elsewhere. I do not recall a suggestion ever having been made to put the © 
money into state and municipal bonds, but rather to invest it in home mortgages — 
or to put it into productive enterprise by buying stocks and bonds. Of course, 
when people make this suggestion it is quickly pointed out to them that we > 
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‘might end up owning a great deal of the economy of the country, and then they 


have backed away from that suggestion. 

But to my knowledge there has never been a suggestion of going into munic- 
ipal and local government bond areas. Most of those bonds are highly desired 
by certain wealthy investors, because the income from them is exempt from — 
federal income tax. I would personally take a position against any investment 
other than in government bonds, at least for the United States, and because of 
the great problems involved. 


If we invested in private industry, it would mean control of a large seg~ mat 


ment of industry by the federal government. There would also be a problem | 
that if we did this, and if we should decide that one company was not a very 
good investment, the word would get around and there might be a panic in the 
stock market in regard to that particular company. We would not want the 


federal government to be placed in the position of becoming a rating organiza- 


tion on the value or reliability of private investments. 

As to going into a government type of investment, whether it be state 
or local bonds, or the bonds of some other country, I just would not see any 
reason to do this. Again we might run into a problem in the United States _ 
by being selective if we should say that the bonds of state “X” or of munic- 
ipality “X’? might be a good and sound investment, so let us buy them. That 
would be fine. But if we did not achieve equal distribution among all places 
we might get into trouble with congressmen from a particular area, so that — 
it would seem to me to serve no real purpose as far as the trust fund is con- 
cerned. 

The rate of interest on our state and municipal bonds is fairly low. We can 
get a much better rate of return on federal bonds which are now at about 
four per cent, whereas most municipals average about three and one third 
per cent. So there is just no reason to do it. 


Mr. CANTELON: I asked you the question because a lot of this money is 
expected to go to the provinces for investment and I wondered if there was 
any advantage in putting the money into the hands of the state rather than 
leaving it in the hands of the federal government. 


Mr. MvYers: I can see where this might be so in regard to some Beit 
such as some developing countries that I have visited. There was an advantage _ 
in those countries in investing funds in the economy which is projected. My 
view always was that expenditures for such purposes should not come directly 
from the social insurance fund but rather come indirectly through loans by 
the social insurance institution to such agencies as the economic development 
bank, or something of that sort. 

Mr. Basrorp: Mr. Myers, it has been urged on this committee that we 
should build into the Canada pension plan, or into the universal old age 
security which we now have, some system of past retirement increase in 


benefits not related to the price index or wage index but rather related simply Ye 


to the attainment of age. As they grow older they would receive more money. 
That is not in your system, but I wonder if any of your advisory committees 
have considered this for social security, and what their considerations have 
been? 

Mr. Myers: I do not believe that any of our advisory councils have ever 
considered this idea, nor do I know of any other active consideration of it in 
the United States. 

Mr. Basrorp: I was wondering if you think the idea has any merit. 

Mr. Myers: This, of course, depends upon the particular circumstances of 
the country, the income and assets of the people, considered by age. Also, I 
think you have to take into account the material needs of the people as their 
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age increases. There are many factors involved, including what provision there 
is from a governmental standpoint for medical benefits. Medical costs rise with 
age, and countries which have medical care provisions would have a different 
situation in respect to graduated benefits with age than countries which do not 
have such provisions. | 

Mr. BasrorD: Do you feel that as citizens grow older they should receive 
more social security by reason of their age? 

Mr. Myers: I would not say solely because of their age. Consideration 
would need to be given to the income position as age advanced and whether 
their needs decreased or increased as age advanced. I have not made any studies 
of this and I do not know of any studies that have been made; but I would 
think they would have to be made before such a proposal would be put into 
effect. 

Mr. CHATTERTON: In general terms, are people in the low income brackets 
throughout their life in a poorer position to provide for their post retirement 
pay? Let me put it in this way: Is a lesser percentage of their income allocated 
for retirement purposes? 

Mr. Myers: I would think so, and it is for this reason that we have what 
we call a weighted benefit formula. The lower-earnings people get a relatively 
higher proportion of their pay as a retirement benefit. Of course, I appreciate 
that under your proposal this same sort of thing would result to some extent 
because you have a flat benefit plus an earnings related benefit. It is a matter 
of two different ways of achieving the same general result of putting weight- 
ing into the computations. 


Mr. KNOWLES: The $600 deduction also has that effect? 
Mr. Myers: Yes, that is true. 
Mr. Luoyp: It identifies the principle only. 


Mr. AIKEN: I wonder if Mr. Myers could tell us what is the percentage cost 
of the administration of the fund. 

Mr. Myers: At present the cost of administration—and this is the complete 
cost including collecting taxes, paying benefit cheques and keeping records—is 
running at about 24 per cent of both contributions and benefit payments. At 
the moment, contributions and benefit payments are closely in balance. 

The CHAIRMAN (Mr. Cameron): I think we have had a wonderful after- 
noon. I think, Mr. Myers, we must thank you very sincerely. 


Mr. Gray: There is just one question I would like to ask Mr. Myers. I 


would like to know how this compares with testifying before a congressional © 


committee. 


Mr. Myers: I will avoid that question by saying that it has its similarities 
and also it has its differences. 


Mr. KNOWLES: Civil servants are the same on both sides of the border, too. 


The CHAIRMAN (Mr. Cameron): If I may sum up in a few words, you have 
been wonderfully generous, Mr. Myers, and the information you have given has 
been of tremendous advantage to us. We thank you very sincerely for your 
courtesy in coming, and we hope you have enjoyed as much as we have your 
presence here this afternoon. 


It is now 5.15. We will meet tonight at eight o’clock, when the Retail 


Council brief will be presented. 
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The CHAIRMAN (Mr. Cameron): Mrs. Fergusson and gentlemen, it is just 
a few minutes after 8 o’clock; I see a quorum so I think we should get started. 

I have been handed a submission on behalf of the Retail Council of Canada 
in respect of a couple of errors in their brief; if you want to take a note of these 
corrections you may do so at this time. At page 8, paragraph 25 (b), line four, 
delete the word “both”. At the same page and paragraph, line 6, insert period 
after the word ‘“‘plan”; delete the words “because of the merits of this method 
of financing.” 


Mr. Know es: And, does not the word “and” come out as well? 


The CHAIRMAN (Mr. Cameron): They do not say but if, grammatically, it 
should come out, take it out. 


Mr. Luoyp: It is left dangling, if you do not. 


Mr. A. J. McKicHan (General Manager, Retail Council of Canada): Mr. 
Chairman, it comes out. 


The CHAIRMAN (Mr. Cameron): Mr. McKichan is the general manager of 
the Retail Council of Canada. He is a very well known Canadian, of course, 
and he is head of a most important organization. Mr. McKichan will be the 
main spokesman for the Retail Council of Canada, and he will introduce the 
other members who are here with him. These other members will also be 
prepared to support him and answer any questions that members of the com- 
mittee may wish to ask. 


Mr. McKicHan: Thank you, Mr. Chairman. On my immediate right, sir, 
is Mr. E. C. Went, vice president of Dominion Stores Limited, Mr. Went is 
chairman of the council’s employee relations committee. On Mr. Went’s right 
and behind the table is Mr. R. H. Hyndman, president of Charles Ogilvy of 
Ottawa. Mr. Hyndman is a director of the Retail Council of Canada and also a 
member of the executive committee of the board. On Mr. Hyndman’s right is 
Mr. Lawrence Freiman, who is president of A. J. Freiman Limited, Ottawa. 
Mr. Freiman also is a director of the Retail Council of Canada. 

Mr. Chairman, I have a short statement and if it is the wish of the com- 
mittee I would be happy to read it. 


The CHAIRMAN (Mr. Cameron): I wish you would. 
Mr. McKicHAn: Hon. Senators and gentlemen: 


The council feels privileged to appear before this committee today. 
The Canada pension plan is one of the most important schemes of social 
welfare which has ever been proposed in this country. Because the trade 
in which our members are engaged is so heavily labour intensive, all 
programmes affecting employee welfare and/or calling for employer 
contributions are of particular significance. The council, of course, is also 
concerned regarding the impact of the scheme on the national economy. 

In our submission, we state that the council is in favour of the 
concept of a uniform, contributory pension plan providing benefits to 
retired persons, widows and disabled persons. The council does, how- 
ever, query whether sufficient study has been undertaken on the ability 
of the national economy to support this plan and in addition, the other 
desirable social welfare projects which have recently been proposed. 
The council has particularly in mind the recommendation of the royal 
commission on health services regarding the introduction of a national 
comprehensive health plan. It is the council’s recommendation that 
introduction of the plan should wait upon a determination of priorities 
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and a close review of whether the national Scannine can Cmrara: a Near 
= of this magnitude at this time. The other major points we make in our : 
= submission are: 


1. That it would be most unfortunate if ee province of Ontety were 
to withdraw from the Canada pension plan. The council believes 
that the hesitancy of this province is induced because it will have 
only partial control over that part of the fund representing the 
contributions originating in Ontario. It is suggested that reversion 
to a minimally funded plan might ensure Ontario participation. 
The more separate plans which are introduced, the greater will be 
the overhead cost and the larger will be the burden placed upon 
interprovincial employers: 

2. That possibly there is tco great a disparity between the level of 
benefits proposed under the Canada pension plan and the level of 
benefits available to beneficiaries under old age security. 

3. That every possible step should be taken to reduce the clerical 
burden on employers. The council suggests, for instance, that con- 
tributions on behalf of employers be made initially on an estimated 
basis with final determination being deferred until after the end of 
the year. The council also suggests that in the evolution of collecting 
and reporting procedures, the government consult frequently with 
trade groups. 

4. That the federal and where appropriate, the provincial governments 
use their influence to ensure that employers are not prevented from 
integrating existing pension arrangements with the Canada pension 
plan because of employee pressures. 


All of which is respectfully submitted. 


The CHAIRMAN (Mr. Cameron): Mr. McKichan have you any particular 
recommendations you want to make on some of these matters which you have 
mentioned? 


Mr. McKicHAn: Mr. Chairman, I did mention what we considered to be 
the most important paris of our submission within that statement. We will be 


happy to elaborate on any specific point upon which the committee wishes 
further information. 


The CHAIRMAN (Mr. Cameron): The meeting is now open for questions. 


Mr. AIKEN: Mr. McKichan, you commented upon employers deductions 
and I believe this is the first time we have heard this particular suggestion with 
regard to that. Would it be your thought that the employer would remit just 
once a year on the estimated deductions and then at the end of the year within 
his own organization readjust the accounts and remit the balance. Is this 
your thought behind the employer’s remittances? 


Mr. McKicHan: Mr. Chairman, we did not make an exact determination 
of what the actual mechanics would be but we were concerned that at the 
moment there is no provision for excess employer contributions being returned 
to the employer. A system could be worked out in which there was only one, 
or perhaps more frequent contributions. If these could be made on a remitted 
basis, and if at the end of the year an exact determination should be made 
2 from the employee’s return, perhaps at this time a reckoning could be made 
~ _ with the employer and he would be paid back or have to pay more, as the case 
; may be, as a result of his obligation. We had in mind that a system similar 

to that used for income tax returns, with the T-4 slips, could be used. Perhaps 

it would be necessary to make the employer contributions more frequently 
then once a year; it may be done on a quarterly basis or even on a monthly 
+ Ddasis. 
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Mr. AIKEN: Would it actually relieve you of any book work? I assume 
you still would have to take the deductions off every employee’s pay. Would 
that not be the idea? 


Mr. McKicHan: Our concern was twofold. First of all, we felt it is un- 


_ reasonable that an employer should not be able to get back that portion of his 


overpayments. This would be particularly important in a retail industry 
where, traditionally, there is a high turnover in employees and where there 
are a great many part time employees who may not, in fact, at the end of the 
year become eligible for the plan, with the result that record keeping for an 
exact determination within a year would be very difficult. 

‘Mr. AIKEN: I have one other question and it is purely a question of 


interest. Have you any connection whatever with the Retail Merchants 
Association. 


Mr. McKicHan: This is a parallel organization; on many matters we 
co-operate and on others we agree to differ. 

The CHAIRMAN (Mr. Cameron): Have you a question, Mr. Lloyd. 

Mr. Luoyp: You have made a reference in your summary to the matter of 
priorities between the comprehensive health plan and the Canada pension 
plan. Are you taking any position of priority on this matter? You are not 
putting a priority on the health plan over the Canada pension plan, are you? 


Mr. McKicHan: No, that was not our intention. 


Mr. Luoyp: I just wanted to emphasize the fact that you are fearful of 
both plans coming at once. 


Mr. McKicHan: We are fearful of both being introduced at once because, 
together, they may prove more than the economy conveniently can stand. 


Mr. Litoyp: Then you mentioned the matter which Mr. Aiken referred to. 
I presume that you know our difficulty in this respect. This would apply 
particularly to your type of operation, where, according to your brief, you have 
a large number of employees and a large turnover among them, and the 
deductions have to be made as you go along, and remittances made. But, 
the difficulty is sorting out which employer the refund should be made to and 
in what proportion. You mentioned that perhaps the same kind of thing as is 
done in respect of the Income Tax Act might be helpful, but there you have 
an entirely different purpose being served. Do you think that your system 
would work under the provisions of this plan, or do you have any other step 
by step procedure that might be an improvement on what is proposed? 


Mr. McKicHan: It was our belief, sir, that there would be a record main- 
tained of the individual contributions of every employee, and that part of this 
record would be a note from the employers for whom that employee worked. 
With these two pieces of information we thought it would not be an im- 
possible task at the end of the year to determine to which employers a refund 
should be made in respect of each employee. 


Mr. Luoyp: Are you concerned with the factor of cost which might fall - 


on you because there are no refunds? Is it the cost factor that concerns you 


or is it the administrative work? 

Mr. McKicHan: There were two problems: There was the cost of the 
extra contribution, then there was also the cost of an exact determination 
of the ernployer’s liability during the course of the year. 


Mr. Luoyp: You mentioned some concern about having the fund under 
this plan and you suggested that the hesitation of the province of Ontario 
in participating in the federal plan may arise from the fact that they only have 
partial control over a substantial part of the accumulated contributions in the 
fund. What do you mean by partial control? What would you consider would 
be full control? 
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Mr. McKrcuHan: I consider full control if Ontario operated the scheme, a 
scheme in which the federal government did not participate. 


Mr. Luoyp: Assume they would want to co-ordinate their plan with other 
possible provincial plans, and that others opted out as well, it would certainly 
be reasonable to conclude the provincial governments would want to co-ordinate 
their contribution scales and their benefit scales in order to meet this great 
challenge of portability. Assume that this is so, then would the volume of 
funds which they would generate be different from that of the Canada pension 
plan? . 

Mr. McKicHan: I imagine, sir, that first and perhaps most important is the 
fact that the investment policies of the federal scheme on the one hand anda 
provincial scheme on the other could be significantly different. 


Mr. Luoyp: May I put my question this way. Are we in agreement in our 
understanding of the plan? As I understand it, the funds available for invest- 
ment are offered first to the provinces in proportion to the funds obtained 
from each province, and in this respect the funds are available to the provinces 
for investment by putting its debentures into the fund. Does that not meet 
your criticism substantially? 


Mr. McKicHan: We had this in mind, sir. It was our thought that because 
the control or the participation of the province of Ontario in determining the 
future conduct of this scheme is one which it shares with all the other prov- 
inces and with the federal government, it might, for this reason, feel it was 
more remote that it would be were it in greater control of the fund itself. 


Mr. Luoyp: That would be more of a psychological condition than a real 
one, would it not? 


Mr. McKicuHan: It is perhaps a psychological condition but one which would 
influence perhaps the people of Ontario and through them the government. 


Mr. Luoyp: There might be other reasons, which we would not want to 
discuss here, why political strategies might be involved in the question, but when 
you get down to dollars and cents the contributions levied for the purpose of 
this fund would come into the hands of the Canada pension fund. In proportion 
to those contributions each province receives the opportunity to use them for 
investment purposes, so there is no real advantage. 


Mr. McKiIcHAN: We had one other consideration in mind..We understand 
that reciprocity provisions are contemplated between the Canadian fund on the 
one hand and the United States fund on the other where both the funding 
arrangements, the contributions arrangements and the benefit arrangements 
are all different. Conceivably, if this can be contemplated between the United 
States and the Canada plans, reciprocity could also be worked out between the 
provincial plan and the federal plan even though there were substantial varia- 
tions in policy between the plans. 


Mr. Lutoyp: So in essence you share our views, certainly you share my 
view, that every effort should be made to have one universal plan in Canada. 


Mr. McKIcHAN: We are of this opinion. 


The CHAIRMAN (Mr. Cameron): Gentlemen, you have noticed this delega- 
tion of young, handsome ladies and young men who have just come in. I 
understand they come from Mr. Maurice Moreau’s riding of York-Scarborough. 
They are here to look over and see what we are doing in connection with the 
Canada pension plan. May I tell you, boys and girls, that we are now dealing 
with a brief submitted by the Retail Council of Canada, and Mr. McKichan, 
their general manager, is their spokesman. We welcome you to our meeting and 


ahs hope that you will enjoy it. We also hope that you will get some benefit 
rom it. 
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Mr. CANTELON: Mr. Chairman, Mr. McKichan, I am afraid Mr. Lloyd has 
pretty well exhausted the subject with which I wanted to deal. However, 
perhaps I might make one comment. This afternoon we listened to Mr. Myers 
discussing the United States plan. He said that the matter of adjustment between 
the pension plans was a comparatively simple thing, that all that had to be done 
was to make a financial calculation, and that this was a simple thing to do. I 
was wondering if you would agree with this. | 


Mr. McKIcHAan: I am not quite clear, sir, on what he was referring to. Was 
he referring to arranging reciprocity between the United States plan and the 
Canada pension plan? 


Mr. CANTELON: No, he was not. He was referring to integrating private 
plans, but I felt that the principle would carry on to the discussion of provincial 
plans and the federal plan. 


Mr. McKicHan: It is my understanding, sir, and I am not an actuary and 
I am by no means an expert on the subject, that integration can range from a 
fairly easy operation to an extremely complicated and difficult operation. Per- 
haps some of my colleagues would like to speak on that. 


Mr. CANTELON: I was not implying that the benefits would be identical in 
both plans, they obviously might not be, but I was implying—and I think I am 
repeating what he said—that at least it can be done as far as the financial 
provisions are concerned by a mere calculation, so that one person can move to 
another plan readily enough by making some calculations. 


Mr. McKIcHan: I am not sufficiently expert on this subject to answer you. 
I know that so far as the integration of private plans with the federal plan 
is concerned, it would in some instances present very serious difficulty. 


Mr. CANTELON: That is my opinion also but I wanted to know what you 
thought about it. 


In your brief, at the top of page 5, you say that the maximum combined 
pension plan and old age security monthly provision for a married couple aged 
over 70 contemplated under existing legislation in Canada is $254. You also 
said the similar provision in the United States amounts to $190. I would 
gather from this—perhaps I am wrong but again I would like your opinion— 
you feel this is a rather high figure for Canada in relation to the income of 
the Canadian society today and to our ability to bear the load. 


Mr. McKicHan: This was our intention in inserting these two figures. I 
might mention that we are aware that we are perhaps comparing two unlikes 
because we are comparing the figure proposed for Canada 10 years or ll 
years hence with the figure in the United States today. It is possible there may 
be an amelioration in the United States figure. Even so, keeping in view the 
fact that the Canadian economy is considerably less buoyant than the United 
States economy, it was our conclusion that perhaps the Canadian scheme erred 
on the side of generosity of benefits. 


Mr. CANTELON: It might be worth mentioning here that the figures of the 
contributions in the United States today and what they expect them to-be in 
a few years show a considerable upward trend. 

I also notice that on page 7 you are concerned with the administrative 
difficulties with which you may be involved in the matter of overpayments. 
I am wondering if you know that the system that is being followed in the 
Canada pension plan was apparently modelled on the United States system. 


Mr. McKicuan: I was not aware of that, sir. 


Mr. KNow.es: Mr. Chairman, I have one or two questions which I would 
like to address to Mr. McKichan. I notice that in paragraph 16 on page 5 of 
your brief you draw attention to the fact that certain disparities will arise 
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‘between, on the one hand, persons who have only old age security and, on the 


other hand, persons who have both old age security and a benefit from the 
Canada pension plan. You conclude that paragraph with this sentence: 


There would seem to be merit in adjusting benefit levels so that dispari- 
ties become less pronounced. 


I wish you had gone on. Which way do you propose to adjust benefit levels; 
would you propose to raise those of old are security or reduce those of the 
combined pension? 


Mr. McKicHan: We were inferring, at least in the first instance, that the 
levels proposed under the Canada pension plan should, perhaps, be reduced. 
Possibly at a later date the economy might be able to stand an increase in the 
other, but this would have to be determined in the light of economic conditions 
at the time. 


Mr. KNOWLES: You realize that what you have in mind here would not 
obtain, to any marked extent, for 10 years. 


Mr. McKicHan: We appreciate that. 


Mr. KNowteEs: So in effect the lessening of the so-called disparity is built 
into the operation of the plan and the disparity in eight or nine years will not 
be very much. 


Mr. McKicHan: The initial disparity will be small, but it will be increasing 
afterwards. 


Mr. KNOWLES: You disappoint me. I had hoped you would say that the 
time had come to raise old age security. 

The other question I would like to ask has to do with your comments on 
the integration of existing plans, as set out in paragraph 23 of your brief on 
pages 7 and 8. I want to choose my words very carefully, because there is 
something in here which I find does not go along with my thinking. However, 
I want to give you an opportunity to explain what you have in mind. You 
seem to be suggesting that federal and provincial governments should put some 
kind of pressure on unions when there are negotiations regarding integration. 
I know you would not be very happy if federal or provincial governments were 
to put pressure on employers in the same situation. I wonder whether you 
really mean this; I understand your concern about integration, but do you 
really mean it when you ask the federal and provincial governments to put this 
kind of pressure on unions? 


Mr. McKicHan: It is our feeling that the aim of the Canada pension plan 
is to provide a reasonable level of retirement benefit for all Canadians. In 
certain instances pension plans already are in existence which, in some cases, 
do provide adequate and in some very adequate levels of retirement benefit. 
It was our feeling that it would distort the purpose of the Canada pension plan 
if it simply were used as an instrument for increasing those benefits which 
already were adequate or partially used for this purpose. It was our feeling it 
would be a waste of our resources, to some extent, and that this was not the 
aim which the proponents of the Canada pension plan had in mind. 

In our wording I do not think we used the word “pressure’’. I think we said 
the governments concerned might use their influence. This may be by persuasion 
or by pointing out the facts of the situation, or by various other means. 


Mr. KNowLeEs: I would like to say that I recognize the validity of your 
contention that where a group of employees, as a result of collective bargaining, 
has a particularly good pension plan there is something to be said for the 
employer not being asked to increase that at the expense of something else in 


the employer-employee relationship. My thought, and my only reason for rais- — 
ing the question, is that where there is collective bargaining this is one of the © 
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purposes of negotiation—to obtain a pension plan, health plans, other fringe 
benefits, wages, hours, and so on. I would think you would like it better if all 
this were left to the free process of collective bargaining. 


Mr. McKIcHAN: Realistically we feel there are occasions where employers 
may have a pistol put to their head and then they have to accept a provision 
which they do not consider reasonable and which in fact may not be reasonable 
in the interests of national economy, and it is our hope that these situations 
would be minimized. 


Mr. KNOWLES: It is also the hope of some of us that when this kind of 
integration takes place that if, because of the contributions under the Canada 
pension plan, there is a cut-back in benefits, that the cut-back in benefits will 
be only to the extent that the contribution would buy benefits under the private 
pension plan. 


Mr. McKiIcHan: I think this is a very reasonable position, sir. 
Mr. KNOWLES: Good. 
The CHAIRMAN (Mr. Cameron): Is that all for now, Mr. Knowles? 


Mr. KNOWLES: Yes. I am sure Mr. McKichan and I understand each other 
on that point. We are emphasizing that dollar for dollar the money put into 
the Canada pension plan buys a better rate of benefit than is the case of most 
private plans and that if employers do not want to be taken advantage of on 
this point, I would hope that the employees would not be taken advantage of 
in the way suggested. 

Mr. BAsrorpD: Mr. Chairman, relative to your earlier remarks, I might 
point out that Mr. Moreau is a very valued member of this committee, but 
because of the force of work he had to be absent this evening. 

Mr. Knowles has asked some of the questions I wished to ask. I would 
be interested in hearing some comments from Mr. McKichan relative to the 
cost of this plan and whether or not the existing old age security payment 
should be increased. Would you agree that someone living on $75, $100 or 
$125 a month, received through his old age pension, is spending all of his 
money on food, which should please the Dominion Stores, and on clothing 
which should please Mr. Ogilvy, and every cent of this is used on consumer 
goods in retail outlets. 


Mr. McKicHan: Mr. Chairman, the report of the economic council, which 
was published only recently, I think had something quite appropriate to say 
in this area. I paraphrase the words, but they were generally to the effect 
that the most important item of social security is to ensure that the economy 
is buoyant, moving ahead, and so on. If social security payments are increased — 
to the point where the welfare of the economy is endangered, then obviously 
the first prerequisite is not being ensured. 

I do not feel briefed to argue whether or not the unions can withstand a 
higher payment for old age security; but certainly the most important thing 
to do is to study very closely the health of the economy and make a judgment 
in respect of whether or not it can withstand a higher payment. I should add 
the council has not considered the question of whether or not at this particular 
moment in time old age security payments should be raised. 

Mr. BASFORD: I know it has not been considered, but what I am suggesting 
to you is that payments of old age security are really transfer payments; the 
economy is not losing any money that is being spent on it, and every cent spent 
by government on such payments is being spent or poured into the economy 
and to a great measure is being poured by old age security recipients into the 
retail council of Canada. 

Mr. McKicHan: If your question is, is the retail council in favour of the 
concept of old age security payments, the answer is yes. With regard to the 
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exact level at which this payment should be established, I would hesitate to 
give you a definitive answer. I doubt whether any of my colleagues would 
feel inclined to do so either. 


Mr. KNOWLES: That chair on which you are sitting seems to be wired 
that way. We heard the same statement from the life insurance officers the 
other day. 


Mr. McKicHan: I did not hear their evidence. 


Mr. BASFORD: You are the first employers’ group we have had before this 
committee I believe. Obviously some of your members have private pension 
plans and I take it these are group plans managed by insurance companies or 
sold to you by insurance companies. 


Mr. McKiIcHAN: I would say this would be the case in many instances, yes. 


Mr. BAsrorp: And you make an employer-employee contribution to these 
plans? 

Mr. McKicHAN: I would assume so, sir. I cannot speak specifically about 
any one member or indeed I cannot tell you what the situation within our 
membership is, because we have something like 90 members all of whom have 
different types of arrangements. 


Mr. BASFORD: I am wondering whether, when the insurance companies 
made proposals to your member companies for the establishment of a pension 
plan calling for contributions from your members they informed you that this 
might impede that member’s ability to compete? 

Mr. McKicHan: I am sorry, but I wonder if you would mind repeating 
the last part of your question. 


Mr. Basrorp: Obviously if you have a member who has a retail outlet, it 
is going to cost him money in order to establish a pension plan in his store. 
Mr. McKicHan: That is correct. 


Mr. BAsrorp: I wonder if the insurance companies when selling you these 
plans told you that this would impair your members’ ability to compete with 
other retail outlets? 


Mr. McKicHan: I could not tell you whether they did or not. Perhaps 
some of the other members of our delegation can speak to it. 


Mr. E. C. Went (Vice-President, Dominion Stores Limited): It is not 
precisely a point which they would emphasize. However, I would think that 
any management taking on a pension plan would recognize that the cost of 
it would be a factor in his load, and that the companies which have pension 
plans have recognized the need for a pension plan as being the greater of the 
two. 


Mr. Basrorp: If the existence of such a plan has not impaired their ability 
to compete? 


Mr. WENT: No, I would not say that that follows. 


Mr. BAsrorD: You have carried on business, so obviously you have been 
able to compete. 


Mr. WrENT: Well, you can carry on business with your ability to do so 
impaired to a degree. 


Mr. BAsrorp: Thank you. 


Mr. KNOWLES: I wonder if I might ask a supplementary question? I 
wonder if the delegation would have any statistics regarding the number of 
members covered; that is, those persons with retail outlets? You say in your 
brief that some 800,000 persons in Canada are directly engaged in the trade on 
a regular basis. And you say that at peak periods the labour force expands to 


over one million persons. Have you any statistics of how many of them are 
covered? 
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Mr. McKicuan: No, I have not. In this figure of 800,000 only between 
250,000 and 300,000 are actually employed by members of the retail council, 
while the others would be employed by non-members. 

Mr. KNowLes: Have you any figures concerning them? 

Mr. McKicuan: No, but it might be possible to develop some. 

Mr. KNOWLES: You would have no notion of the percentage? 

Mr. McKicnan: I have no accurate knowledge of the percentage. 


Mr. KNOWLES: If you do not have a great many integration problems, then 
you are not worried very seriously about it. 


Mr. McKIcHAN: I imagine that in the case of the members of the council 
most companies would have a pension plan. 

Mr. KNOWLES: But retail outlets outside the council may not have them. 

Mr. McKicHan: I would hesitate to say. 

Mr. Morison: I wonder if the insurance companies in selling pension plans 
to you told you that the increase in cost might make it more difficult to 
compete? Did they suggest to you that the employee under a pension plan 
would not be troubled by financial problems in the future and thereby 
would be a better salesman and a better producer for you, and therefore you 
would profit thereby? In other words, would you agree that an employee 
under a pension plan was a better producer for you? 

Mr. AIKEN: May I ask a further supplementary question along the same 
line? I wonder about the casual employees. You said there was a large num- 
ber of casual employess within your own organization. Would you know in 
general whether these casual employees are covered by pension plans? 

Mr. McKicuan: I think the general rule is that temporary employees are 
not covered by pension plans, and that there usually is a waiting period of 
varying length in most group pension plans. 

Mr. AIKEN: So with the pension plans which are now in existence they 
would be more or less permanent employees? 

Mr. McKicHan: That is correct, sir. 

Mr. AIKEN: Would it be fair to ask you whether the pension plans now 
in payment are in general adequate, or whether the Canada pension plan pay- 
ment should go on top without overprovision? Perhaps I might explain that 
by saying we have had it stated that in some employment, such as railway 
employment, the civil service, and various other forms, employees are said 
to be retired at almost 100 per cent of their final year’s earnings, and others 
are said to be retired at very low or inadequate pensions. Could the ones in 
between in many cases afford to have the Canada pension plan placed on 
top of that for another 3.6 per cent without it being unreasonably high? Are 
you able to make any comment on it in general terms as to your members? 

Mr. McKicHan: I would assume that every company would consider its 
own pension plan to be adequate, otherwise it would do something about it. If 
it does not consider it adequate, then it must consider it to be all right at that 
particular point in time. I imagine that most employers would feel that the 
Canada pension plan should form the basis of their pensions, and that any 
additional rates should go on top of it, not as a duplication but as a supplement 
to it, if this is considered to be appropriate. 

Mr. AIKEN: May I ask another question? With respect to employee’s organ- 
ization and in regard to your members generally, are your employees repre- 
sented by unions? 

Mr. McKiIcHAN: Some are, and some are not. 

Mr. AIKEN: This depends, I presume, basically on the size of the organi- 


zation? 
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Mr. McKicuan: That would be one of the Bie yes. 


Mr. AIKEN: Could you tell me if there is one union or more than one union 


which represents those who do come under it? 
Mr. McKicHAan: There would be a considerable number of unions. 
Mr. AIKEN: They would have application to each business, perhaps? 


Mr. McKicHan: There are different unions for various specialities, and 
different unions extending horizontally across the trade. 


Mr. AIKEN: So in some cases you would have a union organization to 
negotiate with in connection with the Canada pension plans and in other cases 
you would not. 


Mr. McKicHan: That is correct. 

Mr. AIKEN: Have you given any thought to the approach to the two different 
types of organizations, the unionized and the non-unionized? 

Mr. McKicHan: This is a situation in which the council as a council would 
not be involved because the circumstances of our members are so different, 
and each of our members would make his own decision which would be appro- 
priate, and carry out his own bargaining with these people. 

Mr. AIKEN: The reason I follow this line of argument is that it has been 
stated on various occasions that some types of business, in which there are not 
a large number of employees, are going to consider that they might just as well 
be in and get it, because all they have to do is to add it to the cost of the goods 
as a premium. | 

Mr. McKicHan: This, sir, I think must be an individual decision for each 
company, and no doubt in making it they will be considering the welfare of 
their employees as well as their competitive position within the industry. 


The CHAIRMAN (Mr. Cameron): I do not think that was a very good supple- 
mentary question. 

Mr. AIKEN: I may consider keeping quiet for the rest of the evening. 

Mrs. RIpDEOUT: Might I ask Mr. McKichan to refer to page 7, paragraph 22, 
section (a). I wonder if the council could tell me what is meant by matching 
overpayment of employers? Is the council aware that when an employer pays 
more than $79.20 for an employee in a year, he may claim a refund? 

Mr. McKicHan: Our concern was for cases where the employee at the end 
of the day is found not to be eligible to make contributions, and that the 
employer has already made contributions in respect of that employee. It is our 
understanding that at this point nothing can be done under the present arrange- 
ment about the employer’s position. It is understood that arrangements may be 
made for a refund for the employee in such a situation. 

Mr. CHATTERTON: Does that also apply in the case where the employee 
changes his employment, and the employer has paid his contribution for the 
first employee and then has to pay his contribution for the second employee? 
Does that apply also? 

Mr. McKicuan: I am not quite sure that I follow you. 


Mr. CHATTERTON: As I understand it, if an employee leaves, let us say, 
after five months, and the employer has paid the employee’s share as well as 
the employer’s share, and then another employee comes along and takes the 
place of the first employee, the employer has to pay over again without getting 
a refund. Does that apply to that also? 


Mr. McKicHan: No, we were not taking exception to contributions being 


made, even though the employee changes employment in the middle of the © 
year. We were concerned with cases where an overpayment was made simply 


because the employee did not fall into an eligible group. 
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Mr. CHATTERTON: pale are not concerned with the employer Having to pay 
for two employees in the same year and not getting a refund? 


Mr. McKicuHan: If the contributions are made only in respect of the period 
for which the employee is working for the employer then we are not concerned, 
but my understanding was that this was not the intention of the scheme. If 
the employer has to make a payment for part of the time during which he 
was no working for the employer, then I would consider this would be unfair 
and that the employer should be refunded that part of the contribution. 

Mr. CHATTERTON: I want to clarify this point. As I understand it, the 
employer could pay for the employer’s full share of the liability for, say, five | 
months for that employee. That employee leaves and another employee takes 
his place, and the employer again pays his share. That employer gets no refund 
by having paid twice for that position. 

The CHAIRMAN (Mr. Cameron): Is Mr. McKichan’s position not that if 
they pay tax for an employee then they want to get it back, period? They do 
not think it is fair that that should stay in the fund and not be refunded to them. 
I do not think Mr. McKichan is giving evidence as a departmental official on 
how it is to be done. 


Mr. CHATTERTON: I am trying to find out how it is going to affect the small 


merchant. 


The CHAIRMAN (Mr. Cameron): He just wants his money back. 


Mr. McKIcHAN: We certainly do not want to pay twice for one amount of 
work, but we are not objecting to paying for time worked by an employee 
whether it is employee A or employee B. 

Mr. KNOWLES: The only case in which you are asking for it back is when 
the employee has got it back. 

Mrs. RipEOouT: I wonder, Mr. McKichan, if you have noticed clauses 8 
and 9 in the bill which provide that if the employee earns less than $600 he is 
exempted from any contribution, and the employer is refunded if he has made 
deductions. So in effect that would answer your argument there. 

Mr. McKIcHAN: It was our understanding, Mr. Chairman, that a situation 
will frequently arise in which an employee is earning at a rate greater than 
$600 per annum and he may move to another position where he is being paid 
less than this, or he may discontinue work later in the year. In this event, it 
was my understanding that no provision was made for refund to employer 
after the event. 

Mrs. RIDEouT: It is my understanding that the employer is liable to con- 
tribute for all employees earning over $50 a month for whom the employer 
has not yet paid $79.20 during the year. | 

The CHAIRMAN (Mr. Cameron): We have Mr. Sheppard here and he may 
be able to answer you, Mrs. Rideout, and Mr. McKichan at the same time. 

Would you care to enter this debate at this time, Mr. Sheppard, and 
explain how the bill proposes to deal with this matter? 

Mr. Sheppard is the deputy minister of national revenue, and he is in 
charge of collections. 

Mr. D. H. SHEPPARD (Assistant Deputy Minister, Department of National 
Revenue, Taxation Division): Let us assume that all the employees are work- 
ing on a monthly basis. The plan under which the contributions are made is 
that from the wages paid to such an employee in a particular pay period you 
deduct $50 for that month, and then a contribution is made on the remainder 
at 1.8 per cent for the employee contribution and another 1.8 per cent for | 
the employer contribution. 

If there is any error in the calculation of the employee’s contribution or 


the employer’s contribution they are both refundable. 
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It is true that at the end of the year you aggregate all the employee’s 
contributions together for the whole year, deduct the $600 exemption and then 
see whether or not there is an overpayment. In those circumstances, he might 
be entitled to a refund but the employer would not. The amounts involved for 
the employee earning less than $5,000 a year are only those amounts that 
relate to the portion of the exemption which was not claimed. If he worked six 
months it would be 1.8 per cent of $300, which is $5.40. 

I do not know whether that is the point you were worrying about or not. 

Mr. McKicHan: No, our concern, sir, was where at the end of the year 
it was found that the employee had not earned $600 and so was not liable to 
contribute at all. 

Mr. SHEPPARD: If for example he had made $500 in the year over two 
months, then the employee would receive a refund of his whole contribution, 
but the employer would not. 

Mr. McKIcHAN: This was our concern. 

Mr. SHEPPARD: The amounts involved in that case are 1.8 per cent of $400, 
which is $7.20. 

Mr. Luoyvp: May I ask a supplementary question on this point? 

The CHAIRMAN (Mr. Cameron): If Mrs. Rideout will give you permission. 

Mrs. RipEoutT: I am delighted to do so. 


Mr. Luoyp: Mr. Sheppard, Mr. McKichan referred to the Income Tax Act 
under which you can adjust the tax liability at the end of the year if there has 
been variation in the earnings. Very often the salary of an individual working 
for one employer for the full year will result in an adjustment of the tax 
liability. It may be deducted at a higher rate, and then he transfers somewhere 
else or he works for the same employer until the end of the year for a lower 
rate for some reason—maybe he has not the same number of hours’ work. In 
that case, the only thing with which you are concerned is the individual’s tax 
liability for the income tax department. It does not involve the employer in any 
way, shape or form, does it, in the case of income tax? 

When we come to the Canada pension plan, let us assume an employee 
who works for a full year for the employer and does not go to any other em- 
ployment, that is his only employer, it would be only in the cases where he had 
received a reduction in salary that there would be any refund question arising, 
would it not? 


Mr. SHEPPARD: If he only worked for one employer there could be no 
occasion when he had overpaid unless he did not work every month in the 
year, and then the amount of the refund would be related to 1.8 per cent of the 
part of the $600 exemption not obtained. 


Mr. Luoyp: To the employee? 
Mr. SHEPPARD: That is right. 


Mr. Luoyp: There is no provision for a refund in the event of the circum- 
stance which you have described? He works at a high rate for part of the year 
for one employer and then he lays off for a couple of months and does not work 
for anyone else but comes back and works for the remainder of the year, and 
while he is entitled to a refund he has only worked for the one employer and 
there is no refund for the one employer? 


Mr. SHEPPARD: That is right because, as far as the employer knows, he may 
have worked for someone else and claimed his full exemption. 


Mr. AIKEN: May I ask one supplementary question? 

What is the justification, Mr. Sheppard, for not refunding the employer’s 
share in a situation like this? Is it a tax on doing business or too much paper 
work? Why is the employee’s share refunded and not the employer’s share? 
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Mr. SHEPPARD: The reason there is no provision made for a refund to the 
employer is that, so far as the employee’s contribution is concerned, you would 
have to aggregate all his contributions for the year from all employers, and you 
cannot really relate the overpayment that the employee might have to a variety 
of different employers. To be able to apportion the refund between the em- 
ployers you would have to tell the employer what this employee made from 
another employer, and that would not be desirable for many reasons; and the 
amounts involved are not great. 


The CHAIRMAN (Mr. Cameron): Let us get back to Mrs. Rideout’s ques- 
tioning. 
Mrs. RipEouT: I have completed my questioning, Mr. Chairman. 


Mr. COTE (Longueuil) : You seem to be very concerned that the province 
of Ontario might opt out of the plan. One of the reasons you give for this is 
that they want full control of the fund, or that they might want a bigger share 
or the whole of the fund. 

On page 8 of your brief in paragraph 25(b) you say: 

The council would favour a substantial reduction in the size of the 
fund contemplated under the plan because this action would seem likely 
to encourage the participation of the province of Ontario in the Canada 

pension plan. 


How do you reconcile that? 


Mr. McKIcHAN: Sir, we felt that the main reason the province of Ontario 
wished to establish or might wish to establish a separate fund was because of 
the existence of the fund under the Canada plan in which it would only have an 
indirect control. For reasons of prestige, if you like, or of various political 
feelings, it might wish to be able to say that it had complete control both of the 
fund and of the conduct of the plan itself. We felt a means of reducing the 
anxiety which the province of Ontario might feel would be to revert to a 
minimally funded or small funded plan. 


Mr. Cote (Longueuil): Mr. McKichan, in paragraph 5 on page 2 you say: 
By 1985, the plan will require to be collecting contributions at the 
rate of between 4 per cent and 4.8 per cent of earnings to remain on a 
‘Spay aS you go” basis. 


How could we reduce it at the present time so that we will not have to make 
it a “pay as you go” basis? 

Mr. McKIcHAn: It is my understanding that the reverse to a minimal funded 
plan would involve heavier contributions at the mid point of this period, and 
the council was prepared to contemplate this if this was the price for securing 
the participation of the province of Ontario. 

Mr. COTE (Longueuil): One of the main reasons for Quebec opting out of 
this plan is that the ratio of old age persons in the province of Quebec is one 
of the lowest in the country and, because of that, they will not have to pay 
benefits as long as the other provinces. Also, the fund will be bigger for a longer 
time. The ratio of the old age persons in the province of Ontario is one of the 
highest in the country and their fund would be exhausted very much earlier 
than that of the province of Quebec. 

Mr. McKicuHan: In making this suggestion, sir, we realize there probably 
would be certain difficulties in arranging for reciprocity between the Quebec 
fund and the Canada fund but we did hope this would not be insupportable. 
We were encouraged in this belief by the statement of the minister when she 
said possible arrangements for reciprocity could be worked out with the United 
States funds. 
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Mr. Cé6TE (Longueuil): Do you think the province of Ontario would receive 


more by staying in the federal plan than embarking on their own plan? 


Mr. McKicuan: I think it would be self-evident that the cost of administra- 
tion would be lower if the province of Ontario stayed within the federal plan. 
I do not feel competent to give an opinion as to the merits or the demerits from 
the economic point of view of the province of Ontario in respect of staying 
within the federal plan or remaining outside of it. 


The CHAIRMAN (Mr. Cameron): Have you a question Mr. Basford? 


Mr. Basrorp: Is the council prepared to make representations to the 
province of Ontario to stay within the Canada pension plan? 


The CHAIRMAN (Mr. Cameron): I do not think that is a good supplementary 
question, however interesting it may be. 


Mr. BASForD: I think it is a perfectly good supplementary question. 


The CHAIRMAN (Mr. Cameron): Well, if the witness wishes to answer it, it 
is up to him, but I do not think he should. 


Mr. McKicHan: The short answer is that as a council we have not made 
a decision in that regard. 


Mr. BasrorD: Well, judging from the opinions expressed in your brief I 
would assume that the council is prepared to make that decision. 


The CHAIRMAN (Mr. Cameron): Would you proceed, Mr. Munro. 


Mr. Munro: On page 2, paragraph 5 of your brief you state: 


By 1985, the plan will require to be collecting contributions at the 
rate of between 4 per cent and 4.8 per cent of earnings to remain on a 
‘“oay as you go” basis. Increased contributions would be required if the 

_ fund is to be used to produce further moneys for provincial investment. 


I wonder if retail interests were aware that in this actuarial report that you 
- were quoting from it was indicated that by 1985 the incoming moneys from 
contributions would be matching outgoing benefits, which would result in the 
setting of that rate of between 4 per cent and 4.8 per cent. I wonder if there 
were not any figures shown in the actuarial report which pointed out this 
example of the interest on the fund that would be built up. And, I wonder 
if you are aware that it may not be necessary to actually charge this 4 per 
cent or 4.8 per cent. This would be only a calculation, if you do not take 
into account the interest on the fund that is built up, which you earlier 
referred to in your report. 


Mr. McKicHAn: I was not aware of that particular provision of the report, 
but I am interested to learn it, sir. 


Mr. Munro: I would like to refer to another paragraph in your report. 
In paragraph 15 you are comparing the Canadian system with the American 
system, and you say: 


A comparison of particular significance is that between the level 
of benefits now proposed in Canada and those available in the United 
States under that country’s social security program. the maximum 
combined pension plan and old age security monthly provision for a 
married couple aged over 70 contemplated under existing legislation 
in Canada in $254. The similar provision in the United States amounts 
to $190. 


couple aged 65, under your particular example, in Canada would not get 


I wonder if the council is aware that in the example you have used here : 
the United States system pays their benefits much earlier than we do, and a — 
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. the benefits you referred to until 1976, and at age 65 would not get $254 but 
$206. 
Mr. McKicuHan: I brought out the fact that this was a projected figure some | 
10 or 11 years hence, in answer to a previous questioner. We were aware of 
this fact. 
Mr. Munro: You would agree the comparison should be $190 to saa 
Would that be fair, rather than $254? 


Mr. McKicuan: The figure is $206 for 19— 

Mr. Munro: 1976 in Canada on a comparable basis to the example you 
quoted here. 

Mr. McKicHan: For a couple aged 65? 

Mr. Munro: Yes. 

Mr. McKicHan: Yes, I will acknowledge that, sir. 


Mr. Munro: The other thing I was going to ask you is this. You indicated 
some concern earlier about whether the economy could take care of the con- 
tribution rate, and you felt that there is some concern on the part of the 
retail council in this regard, and that it was very important to worry about 
a buoyant economy and increased purchasing power in the hands of aged 
people. That is what I took from your remarks to be your concern. 


Mr. McKicHan: I mentioned the council shared the view that has been 
expressed recently by the economic council in its first report, that the most 
important social security scheme of all perhaps is an assurance of a buoyant 
and healthy economy, yes. 


Mr. Munro: In our system our contribution rate is 3.6 per cent. We had 
Mr. Myers here this afternoon and he indicated the present contribution rate 
under the United States system, which you have compared to ours in para- 
graph 15, is 9 per cent. Have you any comment in this connection? 


Mr. McKicuHan: I think perhaps it is significant that United States income 
runs somewhat in the region of 30 per cent higher than Canadian average 
income and that this extra 30 per cent, I suppose, must be considered as extra 
disposable income, so the disparity in the varying contribution rates is prob- 
ably less significant than one might think at first glance. I would think that 
an economy stronger by 30 per cent would be in a very much better position to 
pay a very substantially higher contribution than that now being contemplated 
in Canada. 

Mr. Munro: The contribution rate would be substantially higher than 
30 per cent on the basis of 9 per cent versus 3.6 per cent. 


Mr. McKicHan: I am not suggesting the distinction be limited to 30 per 
cent; I am saying because the 30 per cent consists of disposable income the 
contribution perhaps could be 20 per cent and there still might be good 
grounds for it with an economy of that strength. 


| Mr. KNowLeEs: I wonder if Mr. Munro, in all fairness, would not admit 
that if we are going to compare like with like we have to remember we have 
taxes for old age security in this country that should be added to the 3.6 per 
cent, when we are comparing Canadian benefits with American benefits. 

Mr. McKicHan: Thank you. 

Mr. KNOWLEs: I just wanted to be fair about this. 

Mr. Munro: Someone else is on the same wave length. 

I will now refer you to paragraphs 5 and 6. 

Mr. Basrorp: A typical N.D.P. position, all things to all men. 


Mr. KNOWLES: It is just a matter of being fair, and that is all. 
21740—64 
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Mr. Munro: I am referring to the last sentence of paragraph 5 in your 
report, which reads as follows: 


By 1985, the plan will require to be collecting contributions at the 
rate of between 4 per cent and 4.8 per cent of earnings to remain on a 
“pay as you go” basis. Increased contributions would be required if the 
fund is to be used to produce further moneys for provincial investment. 


Then, in paragraph 6, you say: 
As originally conceived, the plan was to have a fund of only modest 
proportions. An amendment to the original plan had the effect of sub- 
stantially increasing the size of the fund. 


The two sentences do not seem to be reconcilable. It seems to me that in 
one you are indicating a concern that these contributions will be required 
within 20 or 30 years—according to what is said here in 1985—-and in the other 
you are worried about the fund being too large. 

Mr. McKIcHANn: In this first sentence beginning “increased contributions” 
etc. we were not suggesting that this be done; we were simply stating what 
we conceived the position to be if it were desired to produce further moneys 
for provincial investment. We did not suggest that that would be a desirable 
course necessarily. 

Mr. Munro: Are you concerned with the size of the fund under the Canada 
pension plan? 

Mr. McKIcHAN: We were primarily concerned about it because we believe 
it is the size of the fund which is causing Ontario to have doubts on whether 
or not it should participate in the Canada pension plan. 


Mr. Munro: On page 8 of your brief you say: 
In situations where a union adopted an inflexible attitude, the 
Canada pension plan would simply become an additional and expensive 
fringe benefit for which there could be no social justification. 


I suppose that sentence to be fair. I realize it relates to your earlier 
contention that where private pension plans are in existence unions may not be 
agreeable to any integration but would rather want the private pension plan 
to be on top of the Canada pension plan. 

Mr. McKICHAN: This was our point, sir. 

Mr. Munro: I suppose you are further concerned that they may not want 
any increased contribution as the result of one being placed on top of the other. 
Is that so? 

Mr. McKicHaAn: This is one of our concerns, but we are also concerned 
that they would require a higher absolute or total contribution from employers. 

Mr. Munro: In other words, they would want the employer to make his 
contribution under both plans. 

Mr. McKICHAN: Yes, Sir. ‘ 

Mr. Munro: I suppose that this concern that you have shown here would 
depend on the calibre of the private plan that was in existence and on its 
generosity with respect to the benefits concerned. 

Mr. McKIcHAN: This of course would be a matter of degree, but one as- 


sumes that the level of the present plan, if it is a negotiated plan, is a level 
which the company feels it can afford. If an additional contribution is to be 


made to the Canada pension plan on top of this, then it would seem you are 
getting to the point where you have exceeded the company’s likely ability to 
pay. 
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Mr. Munro: I believe you might have been asked this question earlier, 
but as far as the retail council is concerned do you have any figures—not 
precise figures but rough figures—of what would be the average wage of the 
employees hired by your members? 

Mr. McKICHAN: Published figures are available. I do not have with me 
the latest figure but I would be very willing to supply that. 

Mr. Munro: Do you have an approximate idea of the average figure? 

Mr. McKIcHAN: The average estimate for male employees is about $70 
per week for the industry as a whole. This takes in regional variations, but 
I would be very happy to provide you with the exact figures. 

Mr. Munro: Seventy dollars a week would I think come to approximately 
$280 a month, approximately $3,500 a year. If that is the average I would think 
that that would take into account the high wage levels of the executives of 
the various firms concerned. Would they be included in that average? 

Mr. McKIcHAn: No. This is the average labour income in the industry. 

Mr. Munro: I am not so sure whether this question has been asked, but 
you had no precise figures on the number of employees that were covered by 
private pension plans on the part of your members, did you? 

Mr. McKIcHAN: No, sir. 

Mr. MUNRO: Could you give me a rough estimate without giving me the 
precise figures? 

Mr. McKicHAn: The number of employees employed by our members is 
somewhere between 250,000 and 300,000. I would think the great majority of 
these employees would be covered, perhaps over 80 per cent would be covered. 
This is a figure I am pulling out of thin air but I know most of our members 
do have pension plans. 

Mr. Munro: I was always more or less under the impression that some- 
body earning $3,500 a year, which would be the rough yearly figure of the 
average income of employees of your members who would be participating in 
the private pension plans, of necessity could not provide very rich benefits 
because I would think that with a wage of somewhere around $70 a week 
they could not afford to pay a very high contribution rate. Would you agree with 
that? 

Mr. McKIcHAN: I would assume that the pensions presently enjoyed under 
the present pension plans are fairly modest in scope. 

Mr. Munro: When you say modest could you translate that into an 
approximate dollar figure? 

Mr. McKIcHan: No, sir. I think the conditions of the plan are too varied 
for me to be able to give you a meaningful estimate. 

Mr. Munro: Would it be fair to say that if they were modest, then there 
could be social justification for adding that particular private plan on top of the 
Canada pension plan for an employee making $70 a week? 

Mr. McKicHANn: This depends on the ability of the company to pay, and 
if such an extension impaired the ability of the company to pay, then obviously 
this would be an undesirable event. 

Mr. Munro: I think you did indicate earlier that the companies who would 
have private pension plans would be the larger companies with the larger 
number of employees. 

Mr. McKIcHAN: Yes, sir, and of course when you mention the larger com- 
panies in the context of the membership of the retail council you account for 
the larger percentage of employees who are employed by our members. 

Mr. Munro: But the larger companies certainly would not be the marginal 
retailers. 
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Mr. McKicuHan: No, sir. 


Mr. Munro: Then there would not seem to be too much question as far 
as their ability to pay is concerned in the context of a modest pension plan. 


Mr. McKicuan: I would like to add that the figure I quoted you for an 
average retail wage level was an industry figure, not the figure paid by the 
members of this council. I think it would be fair to say the average wage paid 
by the members of this council would be very considerably above the industry 
average. 


Hon. Mr. SmitH (Kamloops): Mr. Chairman, earlier on I had a question 
to ask of Mr. McKichan, before we got to far away from paragraph 1. May I 
refer him to his statement in describing the council where he says: 


Its members perform some 30 per cent of the retail “store” business 
in Canada. 


I presume that he means 30 per cent of the dollar value of the retail store 
business across Canada. 


Mr. McKIcHAN: Yes, sir. 


Hon. Mr. SmitH (Kamloops): No doubt we will have here delegations from 
other organizations who enjoy the other 70 per cent or some part of it. Hav- 
ing that in mind I wondered whether yours is more or less the major league 
in the retail business. Did you say your membership numbered 90? 


Mr. McKIcHAN: We have some 90 odd members. 


Hon. Mr. SmitH (Kamloops): I was wondering just how national your 
organization was in its interests. Do you draw your members from all the 
provinces? 


Mr. McKIcHAN: We have members in every province. 


Hon. Mr. SmitH (Kamloops): And you enjoy 30 per cent of the total retail 
business across the country. I suppose that is approximate. Would it vary much 
from province to province just as the interests of your members vary from 
province to province? How close would you come to enjoying 30 per cent of 
the retail business in each and every province? 


Mr. McKIcHANn: I think it is a fairly even distribution, but with perhaps 
more emphasis in the province of Ontario than in the other provinces. This 
is only a matter of degree. We have a fairly even spread of distribution. 


Mr. CHATTERTON: Mr. Chairman, I am sorry I was a little late, the cold 
got hold of me, or rather of my car. 


If my question has been answered, please excuse me. I am referring to 
paragraph 16 of your brief. You are concerned with the disparity in benefits 
between certain persons and others. We have figures presented to us to the 
effect that by 1965 some 76 per cent of retired people would benefit by the 
Canada pension plan. This is not quite borne out by the statement made in 
your paragraph 16. You indicate concern about disparity. Do you feel this 
disparity should be taken care by the Canada pension plan itself or by some 
subsequent legislation by parliament. 


Mr. McKIcHANn: It was our suggestion, sir, that because the Canada pen- 
sion plan would offer a considerably larger benefit to those enjoying the full 
benefits under it and that because there would be a natural pressure to in- 
crease the old age security payment, which the government might not be able 
or might not feel inclined to resist, that because of this it would be realistic 
to set a somewhat lower level for the benefits under the Canada pension plan. 


Mr. CHATTERTON: Lower benefits all around would reduce the disparity? 
Mr. McKicuan: Yes. 
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Mr. CHATTERTON: Would that include those already retired and that there 
should be some benefit to them by way of the Canada pension plan. Is that what 
you have in mind? 


Mr. McKicHan: No, sir. It was our suggestion that the future benefits under 
the Canada pension plan be reduced in anticipation of having to pay a larger 
share of the national output into the old age pension fund because we feel 
that with the existence of the Canada pension plan there is bound to be some 
upward pressure on the old age security. 


Mr. CHATTERTON: Are you suggesting, according to paragraph 16, that 
those who are already retired or who are close to retirement and who would 
not receive pensions under the Canada pension plan should be provided for 
under the Canada pension plan by way of contributions from earnings. Is 
that what you have in mind? 


Mr. McKicuHan: No, sir. We felt that almost certainly these people would 
in fact be helped by increases in the old age security provisions. 

Mr. CHATTERTON: Do you mean by way of the index? 

Mr. McKicuHan: No sir; by a higher old age security provision. We were 
forecasting this; we did not advocate it. 

Mr. CHATTERTON: You feel that is the way all those who are in trouble now 
or who will be should be helped? 

Mr. McKIcHANn: We foresaw this as the way they would be helped. We 
felt, so that these increases in the old age security payments would not be too 
excessive, that the levels proposed under the Canada pension plan should be 
lowered so that there is a smaller gap to fill. 

Mr. CHATTERTON: An evening out. 

Mr. McKIcHAN: Yes sir. 

Mr. Munro: May I ask a supplementary question. I appreciate your point 
about the levelling out, but are you also recommending any increase in the old 
age security pension? 


\ 


Mr. McKicHan: We are not recommending it, sir. We can see there will 
be pressure for it. We do not feel competent to weigh whether or not the 
economy at this point can afford increases in the old age security payments, 


Mr. Munro: So you are not prepared to say there should be an increase. 
Is that a fair way of putting it? 


Mr. McKicHan: That is correct. 


Mr. Munro: So, the manner in which you would sort of level this out 
would be to lower the benefits under the Canada pension plan? 


Mr. McKICHAN: Yes, sir. 


Mr. CHATTERTON: You say lower the benefits: are you thinking of lowering 
the benefit to those who receive the most in the transition period; is that 
what you have in mind? . 


Mr. McKicuan: We have in mind both during the transition period sc 
during the eventual top benefit. 


Mr. CHATTERTON: Giving something to those who are retired now; is that 
what you have in mind? | 


Mr. McKicHANn: We did not suggest it be given to the beneficiaries of old 
age security payment. We simply suggested that if the levels under the Canada 
pension plan were lowered, then the difference between the two would be lesser > 
and that therefore it would be unlikely we would be spending as much on 
pensions for both categories, or both together, as we would if we left both 
plans as presently conceived. 
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Hon. Mr. DENIS: In your summary of conclusions on page 8, in paragraph 
(a) you say: 

The council approves the general concept of a uniform contributory 
pension plan, but it queries whether sufficient study as to the ability of 
the national economy to support this and other desirable social welfare 
projects. 


And in paragraph (b) you say it would be most unfortunate if the province 
of Ontario did not participate. How do you reconcile the two? First of all you 
say we have insufficient study and, secondly, it is unfortunate that the province 
of Ontario would not participate. 


Mr. McKicuHan: Our first conclusion is that we think the people of Canada 
wish to have and probably should have a contributory pension plan, but we 
are somewhat concerned about the timing of its introduction. We are not 
sure whether it should be introduced now, two years hence, or three years 
hence, and we are not sure whether it should be introduced parallel with a 
national health scheme or with further expenditures, or what proportion of 
the gross national product should be devoted to any one of these schemes, and 
in what ratio the available money should be divided. We are suggesting that 
some system of priorities and some system of allocation of funds in general 
terms should be worked out. 


Hon. Mr. Dents: In this paragraph (a) you say we are not ready for that 
plan and, in (b), you say it would be most unfortunate if the province of 
Ontario would not participate. 


Mr. McKicHan: We did not want to convey the attitude that we were not 
ready for it; we are saying we might be ready for it if this study decides this 
in fact is the case; but if this study decided we were ready for it, then we 
believe it would be desirable if the province of Ontario were to participate. 


Hon. Mr. Dents: In paragraph (c) you draw our attention to those who 
are contributing and those who are not contributing. You say there is a dis- 
parity between the level of pension to be received by the contributors under 
the plan when it is in full operation and a person solely dependant on old 
age security. 


Mr. McKICHAN: Yes, sir. 


Hon. Mr. DENIS: We have heard many people here say that this is not a 
welfare piece of legislation. Would you say that this is a kind of welfare piece 
of legislation? 


Mr. McKicHan: It was our feeling that there will not be a clear division 
between the source of the payments under the old age security plan and the 
source of the payments under the Canada pension plan and that inevitably 
there will be strong pressure from the group receiving payments only from 
the old age security plan to have those payments increased. 


Hon. Mr. DENIS: But in paragraph (c) you admit that people who are not 
contributing will receive too much compared to those who are contributors. 

Mr. McKIcHAN: No, sir; this is not our position. 

Hon. Mr. DENIS: You say, a person solely dependant on old age security 
benefits. The old age security is a part of this piece of legislation, because it 
is a flat benefit plus so much if you contribute to the fund. So, would you not 
agree with me that this piece of legislation, so far as the flat benefit is concerned 
and in so far as those who are not pensionable will receive too much, according 
to your conclusions, is a kind of welfare plan in some ways. 


Mr. McKicHan: We are suggesting that the total received by those who 
are in receipt of the full amount of the old age security plus the Canada pension 
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plan probably will be too great in comparison to those who are receiving only 
the old age security payment. 

Hon. Mr. DENIS: Would you agree that this piece of legislation includes 
the old age security; I mean it is combined? 

Mr. McKicuan: Your suggestion is that the two schemes be combined 
into one? 

Hon. Mr. DENIS: Yes. 

Mr. McKIcHAN: This is a suggestion on which the council did not take a 
firm view. I do not feel competent to advance an opinion on it. 

Hon. Mr. Denis: At the end of this paragraph (c) you say that the gap or 
the disparity should be lessened. To what extent? 

Mr. McKIcHAN: This again is a matter of degree. I would hesitate to 
suggest the actual levels at which this should be set. 

Hon. Mr. DENIS: But the matter of degree belongs to you, because you 
tell us it should be narrowed. I do not know to what extent. 


Mr. McKIcHAn: I think it would require to be a matter of judgment and 
I would suggest it be narrowed to a point where it seemed unlikely there 
would be a strong pressure for a future increase in the old age security 
payment. 


Hon. Mr. DENIS: Do you agree that those who are too poor to contribute are 
given too much compared to those who are contributing? 

Mr. McKIcHAN: No, sir this was not our position. 

Hon. Mr. DENIS: No, it is not your position, but it is my question. 

Mr. McKIcHAN: Well— 

Hon. Mr. DENIS: What I want to ask is whether you think this is a piece 
of legislation in which welfare, or social security is provided for poor people. 
Mr. McKIcHAN: We believe in a certain amount of flat rate pension. 

Hon. Mr. DENIS: You agree that there is a certain amount of flat rate in 
this legislation? 

Mr. McKIcHAN: Yes, and we agree with the principle. 

Hon. Mr. DENIS: You agree that those who are not contributing at all 
should receive $75 at the age of 70, without contributing anything? 

Mr. McKiIcHan: Yes, and we endorse that principle. 

Hon. Mr. DENIS: Does the United States plan have the same thing? 

Mr. McKIcHAN: I understand that it is an entirely contributory plan. That 
was my understanding, but I am not sure about it. 

Mr. CASHIN: In answer to Mr. Munro’s question on the average income or 
wage of your employees, you estimated a figure of $70 a week. You are not 
sure whether or not this includes executives or management. 

Mr. McKIcHAN: It is my belief that it does not include management. 

Mr. CASHIN: So we are not really sure of the group it includes, whether or 
not it would include stenographers, for example. 

Mr. MCKICcHAN: Yes, sir. 

Mr. CasHIn: It works out to $3,640 a year, and this is for the industry as a 
whole. You have acknowledged that there is a large number of people in the 
retail industry who earn, let us say, between $2,000 and $4,000 a year? 

Mr. McKICHAN: That is correct. 

Mr. CASHIN: But you do not know how many of this group are now 
covered by pension plans. Did I recall your saying that the private pension 
plans were modest, but you do not know how many of the 800,000 employees 
you refer to are now covered by those private pension plans? 
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Mr. McKicHAN: No, sir. 

Mr. CASHIN: Would you say that the number was lower than one third? 

Mr. McKicuan: I would think this would probably be realistic, sir. 

Mr. CASHIN: Do you find that those in the low income groups who are 
covered by a contributory pension plan like the idea, and that this is something 
these people wanted themselves, and was not something forced on them? 

Mr. McKIcHAN: What is that, please? 


Mr. CASHIN: I refer to those of your employees who are now covered by 
pension plans. You think it was not something forced upon them? 


Mr. McKIcHAn: No, sir. 


Mr. CASHIN: You think this was something they wanted? 
Mr. McKIcHAN: Yes, sir. 


Mr. CASHIN: Do you feel that the majority of employees earning between 
$2,000 and $4,000 a year would want to be in a contributory pension plan? 


Mr. McKicHaAn: I would consider that they would, yes, sir. 


Mr. CASHIN: I am asking you these questions because I may ask the same 
questions of another gentleman, who has a different view of these things, when 
he comes before us. So I appreciate the answers. Does your council agree that 
the Canada pension plan will in the long run benefit the retail trade by extend- 
ing the propensity to consume among a large element of the population? 


Mr. McKicHaAn: That is quite a difficult and involved question. One has 
to weigh the possible inflationary effects that increased spending power would 
probably bring about. But I think the general consensus of our members is 
that eventually the plan will increase sales, and to that extent it will enhance 
the prosperity of the industry, provided, of course, that the costs of the plan 
are not detrimental to the whole national economy. 


Mr. CASHIN: You have made a statement that the best social security is 
to have a healthy economy. 


Mr. McKicHAN: We used words to that effect, yes. 


Mr. CASHIN: Would you agree that an economy or system which cannot 
afford adequate social security is not a good economy or a very healthy or pros- 
perous system? 


Mr. McKIcHANn: This is somewhat like the question of which comes first, 
the chicken or the egg. I certainly think that an economy must be healthy in 
order to support a fairly elaborate social security plan, and I think that a 
fairly elaborate social security plan is probably desired by most of our popula- 
tion if we can afford it. 


Mr. CASHIN: That is all. Thank you. 

Mr. Luoyp: I would like to go back to your quite proper concern about the 
impact of social measures on the economy of Canada. Have you had an oppor- 
tunity to study the report of the finance department economists of the govern- 
ment to this committee? 

Mr. McKicHAn: What is that? 


Mr. Luoyp: Have you had an opportunity to examine an appraisal of the 
implications of this plan economically to Canada as set forth in the proceedings 
of this committee? 

Mr. McCutTcHEon: Yes, sir. 


Mr. Luoyp: Do you disagree with any of the conclusions drawn in any par- 
ticular, or have you and your advisers disagreed in any respect with the con- 
clusions drawn by our advisers in the economic field? 
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Mr. McCutTcHEON: We realize sir that they are of course only estimates, and 
we realize that they were considered in relation to other measures of social 
expenditure which may be adopted in the next two years. Our concern is in 
regard to the cumulative effect of various social schemes. ; 

Mr. Luoypb: So far as the application of this plan is concerned, we do not 
have any legislation before us on other matters at the moment, and we do 
not know what other provinces may do at the moment. But in so far as the 
Canada pension plan is concerned, you do not have any reason to disagree with 
the general conclusions drawn by our economists. 

Mr. McKicHan: That is the point which we bring out in the submission 
regarding the level of the plan in relation to the level of social security 
payments. 

Mr. Luoyp: I was hoping that somebody would say that possibly 25 per 
cent was a cautious approach to a plan. But we have not had anybody come 
before the committee to say it. I think it is a cautious approach, if I may 
offer a comment. You were also expressing concern about our reaching into, 
or about our disagreement with the commitments that we were undertaking 
with respect to the benefits under the Canada pension plan compared with 
those of the United States plan. 

Mr. McKIcHAN: Yes, sir. 

Mr. Luoyp: In your study did you make allowance for the fact that there 
are upper limits for contributions in both Canada and the United States? 

Mr. McKIcHAN: We are aware of that, yes, sir. 

Mr. Luoyp: And you were aware that the figure in the United States at 
the moment is $4,800, and that we heard today that possibly it might go to the 
region of $5,600. 

Mr. McKicuHawn: I do not recall the exact figure. 


Mr. Luoyb: Canada’s proposal is $5,000. So you have to take this upper limit 
of contributions in making comparisons of any over-all figures of disposable 
income in the hands of the residents of both countries. 


Mr. McKIcHANn: I think in respect of that, it is a fact that the American 
wage earner does have a larger disposal of material resources, even allowing 
for the upper limits. 


Mr. Lioyp: I know that you are most anxious to put your views forward 
and are equally anxious to get all the facts straight just as we are, too. It is 
only in the spirit of co-operation that I put forward these proposals. I am not 
criticizing your general concern. Furthermore, do you in your appraisal of this 
plan take into account the refunding of the incidence of the cost of contribu- 
tion with tax provisions? 


Mr. McKIcHAN: We appreciate that this is a factor. 


Mr. Luoyp: May I give you an illustration: Let us assume the proportion 
of the annual payroll of one of your members liable for contributions, bearing © 
in mind the $5,000 limitation per years, and bearing in mind that the payroll 
liable for contributions is $500,000 that the employer’s portion would be at the 
rate of 1.8, and that his immediate cost would be $9,000. 

Now, if he is in the 47 per cent tax bracket, plus the 3 per cent for the 
old age assistance tax, and if he takes his proportion as a tax reduction, then 
he reduces his direct cost from $9,000 to $4,500; and if he happens of course 
to be in a bracket below the profit margin of $35,000, then he reduces his 
tax liability of $4,500 by some $1,800 to approximately $2,700. Were you aware 
of these impacts? 


Mr. McKrcuHan: Yes, sir. 
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Mr. LLoyp: Were you aware of the extent of the refunding of your direct 
liability in the field of tax reduction? 


Mr. McKIcHAN: Yes, sir, but I would add this, that particularly in the 
retail industry one is dealing with something like 160,000 or more small 
employers who are at a very low level of income and consequently of tax. 
So perhaps less in the retail industry than in any other industry is this shift 
going to take place. This is not particularly true of the members of the retail 
council. 

Mr. Luoyp: In the light of the comments I have made, we now come back 
finally to your concerns about having a universal plan, with which I think aay 
agreed earlier when I questioned you. 

Mr. McKIcHAN: Yes. 

Mr. Luoyp: If this kind of plan does not go into effect—and we will sug- 
gest that provinces should revise the idea of legislation compelling all employers 
to have private pension funds in accordance with the conventional practice of 
such funds—then your contributions would be much higher, would they not, 
because you have all of those private pension funds funded? So in effect— 
and this is what I am trying to get over to you—this kind of scheme really 
for the immediate future of the economy, short term, has less impact than 
would the other kind of plan. 


Mr. McKIcHAn: I think the question is answered, sir, by the fact that in 
our submission we do endorse the concept. 

The CHAIRMAN (Mr. Cameron): Mr. Aiken, do you have a question? 

Mr. AIKEN: No, Mr. Chairman. 

The CHAIRMAN: (Mr. Cameron): Mr. Basford? 

Mr. Basrorp: No. 

The CHAIRMAN (Mr. Cameron): Mr. McKichan, Mr. Went, Mr. Hyndman, 
Mr. Freiman, we have appreciated very much your presence here tonight. We 


appreciate the trouble you have gone to in preparing this brief, which will 
form part of the record of the committee. 


We thank you, Mr. McKichan, and those who have answered questions 
for the full and frank expressions of your opinions; they will be of great bene- 
fit to the committee when we have to prepare our report. Thank you very much. 

The committee will meet tomorrow morning at ten o’clock to hear the 
brief of the Canadian Welfare Council, and Senator Fergusson will be in the 
chair. 

Mr. McKicHan: I would like to thank you, Mr. Chairman, and the com- 
mittee for the very courteous hearing you have given us. 
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APPENDIX A7 


REDISTRIBUTION OF PERSONAL INCOME IN CANADA 
(W. M. Anderson) 


(prepared originally for presentation, November 24, 1964 at the Annual 
Meeting of the Canadian Tax Foundation in Montreal, Quebec) 


Submitted for discussion on January 14, 1965 to the Special Joint 
Committee of the Senate and of the House of Commons 
Appointed to Consider and Report upon Bill C-136 An Act to establish a 
comprehensive program of old age pensions and supplementary 
benefits in Canada payable to and in respect of contributors. 


REDISTRIBUTION OF PERSONAL INCOME IN CANADA 


The purpose of this paper is to discuss some of the problems related to the 
system of income transfer payments which operates between the personal and 
government sectors in Canada’s economy. Special stress is laid upon the seg- 
ment of the system designed to provide retirement income, the present and 
proposed methods of financing this part of the system and the level, pattern 
and trends of the retirement income benefit structure. 

As a general premise it is assumed that income security payments by 
government to the individual are negative personal income taxes or, alterna- 
tively, that personal income taxes are negative income security payments. On 
this premise it is the net difference between these two opposite sets of transfers 
which constitutes the system of personal income redistribution and, therefore, 
the level and pattern of personal disposable income as compared with personal 
income before income taxes and income security payments. The general effect 
is one of taking the stream of personal economic income (i.e. earnings and 
investment income) which is divided among individuals according to the 
economic system of the country and re-dividing the stream with substantial 
regard to social adequacy in the resultant net income flows. The result is one 
where lower income groups in the community receive net transfer flows from 
the government which tend to vary inversely with their economic incomes, 
while the government receives net transfer flows from the higher income 
groups which tend to vary directly with their economic incomes. 


Definition of Redistributional Income Transfers 


In defining the transfer flows which affect personal income distribution, 
care must be taken to eliminate those which have other purposes. On the tax 
side the important flows are personal income tax and employee social security 
contributions (e.g. for unemployment insurance). Other direct taxes related 
to consumer expenditure (e.g. motor vehicle licences) or to transfers of wealth 
(e.g. estate and gift taxes) are not regarded as influencing income distribution 
directly. On the benefit side the major income transfers in Canada are Old 
Age Security benefits, Family Allowances, Unemployment Insurance benefits 
and categorical and general assistance payments. Grants to private non-com- 
mercial institutions (and by analogy donations by corporations) are not re- 
garded as income transfers on the score that they are not made to individuals 
as disposable income but operate rather to modify consumer expenditure in a 
similar way to the direct provision of services by government. Payments by 
government in its capacity as an employer are disregarded and, therefore, civil 
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service pension contributions and benefits do not form part of the redistribu- 


> 


tional pattern. By analogy, the same reasoning is extended to veterans 
programs which can be regarded as of the nature of an employer responsibility 
relating to services rendered in the past. This reasoning also operates to exclude 
Workmen’s Compensation, which is financed purely by employers even al- 
though it involves compulsion and government administration. 

It is also highly important to exclude from consideration the systems of 
financial transfers which are fully contractual in form such, for example, as 
government bonds and government annuities. In these cases there are transfers 
to and from government at different points of time which are connected by a 
formal relationship of equivalent value and, therefore, it is permissible to 
net these transfers and to regard them as not part of the process of income 
redistribution. Indeed, this principle can be carried through into situations 
where payments to and from the government form part of a single structure. 
Thus, that portion of a tax which is refundable can be regarded as a contribu- 
tion which is not part of the process of income redistribution. Similarly, that 
portion of a benefit which can be identified as an equivalent value refund of a 
contribution previously made can also be regarded as non-redistributional in 
character. This offsetting characteristic of contributions and equivalent refunds 
merely carries through time the principle of netting at any one time the off- 
setting transfer flows to and from government. 

During the post war years in Canada much of the discussion of income 
redistribution has centred around the provision of adequate retirement income. 
This problem has received active and continuing consideration by various in- 
terested groups in the community, both public and private. Indeed, the pro- 
vision of adequate retirement income has emerged as an increasingly complex 
and massive element in the Canadian scene and, in turn, this problem has 
largely determined the totality of the process of income redistribution in 
Canada. 


Access to Earnings 


As a matter of background it should be observed that our socio-economic 
structure is not such that earned income is the main channel whereby the 
fruits of rising productivity are transferred from the business sector to the 
personal sector of the economy. Neither consumer prices nor investment in- 
comes seem to reflect economic progress in any important degree while wage 
rates have an upward trend equal to that of productivity and price combined. 
In this context current access to labour income has become of decisive im- 
portance in determining whether an individual or family can keep pace with 
the upward movements in standards of living and consumer prices. This 
situation has been accentuated sharply by the rapid emergence of the small 
two-generation family, dependent on money wages, as the dominant social 
unit in an industrialized and urbanized economy. 

From the foregoing it follows that the small minority of individuals and 
families who suffer from lack of adequate access to current earnings have 
incomes which, in general, are considerably less than half of the levels en- 
joyed by members of the labour force and their depedents. This lack of 
earnings gap is fairly uniform across the country and much more important 
than the income differences which exist as between provinces or as between 
urban and rural populations. Furthermore, the gap prevails in spite of the 
massive transfer payment programs which are directed very largely to persons 
and families who lack adequate earnings, and in spite of the widespread use 
of private savings and insurance mechanisms which operate to transfer income 
from working periods to non-working periods. 
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Labour Surplus and Savings Shortage 


In looking at the problem of lack of access to current labour income, two 
other factors emerge. First, we have been faced with a chronic labour surplus 
which can be attributed in considerable measure to the attractiveness of the 
possession of a job. Prospectively, this problem appears to be growing due to 
increasing mechanization and automation. Its solution may require a process of 
reducing the relative supply of labour through making jobs less attractive as 
well as various measures to increase effective labour demand. Second, we 
suffer from a chronic shortage of personal saving to the extent that we must 
rely continually on the importation of external capital. This shortage may be 
attributed to an excessive reliance on means-testing in our social assistance 
programs (which operate to nullify the effect of prior saving), and to the fact 
that adequate savings targets in a progressing community are beyond the 
limits of private savings capacity because of the inability of the savings 
mechanism to provide for the rising standards of living which result from 
gains in productivity. 


Because of our chronic labour surplus and chronic savings shortage, the 
following courses of action seem desirable: 


1. Further encouragement of long term personal saving through 
expansion of the tax shelter now enjoyed by private pension plans 
and registered retirement savings plans and through other measures 
designed to make the savings process more attractive. 


2. Conversion of the means test to an earnings test in connection with 
categorical assistance programs and extension of an earnings test 
to all public transfer payment programs through the range of 
working ages. (Apart from its administrative convenience, an earn- 
ings test has the important merit of avoiding any penalty on saving 
and of making work less attractive. Of course, it would be expected 
that earnings tested transfer payments would rank as income for 
tax purposes so that, in the case of persons with significant unearned 
income, the benefits would bear tax at the applicable marginal 
rates. ) 


3. Major use of taxes on earnings as a method of financing transfer pay- 
ments to non-earners. Obviously such taxes are more efficient for 
the purpose than taxes on investment income or consumption. In 
addition, there is the further point that, to the extent that such 
taxes depress earnings, the possession of a job becomes relatively 
less attractive. 


Earnings Taxes 


In observing the use of taxes on earnings to finance transfer payments to 
non-earners, the question arises as to the division of burden as between em- 
ployer and employee and as to the pattern of tax in relation to earnings. To 
the extent that the taxes are pure, in the sense that they do not give rise to 
tax-related or earnings-related elements in the transfer payment structure, 
it would seem that there is little difference in the effect of taxes falling on the — 
employer or employee, provided that the latter are deductible for income tax 
purposes. However, any elements of progression which are desired in the tax 
pattern are more easily achieved through taxes of employees’ earnings rather 
than through payroll taxes on employers. 

While earnings taxes of a pure type have as yet been used rarely, it should 
be observed that personal income taxation approximates to this position in 
Canada since about 90% of the tax can be traced to the presence of earned 
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income in the income totals. In addition, value added taxes levied on labour 
intensive industries in countries using this form of tax provide an impact 
approximating that of employer payroll taxes. - 


Earnings taxes are commonly used to finance self-supporting transfer pay- 
ment programs where the benefit structure is related to the taxes or to the taxed 
earnings. Where individual taxes and benefits are closely linked in value, the 
system becomes an insurance or savings mechanism and the taxes may properly 
be characterized as compulsory contributions. However, in the common situation 
where the benefit structure is dominated by the principle of social adequacy and 
the close linkage in value between taxes and benefits disappears, the taxes 
tend to lose their contribution attribute and must be placed within the context 
of taxation as a whole. Similarly, the benefit structure must be considered in 
the context of the total system of transfer payments. 


Employee and Employer Earnings Taxes 


At this point a dichotomy arises as between earnings taxes levied on 
employees and employers. The general pattern of personal income taxation 
and transfer payments is such that it is not defensible to finance earnings- 
related benefits by earnings taxes on employees unless high regard is paid to 
individual equity. The reason for this statement is that if the system operates 
to provide the greatest windfalls for the highest earners, it tends to operate 
against the general intent and effect of personal income taxation and transfer 
payments while, if the system provides downward directed windfalls, the 
employee taxes or a major portion of them should form part of the general 
income taxation system. 


Employer payroll taxes, on the other hand, no matter how they are com- 
puted in detail may be regarded as, in effect, a global tax on global payroll. 
The emerging benefit structure, if earnings-related in nature, becomes a deferred 
augmentation of payroll. Since such a mechanism can be operated by a group of 
employers acting voluntarily in concert, it may be assumed that a state system 
of earnings-related benefits financed by employer payroll taxes in the equivalent 
of a compulsory consortium of employers and that the emerging benefit pattern 
can be in similar form to that which might have been developed by employers 
or groups of employers in the absence of compulsion. 


The dichotomy which exists as between earnings taxes on employees and 
employers suggests that there should be separate benefit structures for each type 
of financing. Thus employee taxes might be used to provide individual benefit 
components within the limits of the value of individual contributions, giving 
the process the characteristics of a compulsory savings system. Alternatively, 
and more efficiently, employee taxes could be applied directly to the provision 
of flat benefits unrelated to earnings. On the other hand, employer taxes could 
be used to provide earnings-related benefits, to help raise low benefits to 
minimum levels and to provide for the refunds of employee contributions. It 
should be noted that this approach implies that neither the level nor the pattern 
of earnings taxes on employees and employers need be the same and that 
radically different funding might be used for each type. 


The Retired Population 


Within the general problem of income provision for people who are neither 
earners nor dependents of earners, the situation of retired persons requires 
special consideration. The retired population (about 6% of the total) constitutes 
nearly half of those people who lack adequate access to current labour income. 
In general, retired people have been without current labour income for an 
average of about 10 years and are removed from the mid-point of their working 
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years by an average of about 35 years. Having regard to the long term upward 
movement of earnings per worker and consumer spending per person, this 
means that the consumer spending levels of the community during retirement 
will average about 50% higher than those prevailing at the point of retirement 
and more than 3 times as high as the average levels prevailing through the 
working years. Indeed, it is no exaggeration to say that the average level of 
consumer spending per person during retirement will exceed the average level — 
of earnings per worker during the prior working years. This means that in the 
case of a typical worker with dependent spouse who has enjoyed average 
wages and has raised a normal quota of children, retirement income will have 
to average more than twice the career average wage in order to maintain the 
same relative consumer spending position during retirement as that which 
obtained during the working years. Quite evidently, the break-up of a family 
structure in which children supported retired parents, the lengthening of retire- 
ment periods due to increasing longevity and lower retirement ages and the 
continuing upward movement of personal incomes and consumer spending have 
combined to produce a problem of provision of retirement income which is far 
beyond the capacity of most individuals to solve, either through their own efforts 
or in concert with their employers. Also, quite evidently, massive government 
transfer payment programs are an essential element in the solution of the 
problem of providing adequate retirement income. 

The question of the aggregate magnitude of government transfer payments 
to retired persons (as in the case of other non-earners) is a compartively 
simple one. Surely it is the consensus of opinion in the community that the small 
minority of non-earners should enjoy income levels (including their private 
income resources) which are appropriately commensurate with the income 
levels of the great majority (after making allowance for expenses laid out 
to obtain earnings, the impact of taxes, and savings versus dissavings both in 
intangible form and in the acquisition and use of consumer durables). More 
complex are the problems related to the form and pattern of transfer payment 
programs rather than their magnitude. 


Increasing Income in Retirement 


It appears that the emergence of typically long retirement periods has come 
upon us so rapidly that we have failed to appreciate fully some of the underlying 
implications. In the first place, it is becoming clear that level retirement incomes 
for long retirement periods do not fit in with the changing circumstances of a 
progressing community characterized by rising incomes per worker and spending 
per person. After having been acclimatized for 40 or 50 years to a rising income, 
the retired person with level income stagnates in a progressing community. Not 
only does he lack access to rising living standards, but rising prices operate to — 
depress his own living standard under the constraint of level income. The 
resulting feeling of restraint and frustration is not confined to the retired 
population but is communicated to younger relatives, friends and neighbours and 
breeds a lack of confidence in their own future retirement prospects. 

It seems evident that regular increases in income must be provided for 
retired people. In theory, many people might be able to arrange for these 
increases themselves by the provision of increasing annuities or pensions or by 
saving in the early years of retirement to provide for dissaving later but, even 
in theory, it is difficult to provide in advance for an upward movement whose 
magnitude and incidence is uncertain prior to retirement. In practice, the task 
of providing initial retirement income which approaches adequacy is so massive 
that for most people the provision of level retirement income is the most that 
can be hoped for. Nor can post-retirement pension adjustments by former 
employers be relied upon except in the relatively rare cases of long prior service 
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with a very stable employer. There is little doubt that the great bulk of the 
burden of providing adequate post-retirement increases in income must fall 
upon the public transfer payment programs and this conclusion is borne out by 
the fact that in all progressing industrialized countries with typically long 
retirement periods, public retirement benefits in payment are increased at rela- 
tively short intervals, either by formula or by legislation. 

It seems proper that the cost of adequate post retirement increases should 
be borne very largely by public programs since these adjustments represent 
a continuing sharing in the productivity. gains of the community (plus insula- 
tion against price changes) under conditions where the retired individual has 
been cut off from the normal process of sharing in the community progress 
through earnings. In this light, post retirement increases should be uniform in 
amount for all retired people rather than being related either to current need 
or to current benefits (whether earnings-related or not). In this connection it 
may be observed that, among retired people, there is a tendency as time goes 
on for low incomes to fall (primarily due to dissaving) and for high incomes 
to rise (through saving, equity investment and inheritance). The provision 
of uniform increases thus operates to counteract this tendency of retirement 
incomes to drift apart and in the process tends to minimize the number of 
persons requiring needs tested supplements and to stabilize the size of these 
supplements. At the other extreme, income taxation of benefits makes their 
net effect vary inversely with other income. 


Size of Post-Retirement Increases 


If post-retirement increases are to fulfil the role of keeping the retired 
individual’s total income position compatible with that of the progressing 
community, the size of the increases must approximate to the upward movement 
in consumer spending per person (about $3 per month per year per person 
in recent years) or, in other words, about one third of the upward movement 
in average earnings per worker since the non-agricultural earnings levels 
are about three times consumer spending levels. On the other hand, if the 
average income of all retired persons is to remain compatible with that of the 
community as a whole, this average should be advancing at the rate of about 
$3 per month per person per year. However, the average of private income 
resources of the retired appears to be rising by about $2 per month per person 
per year (due to the relatively rapid influx of newly retired persons with 
higher average incomes since, as pointed out earlier, private resource incomes 
can, at best, be expected to remain level during retirement). It follows that 
the public transfer payment programs for retired people should only be in- 
creasing by an average of about $1 per month per person per year to keep 
average total retirement incomes in consonance with the community as a 
whole. However, this trend in the average should be made consistent with a 
pattern which produces individual increases at the rate of about $3 per month 
per year. 

The dilemma presented by the necessity of providing adequate post-retire- 
ment increases is well illustrated by the record of Canada’s Old Age Security 
program. In slightly less than 12 years, benefits have been increased (in four 
erratic steps) by $35 monthly (i.e. from $40 in January 1952 to $75 in October 
1963). The average benefit change of $3 per month per year has given each 
retired person increases compatible with the upward movement in consumer 
spending but irregular in the incidence of increase. On the other hand, the 
average upward movement in benefit level of about 6% per year, when com- 
bined with a 3% annual growth in number of beneficiaries, has produced a 
9% expansion rate in benefit totals and has necessitated major changes in 
financing structure (two changes in the earmarked tax rates and an expansion 
of the sales tax base effective in January 1965). The present tax structure 
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(including the expanded sales tax base), if in effect during the history of the 
system, would have produced revenues which grew by about 5% a year (i.e. 
sufficient to look after expansion of beneficiary population and to increase 
average benefits by about 2% annually). Furthermore, no tax base of the 
general character now in use can be expected to produce revenue growth at a 
Significantly greater rate than the growth rate of Gross National Product. In 
other words, if the $3 per month per year increases which are necessary for 
the retired individual are to be provided by an upward movement in a universal 
flat benefit level, fiscal stability for the system could only be secured under 
conditions where the current benefit level was about $150 per month rather 
than $75, with earmarked tax rates at about twice the current levels. 

Interestingly, there is a way around the dilemma which has not been 
thoroughly explored. If the retired population were divided into year of birth 
cohorts and if the flat benefit for each cohort approximated to the difference 
between the current consumer spending level and the average private income 
resources of the cohort, the average benefit level for all cohorts would decline 
to the extent that the average private income resource levels of all cohorts 
advanced. Assuming that this latter change is about $2 per month per year 
per person, this would leave room to increase the average level of individual 
benefits by about $3 per month per year (by formula and/or legislation) 
without endangering fiscal stability. Unfortunately, this approach envisages 
a highly complex continuing compilation of private income resource levels by 
cohort with due regard to the problem of inter cohort consistency and cannot 
be regarded as a feasible technique within the near future. 


Benefits Graded by Attained Age 


An alternative approach which produces similar results with greater 
simplicity and certainty consists of a uniform grading of the flat benefits by 
attained age. For example, if the present Old Age Security system provided 
increases of $3 per month per year of age beyond the 75 level at age 70, the 
individual would receive increases in income merely by growing older and 
without reliance on either formula adjustments of benefit or the caprices of 
legislative change. On the other hand, since the average age of all beneficiaries 
is not changing significantly (the present level is between 76 and 77), the 
average benefit for all beneficiaries (i.e. about $94 monthly) would remain 
constant in the absence of legislative change and the system would be fiscally 
stable. 

The case for differentiating benefits by age is strengthened by the fact that 
age is the only benefit criterion which is beyond the control of the individual 
and which changes equally and automatically for all individuals as time goes 
on. Age is now used as a qualifying factor for Old Age Security and other 
programs and as a differentiating factor in Family and Student Allowances. 
Furthermore, benefit increases with age tend to be politically neutral since 
they are prospectively available to all persons. Nevertheless, the size of benefit 
differentiation by age depends for its validity not upon the convenience of 
providing necessary increases in income through such a process, but upon the 
degree to which private income resource levels tend to vary inversely with 
age among retired people. It seems quite evident that this inverse relationship 
should be present. The oldest retired people worked at earlier periods than 
those less old. Therefore, their earnings were at lower levels and, consequently, 
their savings capacities and the private retirement incomes which they were 
able to generate. Any tendency for private retirement incomes to decline after 
retirement would operate to accentuate this situation. In addition, advancing 
age means lessened access to labour income. 

The size of the inverse relationship of income to age in the retired popula- 
tion may now be judged for the first time from age breakdowns for the non- 
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farm population taken from the sample study of incomes conducted in conjunc- 
tion with the 1961 census. From this study it would appear that a benefit grading 
of about $2 per month per year of age could be amply justified for the 
population age 70 and over since there would be no resultant overall tendency 
for average total incomes to increase by attained age at any one time. On the 
other hand, a benefit grading of as much as $3 per month per year of age could 
only be justified on the assumption of sharply higher expenditure levels for 
the very high ages or on the premise that the community wished to provide 
very liberal treatment for the very old in the light of their fewness in number 
and their short expectations of life. 

Benefit grading at the rate of $2 per month per year of age beyond an 
initial level of $75 per month at age 70 would result in a stable average benefit 
level of $88 per month. The financing structure could be expected to support 
further flat increases in all benefit levels of about $1 per month per year, so 
that the necessary post-retirement increases of about $3 per month per year 
per person could be achieved without fiscal strain. Furthermore, the age grading 
of $2 per month would represent the minimum increases in consumer spending 
per person which might be contemplated, while the timing of legislated increases 
could coincide with upward fluctuations in the changes in consumer spending. 
However, since the private income resource levels of newly retired persons have 
a significant upward movement and since transitional adoption of earnings- 
related benefits would accentuate this movement, it appears that initial Old 
Age Security levels may already be too high and should decline rather than 
increase in the near term future. Politically, such a decline can hardly be con- 
templated but, in order to avoid the difficulty of granting redundant legislated 
increases to newly retired people, it would be preferable to contemplate age 
grading at the rate of $3 per month per year of age for most of the retired 
and thereby avoid potential further legislative change for the near term future. 


Benefit Commencement Age 


The design of appropriate age grading also involves a solution of the problem 
of the abrupt transitional point at age 70. The current legislative proposals 
envisage a progressive lowering of the minimum commencement age to 65, with 
a benefit rate reduced according to-age of comencement ($51 monthly commenc- 
ing at age 65) and with benefits payable independent of a means test or earnings 
test. The process is based upon the concept of approximately equal expected 
benefit totals, regardless of commencement (in effect, actuarial adjustment at 
a zero interest rate). Little has been said about the process of adjustment if 
and when the level of Old Age Security is increased, and the emerging future 
situation where benefits may be as much as 32% below normal (merely because 
of earlier commencement) has been given scant attention indeed. 

It seems to have been overlooked that the process of actuarial adjustment 
is a facet of the principle of individual equity which requires equivalence in 
value between individual contributions and indivdual benefits and, therefore, 
equivalence in value between alternative benefit choices. Actuarial adjustment 
lacks validity in the case of individual benefits in excess of the limit which 
individual contributions can purchase. Such benefits must be financed collec- 
tively and their structure depends upon the principle of social adequacy (i.e. the 
benefit pattern must be related suitably to the relative positions of the bene- 
ficiaries in the community at the time of benefit payment). Any attempt to 
alter the pattern of a socially adequate benefit structure through actuarial 
adjustments in the time of payment of benefits interferes directly with the social 
adequacy of the pattern. Furthermore, actuarial adjustment is superfluous in 
cases where the individual can arrange for a corresponding alteration in the 
incidence of income flows from his private resources and where these resources 
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are so meagre that this is not possible, alteration in the incidence of supple- 
mentary needs tested assistance is a more efficient instrument than actuarial 
adjustment of Old Age Security benefits. 


A much more satisfactory downward extension in the Old Age Security 
commencement age could be contemplated under a system where benefits were 
graded by attained age and were subject to an earnings test until age 70. 
As an illustration, suppose that basic Old Age Security benefits consisted of $3 
per month per year of age beyond age 50, thus amounting to $30 at age 60, 
$45 at 65, $60 at 70, $75 at 75, $90 at 80, $120 at 90 and $150 at 100. Prior to 
age 70, benefits would be subject to a suitable earnings test applicable to the 
individual (and to the spouse as well in the case of married couples). Persons 
deferring commencement of benefit to age 70 would continue to be entitled to 
$75 from age 70 to 75 inclusive, with $3 increases commencing at age 76. 
Transitionally, minimum commencement ages might be lowered in stages from 
age 70 (perhaps more rapidly for women) but direct implementation might be 
contemplated for all persons qualified for means tested or needs tested assistance 
since benefit costs would be offset by reductions in other programs. For all 
persons age 70 and over, the increases beyond age 75 would operate to raise 
the average benefit level to about $84 but this level could fall to about $80 
if most people commenced taking benefits below age 70. The resultant system 
would be one where the retired individual received increases in income com- 
patible with the upward movement in consumer spending, where the average 
income of all retired persons moved up at about the same pace because of the 
upward movement in other income sources due to rapid turnover in the retired 
population as a whole and where the fiscal margins emerging from a constant 
average benefit level could be used effectively to finance the impact of down- 
ward extension in initial commencement ages. The combined merit of giving 
the retired individual rising income within the context of a fiscally stable 
transfer payment program should warrant intensive consideration in the discus- 
sion of pension problems and of the allied situations relating to disabled 
persons, widows and orphans. 


Proposed Earnings-Related Pension Plans 


Predominant in recent discussions of pension problems have been the 
several proposed versions of the Canada Pension Plan and the Quebec Pension 
Plan and, in particular, the most recently proposed joint version. Among the 
major criticisms of the proposed structure are the following: 


Discrimination against persons lacking labour income 


1. No benefits are proposed except for contributors or their dependents, 
although it may be presumed that if the plan had been in effect in the past, 
virtually all of today’s non-earners would have been contributors or dependents 
of contributors. Thus the plan excludes all persons who lack access to current 
labour income, either directly or as dependents, and will continue to exclude 
these persons as long as the lack of access to earnings continues. In this sense 
the plan not only discriminates against current non-earners, but may be 
expected to operate to aggravate the chronic labour surplus by making the 
possession of a job more attractive than it now is. 


Upward movement of new benefit awards 
2. During the ten-year transitional period, initial benefit entitlements at 
retirement will move up very sharply, with the result that for many years to 
come there will be a comparatively sharp downward slope by attained age in 
the income levels of retired contributors in the transitional year of birth group 
extending from 1896 to 1911. This problem will continue to exist after transi- 
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tion because the upward movement in initial retirement entitlements will con- 
tinue to exceed the limited post-retirement adjustments contemplated. 


Upward movement of windfall content 


3. Through the transition period the plan contemplates the provision of 
benefits worth many times the contributions, since the latter will have a value 
of not more than about 10% of that of the benefits promised. Furthermore, 
because of the method of relating benefit entitlements to adjusted average 
earnings, there does not appear to be any point, even in the far distant future, 
when the contributions by or on behalf of an individual will have a value 
exceeding about 40% of the value of his benefits. As well as this, the unpaid 
for benefits or windfalls (i.e. the portion of the benefits beyond the level which 
the contributions would purchase) can be expected to continue to increase in 
average absolute size for new retirements in each successive year after transi- 
tion, even although they may be declining as a proportion of the total new 
benefits awarded. Thus the system will always be promising greater future 
windfalls than those which it is currently delivering. 


- Windfalls related to earnings 


4. For persons retiring in any one year, the system proposes to grant the 
_ greatest windfalls to those persons with the highest adjusted average earnings 
records (i.e. the very persons who presumably have had the best opportunity 
to make other provisions for retirement). While it is true that as between per- 
sons with differing adjusted average earnings the additional windfall benefit 
is uniformly 25% of such difference (less the portion purchasable by the 
difference of contributions), a windfall pattern of this character is, as pointed 
out earlier, incompatible with the concept of financing through employee 
contributions (or general taxation, for that matter) and can only be defended 
if it is clearly financed by payroll taxes levied on a consortium of employers 
either by agreed assessment or by compulsion. 


Index adjustment of benefits 


5. The system proposes post-retirement adjustments in relation to the 
movement of the Consumer Price Index (with an upper limit of 2% per year 
cumulatively). Such adjustments would operate to widen differences in benefit 
in the course of time under conditions where the differences in other income 
resources of the beneficiaries were also widening presumably. This situation 
does not seem to make sense (particularly with reference to the windfall 
portion of the benefits) since the system as a whole admittedly purports to 
provide only a portion of retirement income and for many years to come will 
confine its benefits to a minor part of the retired population. 


Index adjustment of earnings 


6. The proposed adjusted average earnings upon which benefits are based 
are calculated by a process which is equivalent to accumulating actual covered 
earnings at the rate of change of the yearly maximum contributory earnings 
(i.e. at the rate of change of the Consumer Price Index, with a 2% per annum 
cumulative limit, during the 10-year transitional period and at the rate of 
change of an average general wage index thereafter). After allowing for the 
prescribed drop-out period, the annual average of the earnings so accumulated 
becomes the amount of adjusted average earnings. Because of the accumulation 
factors involved, greater weight is given to the more remote earnings histories 
so that, after the system has been in operation for a considerable period, the 
adjusted average earnings at retirement will in many cases differ very con- 
siderably from the earnings close to retirement. (In general, it may be estimated 
that ultimately about 70% of the individual’s benefit will be determined by 
earnings during the first half of his contribution period and only about 30% 
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by earnings during the latter half.) If the benefit formula were devoid of 
windfalls, the process would make sense since it is tantamount to a money pur- 
chase formula, with the rate of change of the contributory earnings ceiling 
used in lieu of an interest rate to accumulate contributions. But in a system 
possessing massive earnings-related windfalls, it must surely be the case that 
the windfalls should always be related to the earnings close to retirement. 
Whatever case can be made for earnings-related windfalls in a public pension 
system revolves around the problem of transition at retirement from a recent 
relatively high earnings level to a more modest retirement income level. Wind- 
falls related to more remote earnings histories are completely irrelevant since, 
by definition, they cannot rest upon individiual equity and they can have no 
connection with social adequacy. It should be noted that an earnings-related 
pension formula confined to recent pre-retirement histories (as in fact is 
proposed under the Canada Pension Plan in the short term) does not deal with 
persons who have had little or no earnings in the immediate pre-retirement 
years. However, the problems of these people should be dealt with under 
programs related to the reasons for their inability to work since there is no 
difficult transition at or about normal retirement age caused by loss of access 
to earnings at that time. It should be further noted that in a system of earnings- 
related windfalls determined by the earnings record during years close to 
retirement, adjustment of covered earnings by the proposed method of the 
Canada Pension Plan has less significance but still contains the unfortunate 
bias of depressing the relative importance of the earnings closest to retirement 
and the defect of widening the differences in promised windfalls by reason 
of the effect of the adjustment process. 


Survivorship and Disability Benefits 

7. The ancillary provisions in the Canada Pension Plan relating to disability, 
pre-retirement widowhood and orphaned children all contain flat rate com- 
ponents and, in addition, earnings-related components or limitations. In 
principle, it is difficult to understand the rationale whereby flat rate benefits 
are limited to the dependents of contributors and further restricted in some 
instances by the covered earnings record. Surely it would make more sense to 
universalize these flat rate benefits and to extend them immediately to all 
dependent persons affected by the contingencies of death or disability as de- 
fined, subject to suitable earnings tests applicable in all cases. Once the principle 
of using earnings taxes to finance non-earners’ benefits is accepted, it does 
not make sense to confine flat rate benefits to dependents of earners with a 
contribution record (nor to restrict such benefits by reason of either the period 
or the magnitude of covered earnings). The earnings-related components of 
the proposed disability and pre-retirement widowhood benefits constitute an 
arbitrarily defined insurance structure since they are proportionate to a defined 
level of adjusted average earnings and, in turn, differences in benefit levels 
are proportionate to differences in adjusted average contribution levels, these 
latter differences being ample to provide for the insurance contingencies in- 
volved. Since insurance against the contingencies of death and disability is 
available from many sources and is widely provided for in Canada, and since 
insurance proportionate to earnings presents no problems related to ability to 
pay the required premiums and is not dependent upon the long term accumula- 
tion of savings as in the case of private retirement incomes, the introduction 
of earnings-related benefit components in the case of death and disability, at 
a low level in relation to earnings, seems quite illogical and in addition in- 
volves administrative complexity which is unwarranted under conditions where 
most of the covered persons will have to continue to provide for additional 
coverage through private sources. The question may well be asked as to 
whether earnings-related death and disability benefit components have any 
logical place at all in a general public transfer payment program unless dif- 
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ferences in benefit levels are sufficiently large in relation to differences in 
earnings levels (e.g. the case of Workmen’s Compensation) so that most people 
do not need to provide additional voluntary coverage. However, the magnitude 
of problems where adequate government action is essential for effective solu- 
tions is so great that extremely low priority must be given to government 
action in areas where solutions at the private level are feasible and attainable 
(either voluntarily or possibly in some cases through compulsion). 


Coverage of the self-employed 


8. Both Canada and Quebec Pension Plans propose compulsory coverage 
for the self-employed at the combined employer-employee contribution rate. 
However, the point seems to have been overlooked that most self-employment 
income is a mixture of investment income which is independent of continuing 
activity and earnings which are directly analogous to wages and salaries. Cor- 
respondingly, rental income may contain a significant earned income com- 
ponent for services performed by the owner. It would seem to be much more 
equitable to regard self-employment income as consisting of investment in- 
come up to some appropriate level (e.g. 6% per annum) in relation to the 
net worth of the activity, with only the excess beyond this level defined as 
earnings. Additionally, this aproach should present less administrative difficulty 
in the determination of contributions since comparatively few contributors 
would not be income taxpayers. 


Funding and its implications 

9. The Canada Pension Plan proposes to fund the excess of income over 
outgo and to invest this fund by lending to the provinces at interest. An im- 
mediate question arises as to whether funding is legitimate unless there is a 
prospective future net liability (i.e. an excess in present value of future outgo 
over future income). Under the conditions of a progressing economy with 
rising population and using the open group technique which embraces future 
earners as well as present ones, it would appear that at no time in the future 
will the situation arise when the outflow of paid-for benefits (i.e. that part of 
the individual benefits which could be purchased by contributions made by 
or on behalf of the individual) will amount to more than about 50% of the 
concurrent income at the proposed contribution rates. It follows, of course, 
that any prospective excess of outgo over income is traceable solely to the 
continuing rising pattern of earnings-related retirement income windfalls. 
Apart from the illogical character of a long term pattern of increasing windfall 
promises, the concept of providing for them in advance (and even prior to the 
point where they commence) is not in keeping with any sense of social 
adequacy in a retirement benefit structure and, of course, has no meaning 
from the point of view of individual equity since the windfalls are defined as 
benefits beyond the level which contributions could purchase. It would make 
much more sense to transfer the excess of income over outgo in the Canada 
Pension Plan to the Old Age Security Fund, to reduce correspondingly the 
earmarked taxes (particularly the earmarked portion related to personal in- 
come) and to transfer the tax sources relieved of earmarking to the provinces. 
Such action would avoid the undesirable implication of funding in advance 
for high future windfalls and at the same time would avoid the possible con- 
sequences of the creation of provincial financing sources other than taxation 
and open market borrowing. 


Suggested Government Action 


Against the foregoing background and comment, what kind of constructive 
suggestions emerge in relation to governmental income security programs in 
general and the Canada Pension Plan proposals in particular? Assuming that 
taxes on earnings can become a major revenue source for income maintenance 
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benefits, that adequate post-retirement income increases are essential from the 
combined point of view of equity as between year of birth cohorts and fiscal 
stability and that publicly provided earnings-related pension components are 
necessary (at least in the short run), the following points appear to be highly 
relevant: 


Reform of Old Age Security 

1. Old Age Security should be reformed as rapidly as is feasible to provide 
for appropriate upward benefit movement by attained age (e.g. $3 per month 
per year per person) and to provide for downward extension in initial com- 
mencement ages with the same grading system by attained age and with earn- 
ings tested qualification for current benefit until age 70. 


Separate employee and employer taxes 

2. The tax proposals under the Canada Pension Plan should clearly separate 
the employee and employer taxes (with appropriate sub-division in the case 
of the self-employed) and provide separately for the disposition of each tax 
source (to be referred to later). An implication of this suggestion is that the 
two tax sources need not necessarily be the same in either level or pattern. 


Initial avoidance of formula adjustments 

3. The initial Canada Pension Plan legislation should contain no reference 
to formula adjustment in benefit entitlement or benefits based on either a price 
or a wage index. Apart from the arguments already advanced, it should be 
noted that the proposed adjustments have very mild short term effects but 
most profound long term implications. There will be ample time to study 
whether such adjustments should be provided for once contributions have 
commenced, particularly since it would be more responsible legislation to 
base formula adjustments on the actual operating records of the system rather 
than on statistical indices which by their nature are subject to varying types of 
error in their construction. In the particular case of the proposed $5,000 con- 
tributory ceiling, a fixed level in the initial legislation can have no material 
effect on the growth in contribution income in the early years since currently 
average and modal wages are well under this level. It is true that the ceiling 
will have to rise in the course of time to maintain an appropriate level of 
contribution income but the provision of a legislated formula for this purpose 
should await the generation of actual contribution data for the system in order 
to secure proper design of a formula adjustment. Here again, it may be ex- 
pected that it will be some years before average wages reach the proposed 
ceiling so that there will be ample time to give this problem adequate consid- 
eration, rather than engaging in long-term abdication of legislative respon- 
sibility in the manner which has been proposed. 


Refunds of employee contribution accumulations 

4. A separately identifiable component in the Canada Pension Plan benefit 
structure should be the repayment in equivalent benefit form of the employee’s 
own contributions based upon accumulation of the employee contributions at 
specified rates, and conversion to benefit form by specified factors (in both cases 
within the limits which could be obtained through alternate channels). This 
equivalent value refund of employee contributions should be available within 
specified limits on a lump sum basis at or after death, disability or retirement 
and no other lump sum benefits should be provided by the system. Appropriate 
instalment and annuity options should also be available and these refund 
benefits should not be subject to earnings tests except to defer current pay- 
ments to provide additional benefits of equivalent value at a later time. 
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Earnings credits at age 55 and later only Pea PS 
5. Earnings-related pensions should be specified as 24% of the best ten 
years’ covered earnings in 1966 or later) at or after the attainment of age 55, 
with earliest initial commencement scaled down through a short transition 
period from age 69 to age 65 and with appropriate earnings testing in relation 
to pension payments prior to age 70. It should be noted that through the pro- 
posed transitional period to 1976, this formula has about the same effect as 


the Canada Pension Plan formula of 24% of adjusted covered earnings (the 


absence of the adjustment of covered earnings being approximately offset by 
the refund benefit from employee contributions referred to previously). How- 
ever, in the longer term the concentration of the earnings-related benefit 
formula on the covered earnings record at and after age 55 ensures that the 
benefits will always be suitably related to recent earnings and, therefore, to 
the problems of transition to retirement. In order to mitigate the sharpness of 
the transitional period, it is also suggested that for the transitional years 1966 
to 1975 covered earnings could be credited even although the individual had 
reached age 70 or being below age 70, had commenced pension (in this latter 
case the earnings test might deny current benefits but the earnings would 
augment future entitlement). In addition, it should be permissible for any 
person born in 1910 or earlier to submit authenticated earnings records (prefer- 
ably income tax returns) relating to the years 1965 or earlier but at or after 
the attainment of age 55 and, subject to payment of employer contributions, to 
have such earnings records (up to the $5,000 per year limit) recognized as 
creditable for any or all of the years 1966 to 1975 inclusive. The effect of these 
procedures would be that all persons with earnings records close to or beyond 
retirement would have the opportunity to engage in a transitional build up to 
provide full earnings-related pensions by 1976. By this technique the full 
benefit structure (rather than merely the new pension awards) could be 
regarded as fully mature at the end of the ten-year transition period. 


Implications of earnings credits from age 55 on | 

6. It is important to observe that restricting the earnings-related benefit 
formula to earnings at or after age 55 not only relates the benefits more 
satisfactorily to retirement transition problems but also avoids the pitfalls of 
long-term windfall promises. In addition, the process preempts the field of 
pension credits related to current covered earnings from age 55 on. This 
means that private pension plans would have a very easy integration problem 
(i.e. omit from the private plan current service credits for the best ten years 
of covered earnings at or after age 55). Because of the costly character of 
providing appropriate funded pension credits in these years, such integration 
might very well encourage marked expansion in the private plans. However, 
they would still have responsibilities related to wages and salaries above the 
ceiling and to final average adjustments in relation to prior service. Important 
by-products would be that relief from the high funding costs of the immediate 
pre-retirement years would remove a barrier to the employment of older 
workers and would considerably lengthen the period between input and output 
in the private pension funds, thus making them relatively more efficient 
suppliers of long term capital for investment and, in particular, making equity 
investment more suitable to the funding objectives. 


Post-retirement widow’s benefit 


7. For the reasons cited earlier, the Canada Pension Plan should not 
provide earnings-related components in the benefit structure for disabled per- 
sons or pre-retirement widows. However, with a post-retirement widow’s 
benefit of 60% of the husband’s benefit, it would be logical to extend this 


formula to all widows where the husband had died after attainment of age 
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55 and to provide a widow’s benefit of 14 of the husband’s best ten years of 
covered earnings at or after the attainment of age 55. 


Flat survivorship and disability benefits © 


8. Flat benefits for disabled persons, orphaned dependent children and 
their dependent mothers and widows of advanced age should be provided on 
a universalized basis, regardless of prior contributory history but subject to 
suitable earnings tests (on a family basis where appropriate) and with due 
regard for the necessity of providing for uniform and regular upward movement 
by reference either to attained age or to duration of benefit. 


Roles of employee and employer taxes 


9. In order to distinguish clearly the essentially different roles of employee 
and employer contributions, close consideration should be given to the respec- 
tive ways in which each revenue source is applied to the provision of benefits. 
For example, it would be entirely appropriate for employee contributions to 
be paid into an expanded Old Age Security Fund along with appropriately 
revised earmarked taxes in order to provide for, on a pay-as-you-go basis, 
the various types of flat benefit. On the other hand, the employer contributions 
might be used exclusively for the purpose of providing for earnings-related 
pension windfalls together with the refund benefits related to employee con- 
tributions. Since this benefit structure would not reach maturity for many 
years, it should be operated on a funded basis to the extent necessary to 
stabilize future contribution rates. If this fund is invested through loans to 
the provinces, it is suggested that the loans should be restricted to the purpose 
of financing educational facilities. The reason for such earmarking is two-fold. 
First, the life cycle pattern is such that the combination of educational capital 
expenditures and pension requirements should tend to remain stable in relation 
to total earnings from the long term point of view and, second, in a long term 
public funding system, the necessity of providing for truly productive invest- 
ment, in a real sense (other than merely in financial terms), probably can be 
more closely fulfilled by investment in education than in any other area. 


Summary of Objectives and Action 


This discussion may be summarized by citing the following underlying 
objectives: 


1. A public flat benefit transfer payment structure should be spread 
as broadly as possible among all those people who are neither in the 
labour force nor dependents of members of the labour force, with 
wide-spread use of earnings. tests at the boundary of eligibility. 


2. The benefit structure should ensure that uniform and regular upward 
movement in individual benefits occurs through the passage of time, 
but in a manner which also ensures fiscal stability in the financing 
structure. This upward movement should be defined in the form of 
flat, universal dollar amounts rather than as percentage adjustments 
in benefit components. | 


3. The structure should not use any type of legislated formula adjust- 
ment based on statistical indices and should avoid any type of 
formula adjustment of contributions before the structure has 
generated adequate internal accounting data and also any type 
of formula adjustment of benefits while the structure is immature. 


4. Major reliance should be placed on earnings taxes as a financing © 


base but with a sharp distinction between the role of employee and 
employer taxes. 
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5. Employee taxes should be used directly to finance current flat 
benefits but should also be made refundable in order to distinguish 
them from other direct personal taxes and, therefore, to permit the 
employee contribution pattern and level to be determined inde- 
pendently of other taxes. 


6. Employer taxes should not be identified with individual employees 
and should be pooled for the purpose of financing pension benefits 
relating to covered earnings close to retirement and to provide for 
employee contribution refunds. 


7. Because of the immature character of the benefit structure financed 
by employer earnings taxes, this part of the structure should be 
funded to the degree necessary to stabilize future tax rates and to 
best ensure the long term purposes of this fund, investment should 
be confined to the area of educational facilities. 


Conclusion 


Finally, may it be suggested that Canada should not copy pension patterns 
which may be appropriate in countries with highly socialized economies, in 
countries with low levels of private retirement saving, in countries with rapidly 
rising price and wage levels, in countries with a large and clearly marked 
gulf between the rich and the poor or in countries with marked economic 
differences due to segregation problems. Canada possesses none of these dubious 
qualities and her policies should relate to the central problem of the major 
differences in the level and pattern of income resources which exist as between 
those who have current access to earnings and those who have not. Put in 
somewhat different words, Canada’s problem is one of achieving a compatible 
relationship between a strong desire for social solidarity and an equally strong 
desire for economic freedom coupled with responsibility. Good political action 
entails a process of complementary merger between these desires to the advan- 
tage of both and to the detriment to neither. 


a 
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APPENDIX 8 


SUBMISSION TO THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
OF THE HOUSE OF COMMONS ON CANADA PENSION PLAN 


by the 


Retail Council of Canada 
Toronto 1, Ontario 


January 14th, 1965 


The Honourable Senator Muriel Fergusson, 
Mr. A. J. P. Cameron, M.P., 
Joint Chairmen, 


The Special Joint Committee of the Senate 
and of the House of Commons on Canada Pension Plan, 


Ottawa, Canada. 


Gentlemen, 


1. Retail Council of Canada represents most of Canada’s larger retailers 
and a substantial number of its medium-sized and smaller retail organisations. 
Between them, its members perform some 30% of the retail ‘store’ business in 
Canada. It welcomes this opportunity of presenting its views on Bill C-136 to 
the Committee. Circumstances in relation to the Canada Pension Plan have 
been changing with considerable frequency. It is possible that certain of the 
remarks contained in this submission will have become outdated by the time 
it is considered by the Committee. It is however necessary for us to attempt to 
crystallize our position at some particular point of time. If material changes 
in circumstances occur, the Council hopes it will be afforded the opportunity 
of making a supplementary submission to the Committee. 


2. The industry in which our members are engaged is particularly sensitive 
to changes in legislation affecting employee working conditions because of 
its labour intensive nature. Some 800,000 persons in Canada are directly en- 
gaged in the trade on a regular basis. At peak periods the labour force ex- 
pands to over 1,000,000 persons. 


3. The Council is in favour of the concept of a contributory uniform 
pension plan, providing benefits to retired persons, widows and dependents 
and disabled persons. The Council believes that a majority of the citizens 
of this country hold similar views. The Council does, however, have con- 
siderable reservations regarding the present form of the plan and the timing 
of its introduction. 


Priority of the Plan 

4. Since the intention of the government to introduce the Canada Pension 
Plan was made known, the report of the Royal Commission on Health Services 
recommending the introduction of a national comprehensive health plan has 
been published and there have been indications that the pressures for spending 
on education and other social services will increase. At the same time, the 
Federal and Provincial Governments have decided to review the division of 
their respective sources of tax revenue. Implicit in this latter proposal is the 
suggestion that Provincial tax sources will be expanded at the expense 
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of Federal sources. In the light of these developments, there would seem 
to be considerable merit in the suggestions which have been made ad-_ a 
vocating the delineation of priorities in the social expenditure field. It seems — 
appropriate that this delineation be a co-operative venture between ies oa 
Federal and Provincial Governments. It is the Council’s recommendation that 
however desirable the early introduction of a comprehensive contributory 
pension plan may be, its commencement should wait upon this determination of 


priorities and a close review of whether the national economy can afford a ~ 


plan of this magnitude at this time. 


The Financing of the Plan 

5. The recently published actuarial report indicates that contribution rates 
at the levels contemplated will ensure the establishment of a fund having a 
value of some $5 billion by 1975 and which will reach a peak considerably 
above that level in the early 1980’s. (This estimate assumes participation by 
the Province of Ontario.) By 1985, the Plan will require to be collecting 
contributions at the rate of between 4% and 4.8% of earnings to remain on a 
“pay-as-you-go” basis. Increased contributions would be required if the fund 
is to be used to produce further monies for provincial investment. 


6. As originally conceived, the Plan was to have a fund of only modest | 
proportions. An amendment to the original Plan had the effect of substantially 
increasing the size of the fund. 


7. The Council assumes that the decision of the Province of Quebec to 
operate its own Plan is final and the Council does not propose to argue the 
merits of that decision. The Ontario Government has recently indicated that 
it is considering withdrawing from the Federal scheme and establishing its 
own Plan (presumably with reciprocity provisions similar to those agreed 
with the Province of Quebec.) It appears that at least one of the motives 
influencing the Province of Ontario to contemplate such a decision is the fact 
that it is not to have direct control over the capital of its share of the fund 
and the conduct of the Plan as a whole in the future. 


8. The Council had not intended to reopen the question of the respective 
virtues of a fund of modest proportions and a fund of the very considerable 
dimensions proposed under the present legislation. It appeared that establish- 
ment of a sizeable fund was the price of provincial co-operation. However, 
if the Council’s assumptions regarding the attitude of the Province of Ontario 
are correct, then this subject may very well be worth reopening. 
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9. In the view of the Council, it would be most regrettable if there were 
to be three, or if Ontario’s example were followed by any of the other provinces, 
an even larger number of separate Government pension schemes being operated 
in Canada. Apart from the increased administrative costs of the schemes them- 
selves, a substantially increased administrative cost burden would be placed on 
inter-provincial employers. Again, although arrangements for reciprocity in 
coverage for employees moving from one province to another would no doubt be 
achieved, it seems quite likely that with the passage of time, regional considera- 
tions might induce one or more governments to alter contribution rates or 
benefits or both. In this event, the encouragement to labour mobility which the 
original concept of the Federal and the Quebec Plans appeared to promise, would | 
be lost. 4 


10. For these reasons, the Council believes that every effort should be made 
to so amend the design of the Federal Plan that participation in it becomes — 
acceptable to the Province of Ontario. If, as the Council believes, the present — 
hesitation of the Province of Ontario in participating in the Federal Plan is — 
induced by fears that it will have only partial control over the substantial part — 
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of the accumulated contributions in the fund which originated in Ontario, the 


most readily apparent way of allaying these fears would be to revert to the 


concept of a minimally funded plan. 


*». ine 


11. It has recently been suggested by the responsible Minister, the Honour- 


able Judy LaMarsh, M.P., that negotiations be opened between Canada and the 


United States for the purpose of achieving reciprocity in the pension/social 
security coverage of the two countries. If reciprocity can be contemplated be- 
tween two schemes of such divergent construction as those of the United States 
and Canada, achievement of reciprocity between a minimally funded Federal 
Plan and an extensively funded Quebec Plan would seem to be well within 
contemplation. 


12. If, however, it is decided that the Federal Plan should proceed with or 
without Ontario Government support on the present basis of funding, the Council 
believes that every effort should be made to ensure that the existence of the 
fund does not induce extravagance in the establishment of benefit rates in the 
future. A well-known Canadian economist stated recently: 


“There is of course always the risk that a fund of considerable size will 
be a standing temptation to raise benefits beyond what current con- 
tributors would be willing to pay if they knew the long-run cost. The 
need to educate the public on the financing of the programme is very 
great and this will be a never-ending task, always worth doing well.” 


(“An Economist’s view of the Canada 
Pension Plan” by Dr. Robert M. Clark, 
published in ‘Symposium of Views on 
the Canada Pension Plan’”’, CCH Cana- 
dian Limited, at Page 39.) 


The Council endorses Dr. Clark’s sentiments. 


13. If a substantially funded plan is in fact introduced, the Council does not 
quarrel with the decision to make a proportion of the reserves available for 
investment by the participating Provinces. It simply is anxious that the integrity 
of the Plan as it presently is contemplated be maintained. In making this ob- 
servation, the Council is mindful of the recent history of the Unemployment 
Insurance Fund. Possibly the fact that amendments to the Plan require agree- 
ment between the Federal and a prescribed proportion of the Provinces gives 
some assurance that future Governments will be constrained to adhere to the 
principles on which the Plan is based. 


The Cost of the Plan 


14. The cost of the Canada Pension Plan and the relationship this cost will 
bear to the gross national product can be projected with some reasonable degree 
of accuracy in the course of the next few years. As the actuarial report has 
revealed, possible changes in the Plan, actuarial uncertainties and uncertainty 
as to the rate of future growth of the economy make any such estimates of 
doubtful validity for the long term. It has been demonstrated that both in the 
immediate and long-term future, the costs involved will be substantial. It is 
clear that, in the view of the Federal Government and its economic advisers, 
and presumably in the view of several of the Provincial Governments and their — 
advisers, the nation can afford the present plan. “Afford” in this context is used 
in the sense that increases in cost of doing business and the reflection of these 
costs in prices will not prejudice our foreign trade position, nor, domestically, 
materially affect the standard of living of those who will not benefit from the 
Plan and who at present have limited income or do not enjoy income derived 
from labour. 
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15. A comparison of particular significance is that between the level of 
benefits now proposed in Canada and those available in the United States under 
that country’s Social Security Programme. The maximum combined Pension 
Plan and Old Age Security monthly provision for a married couple aged over 
70 contemplated under existing legislation in Canada is $254.00. The similar 
provision in the United States amounts to $190.00. These figures must be con- 
sidered in the light of the fact that in recent years, the average of Canadian 
personal income has been 70% of the equivalent American figure. 


16. Also relevant to the consideration of the proposed level of pensions 
is the comparison which will inevitably be drawn between the Old Age 
Security payments received by, on the one hand: 


(a) Persons now in retirement, 
(b) Those who will retire prior to the introduction of the Plan, 


(c) Those who retire in the early years of its operation, and on the 
other: 


The payments to be received by those who retire when the Plan is matured. 
It would seem realistic to assume that strong pressures will be felt from those 
retired persons who will not benefit from the Plan or who will benefit only to 
a limited degree, to bring their income closer to that enjoyed by those who 
are full beneficiaries under it. The recently announced amendments to the 
basis of paying Old Age Security while ensuring that the gap between the two 
classes of retired persons will not widen further, will not diminish this gap. 
There would seem to be merit in adjusting benefit levels so that disparities 
become less pronounced. 


17. The Council approves of the principles embodied in the legislation: 


(a) that periodic reports on the anticipated revenues and expenditures 
of the Plan will be made by actuaries and studied by an advisory 
committee, and 


(b) that special actuarial reports must be made to estimate the long- 
term costs of any proposals to change the benefits or other major 
features of the Plan. 


18. Because the Canada Pension Plan and the Old Age Security Plan will 
be separately financed, it will be difficult for the average citizen to appreciate 
the actual costs of the combined programmes. It is considered that it would 
be desirable for Canadians to be able to arrive at this figure because now, and 
in the future, they will be expected to make intelligent decisions between the 
desirability of spending in the pension area and spending in other fields or 
indeed in obtaining relief from some part of the taxation burden. The Council 
recommends that a means be devised of quoting the actual total combined 
costs of the two plans to the public. 


Coverage 

19. The Council endorses the principle that coverage be extended to persons 
in all types of employment where it is administratively practicable to collect 
contributions. The Council notes that part-time and occasional employees are 
to be covered by the Plan provided their age level and annual earnings bring 
them within the eligible class. 


20. The retail industry in one of the largest employers of occasional labour. 
A large proportion of such employees are married women who look primarily 
to their spouse to provide for them at the termination of their working life 
and often are more interested in present income than future security. Other 


categories of temporary employees and those who frequently change their 
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place of employment, might also prefer to contract out of the Plan if this option 
were available. The Council believes, however, that whatever the wishes of 
individuals in such groups, participation should be obligatory for all such em- 
ployees whose earnings bring them within the scope of the Plan. It seems 
probable that the transient or unskilled person who can least afford to provide 
for his old age, is precisely the type of person who would be most likely to 
opt out of the Plan if this opportunity were available. Purely voluntary 
participation would also give administrative problems and presumably detract 
from the economies of scale which the Plan promises. 


Employers’ Part in Operation of Plan 


21. In the past, various of the social security measures which have been 
introduced by governments have placed a considerable burden of unre- 
munerated clerical work on employers. It is hoped that, when consideration 
is being given to the mechanics of operation of the Plan, full consultation will 
take place between the Government and employer groups with a view to 
devising precedures which place a minimal burden on employers. Possibly it 
would be of assistance if a Department-Trade Committee were established to 
review the details of reporting procedures and coverage, etc. Representatives 
of the Council would be happy to make themselves available for the purposes 
of consultation. 


22. While detailed regulations for the handling of reporting procedures are 
not yet available, and indeed may not yet have been framed, the wording of the 
relevant sections of the Bill itself causes concern that employers may be involved 
in considerable administrative difficulties. The following problems immediately 
present themselves: 


(a) It seems that while overpayments by employees can be refunded to 
them, no means of refunding the matching overpayments of em- 
ployers is provided for; 


(b) Employers will have considerable difficulty in ascertaining the cor- 
rect amount of contribution to be made by each of their employees. 
Difficulty will also be experienced in determining which employees 
are obliged to contribute (because of the basic exemption provisions 
and the minimum age requirements). These problems will be partic- 
ularly acute in the retail industry where the percentage of part-time 
workers is high and where there is a very high turnover in the labour 
force. 


(c) Varying periods of employee payment may cause difficulties, partic- 
ularly where employees change employers. 


For these reasons, the Council believes that there would be merit in establishing 
a system of contribution payment similar to that used for collection of income 
tax. In other words, estimated contributions (calculated as accurately as circum- 
stances would allow) would be made on behalf of employees with matching 
contributions being remitted by employers, but final determination of an 
employer’s liability would be deferred until after the year end. The final con- 
tribution determination might conveniently be combined with the employee’s 
personal income tax liability determination when ‘T.4’ slips were available. 
Appropriate assessments on refunds could then be made to both employers and 
employees. 


Integration of Existing Plans 

23. The Council believes that employers may experience particular diffi- 
culties in attempting to integrate existing pension plans with the Canada 
- Pension Plan, where the terms of the plan emerged as a result of the collective 
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bargaining process between employer and employees. The Council is appre- 
hensive that sections of organised labour may be reluctant to agree to any 
alteration of existing pension schemes which would involve a reduction of — 
future employer contributions despite the fact that the reductions in future _ 
contributions and benefits were to be compensated for by the benefits provided _ 
by the Canada Pension Plan. In situations where a union adopted an inflexible 
attitude, the Canada Pension Plan would simply become an additional and 
expensive fringe benefit for which there could be no social justification. The 
Council believes that while it may not be possible to frame legislation which 
would prevent the unnecessary duplication of pension benefits, the widest pos- 
sible publicity should be given to the Government’s desire to see labour in the 
industries within Federal jurisdiction act responsibly in this context. The 
Federal Government might also consider discussing with Provincial Govern- 
ments the wisdom of their following similar courses. 


Federal/Provincial Liaison 

24. The Council noted with approval the recent decision of the Provincial 
Governments to seek uniformity in their legislation dealing with the regulation 
of existing plans. It seems apparent that if in the future a jungle of conflicting — 
Federal and Provincial legislation is to be avoided, continuing co-operation in 
the pension field must take place. This Council, representing as it does many 
inter-provincial companies, certainly endorses this concept. 


Summary of Conclusions 

25. (a) The Council approves the general concept of a uniform contributory 
Pension Plan, but it queries whether sufficient study as to the ability of the 
national economy to support this and other desirable social welfare projects 
which have been proposed has been undertaken. 


; 
| 

(b) The Council believes that it would be most unfortunate if the Province 
of Ontario were to withdraw from the Canada Pension Plan. The Council would ~— 
favour a substantial reduction in the size of the fund contemplated under the — 
Plan because this action would seem likely to encourage the participation of 
the Province of Ontario in the Canada Pension Plan. ; 


(c) Attention is drawn to the disparity which will exist between the level — 
of pension to be received by contributors under the Plan when it is in full 
operation and a person solely dependent on Old Age Security benefits. A com- | 
parison is also made between the benefits to be enjoyed by contributors to the 
Plan and contributors to the United States Social Security Programme. The ‘ 
Council proposes that the gap between the benefits available to beneficiaries 
under the Plan and recipients of Old Age Security be narrowed. 


(d) The Council suggests that to facilitate clerical procedures and to reduce 
the burden on employers close Government-Trade consultation take place and 
a system of reporting be adopted similar to that in use for employees’ income tax. j 


(e) The Council recommends that both Federal and Provincial Govern- 
ments use their best endeavours to ensure that the employers are not prevented 
from integrating the Canada Pension Plan with existing pension arrangements 
because of pressures from organised labour. 


All of which is respectfully submitted, 


RETAIL COUNCIL OF CANADA 
A. J. McKichan, 
General Manager. 


Ottawa, Canada 
January 14, 1965 


(Meetings held during adjournment of the House) 


MINUTES OF PROCEEDINGS 


FRIDAY, January 15, 1965 
(27) 


The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan met at 10:09 o’clock a.m. this day. The Joint 
Chairman of the Senate section, Senator Fergusson, presided. 


Members present: 


Representing the Senate: Honourable Senators Boucher, Fergusson, Le- 
francois, Smith (Kamloops), Smith (Queens-Shelburne), Stambaugh—6. 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
Basford, Cameron (High Park), Cantelon, Cashin, Chatterton, Cété (Longueuil), 
Francis, Gray, Gundlock, Howe (Wellington-Huron), Knowles, Laverdieére, 
Leboe, Lloyd, Monteith, Morison, Munro, Prittie—20. 


In attendance: Mr. J. E. E. Osborne, Technical Adviser to this Committee, 
and from the Canadian Welfare Council, Miss Marian Murphy, Secretary of 
the Committee on Aging, and Messrs. B. M. Alexandor, Q.C., President; Eric 
Hardy, of Eric Hardy Consulting Limited, of Toronto, Chairman, special Can- 
ada Pension Plan Committee of the Canadian Welfare Council; Horace S. Ra- 
cine, M.L.A. for Ottawa East, Canadian Welfare Council Board of Governors; 
Reuben C. Baetz, Executive Director; Brian J. Iverson, Executive Secretary, 
Public Welfare Division of the Canadian Welfare Council and Secretary to the 
special Canada Pension Plan Committee; Dr. R. E. G. Davis, former Executive 
Director. 


The Joint Chairman introduced Mr. B. M. Alexandor, Q.C., who, in turn, 
introduced the members of his delegation. 


Mr. Alexandor read a prepared statement and Mr. Hardy presented a 
summary of the brief submitted previously for distribution. The witnesses 
were questioned thereon. 


On motion of Mr. Munro, seconded by Mr. Francis, 

Resolved,—That the brief, previously submitted by the Canadian Wel- 
fare Council, be printed as an appendix to this day’s Minutes of Proceedings 
and Evidence. (See Appendix AQ). 


The examination of the witnesses being completed, the Joint Chairman 
thanked them. 


On motion of Mr. Munro, seconded by Mr. Knowles and agreed unani- 


mously, 
Resolved,—That a vote of thanks be extended to the delegation of the 


Canadian Welfare Council for its contribution. 


At 12:45 o’clock p.m. the Committee adjourned until 2:30 o'clock p.m. 
this day. 
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AFTERNOON SITTING | 
(28) 

The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan reconvened at 2:38 o’clock p.m. this day. The 
Joint Chairman of the House of Commons section, Mr. Cameron (High Park), 
presided. 


Members present: 


Representing the Senate: Honourable Senators Boucher, Denis, Fergusson, 
Lefrancois, Smith (Kamloops), Smith (Queens-Shelburne), Stambaugh—’7. 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
Basford, Cameron (High Park), Cantelon, Cashin, Chatterton, Coté (Longueuil), 
Francis, Gray, Knowles, Laverdiére, Leboe, Lloyd, Monteith, Morison, Munro, 
Prittie—18. 

In attendance: From The Congress of Canadian Women, Mesdames: Helen 
Weir, National President; Violet Dewhurst, National Secretary; Alice Magis, 
from the National Executive; Gertrude Lakso, representing the Finnish Women; 
Mary Prokop, representing the Association of the United Ukranian Canadians; 
Blanche Gélinas, representing, as Chairman, La ligue des femmes canadiennes 
and from the Senior Women’s Committee for Pension Increase, Mesdames: 
Ethel Neilson, Chairman; Margaret Bradly, Secretary Treasurer; Ilda Murray, 
member and Messrs. G. N. Watson, F.S.A., Robert J. Myers, Chief Actuary, 
Social Security Administration of U.S.A. 


Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com- 
mittee. 


The Joint Chairman introduced Mrs. Helen Weir who, in turn, introduced 
the members of her delegation. The witness then read a prepared statement 
and was questioned thereon. 


On motion of Mr. Chatterton, seconded by Mr. Monteith, 
Resolved,—That both the brief previously submitted for distribution, by 
The Congress of Canadian Women and a Statutory Declaration of Mrs. Violet 
Dewhurst, be printed as appendices to this day’s Minutes of Proceedings and 
Evidence. 
(a) Brief submitted by The Congress of Canadian Women, (See Appen- 
dix A10). 
(b) Statutory declaration of Mrs. Violet Dewhurst, (See Appendix A11). 


The examination of the witness being completed, the Joint Chairman 
thanked the delegation and Mrs. Weir who retired. 

Then Miss Ethel Neilson, Chairman of Senior Women’s Committee for 
Pension Increase, spokesman of her delegation, was called. She read a pre- 
pared statement and was questioned thereon. 

The Committee agreed unanimously that the brief previously submitted 
by the Senior Women’s Committee for Pension Increase be printed as an Ap- 
pendix to this day’s Minutes of Proceedings and Evidence, (See Appendix Al2). 

Having completed her evidence, Miss Neilson and her delegation were 
thanked by the Joint Chairman and they retired. 


Finally, Mr. W. M. Anderson, F.S.A. was recalled and questioned thereon. 

His examination being completed, Mr. Anderson was thanked by the Joint 
Chairman and he retired. 

At 5:15 o’clock p.m. the Committee adjourned, until 10:00 o’clock a.m. 
on Monday, January 18, 1965. 


Maxime Guitard, 
Clerk of the Committee. 
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EVIDENCE 


FRIDAY, January 15, 1965 


The CHAIRMAN (Hon. Mrs. Fergusson): Mrs. Rideout and gentlemen, we 
have a quorum. 


As you know, we have the representatives from the Canadian Welfare 
Council before us this morning, and their brief will be presented. The brief, 
of course, has been circulated to all of you. 


I do not suppose the Canadian Welfare Council needs much introduction 
to a group like this. But, I would like to say that they are a voluntary associa- 
tion made up of members not only of private and public agencies but of 
church and citizenship groups, business organizations and labour organizations 
which are affiliated with them. These are mostly people who are interested 
in social welfare in Canada. 


Mr. Alexandor, the president, is going to present the brief. I would like 
to tell you that Mr. Alexandor is an outstanding member of the Ontario 
and Quebec bars. He has been made a Queen’s counsel in both provinces. 
In addition to this, Mr. Alexandor has been very active in local and national 
organizations which have charitable or cultural objectives. 

I will ask Mr. Alexandor to introduce the rest of the members of his 
group. I am sure, Mr. Alexandor, that you do understand how this com- 
mittee usually operates. We have read the brief and at this time we would 
like you to give a summary of it rather than read it. You can bring out the 
highlights in your brief. Then we would ask that you permit yourself to be 
questioned by the members of this committee. Perhaps you will introduce 
the remainder of your group at this time, Mr. Alexandor. 

Mr. B. M. ALEXANDOR, Q.C., (President of the Canadian Welfare Council): 
Thank you very much, Senator Fergusson. Ladies and gentlemen, for con- 
venience I think I will introduce these gentlemen in the order in which 
they appear. On my immediate right is Mr. Eric Hardy, a member of our 
Board of Governors. Mr. Hardy is from Toronto. He was chairman of the 
special committee of the Canadian Welfare Council set up to study Bi% 
No. C-136. Next to Mr. Hardy is Mr. Brian J. Iverson, executive secreta: 7 
of the public welfare division of the Canadian Welfare Council. Then follows 
Mr. Ruben C. Baetz, the executive director of the Canadian Welfare Council, 
and then at the corner, Mr. Horace S. Racine, member of the board of gover- 
nors of the Canada Welfare Council, a member of the executive committee, 
and a member of the legislature of the province of Ontario. 

Mr. KNowtes: Madam Chairman, I wonder if Mr. Alexandor could give 
us the names of those in the bleachers. 

Mr. ALEXANDOR: Mr. Dahl, information officer of the Canadian Welfare 
Council; Dr. Hamel, who performs many functions in the Canadian Welfare 
Council; Mr. Gamble, director of administration; Miss Murphy, who also 
performs various functions on the staff, and Miss Godfrey, a member of the 
Special Project Branch. Sitting behind Miss Godfrey is Mr. Davis, who for 
17 years was executive director of the Canadian Welfare Council. Mr. 
Davis is here as a private citizen, and we do not know whether or not he 
supports us now. 
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Madam Chairman and Mr. co-chairman, ladies and gentlemen; 
The Canadian Welfare Council is gratified to have received an invi- 


tation to present its views on the Canada pension plan. Our recognition of | 


its fundamental importance has been recorded in the written submission which 
I believe was circulated some days ago to each member of the committee. 

The task which your committee faces is certainly not an enviable one. 
As has been widely acknowledged, Bill No. C-136 is one of the most complex 
pieces of legislation to have appeared in recent years. It requires the most 
careful study not only if one is to understand the inner workings of the 
pension plan but particularly if one is trying to assess the long-term implica- 
tions. As you will have noted from our submission, we believe that it is es- 
sential for the joint parliamentary committee to undertake such an inten- 
sive review in order to ensure that the Canada pension plan fulfils the high 
objectives envisaged for it. 

The submission which you have before you is, I believe, self-contained and 
self-explanatory. I do not intend taking the committee’s time to review it in 
detail although I would like to draw your attention to the council’s basic posi- 
tion, and at the same time highlight certain changes which we have proposed. 
Our position is quite straightforward—we believe that the Canada pension 
plan can become a basic pillar—perhaps the basic pillar—of social security 
in Canada providing a number of modifications are made. In according the 
Canada pension plan this status we are not, of course, losing sight of other 
important programs such as family allowances, unemployment insurance and 
public assistance, as well as the whole area of medical care, all of which 
contribute to the security of individual Canadians and about which the Canadian 
Welfare Council has advanced proposals from time to time. 

The modifications which we see as being necessary if the plan is to fulfil 
its social objectives are also straightforward—the extension of coverage, di- 
rectly or indirectly, to as many Canadians as possible irrespective of their 
present status—and benefit levels which take into account social needs as much 
as equity among contributors. We believe that imaginative planning and mo- 
dern-day techniques of administration make our proposals feasible once the 
necessary policy decisions have been made. 

You will readily see that the specific recommendations we have made 
stem in large measure from the Canadian Welfare Council’s obligation to those 
Canadians who are least likely to be able to provide for themselves and who 
are, therefore, the most likely to fall prey to the hazards of the modern in- 
dustrial state and, for that matter, to even purely personal misfortunes. 

We have noted that within the range of earnings covered by the plan the 
greatest degree of income security is provided for those at the upper end of 
the scale. We believe that the levels:iof benefits which will become available 
must be high enough to guarantee a socially-adequate standard of living for all 
beneficiaries, whether or not they had high or low earnings during their working 
lives. We recognize that to achieve this objective considerable subsidization 
will be necessary which, in turn, may require the use of general tax revenue. 
Our brief points out, however, that general revenue is already supporting the 
various public assistance programs, and that by providing for a greater num- 
ber of Canadians under the Canada pension plan, there will be a reduction in 
the cost of public assistance which, in turn, will reduce the net additional 
cost of the modifications we have suggested. 

Unfortunately, time and resources have not permitted the Canadian Wel- 
fare Council to measure precisely how many Canadians will be excluded from 
the Canada pension plan, although from our knowledge of the public assistance 
caseload and the number of Canadians earning less than $1,000 per year, it 
is clear that a significant portion of the population is affected. As you will 
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see from our submission, we have advanced certain proposals which we believe 
would minimie this undesirazble situation. 

As I have already suggested, Madam Chairman, it is not my intention 
to review the submission in detail. I am sure that committee members will 
have questions they wish to direct to us. I would be remiss, however, if I 
did not draw your attention to a particular recommendation which appears 
in the document. I am referring to the recommendation found in paragraph 
14. page 5, namely; the need for a comprehensive review of social security 
in Canada. As many honourable members ‘will recall, the Canadian Welfare 
has been advancing this recommendation since 1958. We have carefully 
examined developments since then before deciding to urge once again that 
a royal commission or similarly-constituted review body be established to — 
examine all facets of social security in this country. When the Canada pension 
plan is actually in operation, Canada will have most of the basic elements of 
a sound social security program. It is apparent, however, that in order to 
achieve the maximum benefit there will be an even greater need to relate 
the programs one to another—integration, if you will—in order that efficiency 
be ensured, gaps discovered, in short, the whole program rationalized. We do 
not know precisely at this point the form that such integration should take. 
In some cases, no doubt, new approaches through legislation wil be called 
for: for example, a federal public assistance act replacing the four pieces 
of federal legislation which now exist in this area. The four statutes are the 
Unemployment Assistance Act, the Old Age Assistance Act, the Blind Persons 
Allowance Act and the Disabled Persons Allowance Act. 

In other cases, administrative agreements between the federal and provin- 
cial government may be required. We must not lose sight of the coordination 
needed between public and voluntary efforts, nor, indeed, between the field 
of welfare as we know it and other activities directed to social betterment: 
health, education and labour, for example. We are convinced that in a ra- 
pidly-changing society these questions are as vital as they are complex, and 
can only be studied appropriately by a review body which can command and 
enjoy the cooperation of all responsible governments and organizations. You 
will realize therefore, Madam Chairman, that far from apologizing for ad- 
vancing this recommendation for a study again at this time, we are putting it 
forward in the strongest possible terms. 

Finally, Madam Chairman, in saying again how pleased we are to be 
meeting you, I do want to emphasize that the views we have attempted to 
express in our submission, and the proposals and recommendations that have 
been made, have arisen from our desire that the Canada pension plan be made 
an even more effective social security program for an even larger number of 
Canadian citizens. 

Mr. Hardy will be prepared to summarize briefly the proposals we make 
in our submission and after that representatives of the council will be quite 
prepared to answer, correctly, I hope, any questions you may have. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you, Mr. Alexandor. Would 
you proceed, Mr. Hardy. 

Mr. Eric Harpy (Chairman, Special Canada Pension Plan Committee of 
the Canadian Welfare Council): Senator Fergusson, ladies and gentlemen. We 
have not prepared a written summary of this submission, believing that the 
submission has some points of merit which are scattered through it. We hope 
that you have read the brief completely. 

Madam Chairman, I would like to say one word before I start on the main 
content of the brief. It must be apparent to you that it is difficult for an 
organization like the Canadian Welfare Council to put together a brief which 
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contains a number of points of substance inasmuch as the council includes 
representation of such diverse sources on its board and various divisions. 

Now, in a short period of time we got together a committee which con- 
tained spokesmen for the various interests concerned, and in my opinion we 
succeeded in reaching unanimity on a considerable number of important points 
because we shared a common interest in the welfare aspects of this measure, 
and that is emphasized in the brief, as Mr. Alexander has already stated. 

In asking that there be a further review of the whole field of welfare 
after the Canada pension plan has been dealt with, we had in mind that it 
would not be constructive for the Canadian welfare council to be so critical 
of the Canada pension plan as to seem to suggest that it should not be amended 
and brought forward. But, on the other hand, we feel that the Canada pension 
plan picks up one aspect of welfare needs in Canada and leaves still untouched 
in a public sense a number of other welfare matters which, in the view of 
the council, have equally high or higher priority. It is in order that these other 
priority matters may be given prompt consideration that there is this proposal 
in the brief for a subsequent review body. We therefore say, on page 5 of the 
brief, that the council is in general agreement with the main objectives of the 
Canada pension plan as set out in the government white paper. 

Then we go on to deal with a number of features of the plan, and in our 
criticism of the particular features of the plan we do not want you to lose 
sight of our general opinion that the plan has much merit and that we think it 
should go forward. 

We deal with portability, and we say it is perhaps an obvious thing 
that a national plan inevitably involves portability. This is one reason for the 
council taking the position it has on the national plan because by inclusion in 
the plan proper or by the establishment of parallel machinery in particular 
provinces, we think that the kind of portability which the national effort makes 
possible is most important in a society in which we will be living. 

Next we deal with the escalation feature in the plan, and we not only say 
that escalation is a good idea but we like to see the plan go further. When the 
scheme, as it is now laid out, comes into force, you will have an earnings index 
playing a part in the plan and you will have a pensions index which is a 
modification of the consumer price index. It is the contention of the Canadian 
welfare council that the earnings index should be used throughout as the 
escalation feature on the grounds that one is concerned not only with how 
much it costs a family to live, but with our expectations respecting how a 
family will live in society in relation to those in the earnings group. 

We recognize subsidization in the plan as it is drafted, and we think that it is 
necessary and desirable. The council has not really concerned itself very 
greatly and very strongly in its submission with the semifunding method of 
bringing the plan into being other than'in its implications for dispensing welfare 
to the people of Canada; but we do say that here, in the sorting between 
present and future contributors, there is an element of subsidizing, as we see it. 
There may be an element of subsidization if the plan does not continue to be 
self-sustaining from its own revenue sources; there may be then a general 
subsidization from the public revenues. 

We are also aware of two other aspects of subsidization; the subsidization 
involved in the fact that there is a basic earnings exemption, and further that 
there are flat rate payments to orphans and that his constitutes a subsidization 
component, and there is a flat rate component in the graduated benefit to 
widows and disabled persons. 

We are not quarrelling generally with all these elements in the scheme, 
but one thing that has concerned us as a council is the implication of the $5,000 
ceiling. We deal with this further along in the brief. We do not suggest that 
the $5,000 ceiling is inevitably an unsatisfactory feature of the plan, but we 
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think that the plan as it now stands requires some modification of that $5,000 
ceiling so as not to constitute a negative aspect in he whole scheme. 

Nex in the brief the council goes on to deal with gaps in coverage and to 
support the general objective, which I am sure the members of the committee 
will share, that gaps in coverage should be progressively narrowed as one can 
find ways of doing this and that specific and orderly attention should be directed 
to this need. It should not be left to some chance future agency to pick this up, 
but that this should be looked at as one of the responsibilities to be met if the 
Canada pension plan is brought into being. 

In considering this we took a look at those left out of the labour market. 
We say that eventually widows with children will come into a public benefit 
system under the plan, but not immediately, and it will be a long time before 
such families pick up the level of benefits that is envisaged eventually under 
the plan. This is a product of the quasi-funding method of introducing the plan, 
and it means that you can have families which, over a long period of time, will 
have to look to other means of public support, family allowances and the like. 
We wonder if there could not be some effort made to bring these people in 
more quickly than is envisaged in the plan as it is now drafted. 

The council then expressed its concern with the position of low earners, of 
which there are a sizable number, who are below the minimum set for the 
plan. We do not say that you can operate such a contributory scheme without 
minimum earnings levels for admission to the plan, but we wonder if there 
are ways of bringing that minimum lower by perhaps some sharing of the 
contribution to the pension for those in an even lower level of earnings than 
those set out in the plan today. We say this is a matter for further study; 
we do not say that we, in the kind of work our committee has been able to do, 
have the answer. 

The committee was concerned with the $75 flat rate pension. It has been 
aware of the special Senate committee on aging and of the evidence which 
has been brought before this committee indicating, in the opinion of responsible 
people, that $75 a month is not an adequate sole source of income for all people 
in all parts of Canada. There are a couple of ways in which one might go about 
modifying this. One thing which the Canadian welfare council has tried to 
emphasize is a focusing of: attention on the family concept of welfare 
responsibility. 

Perhaps there might be a modification of benefits for married couples from 
the summation of the husband and wife benefits, but in the same way there 
might be a raising of the minimum beyond $75 a month where you have single 
people in high cost of living areas. So again the council thinks this is a matter 
for further study. 

It is not possible for a body like the Canadian Welfare Council to deal 
thoroughly with the question of excepted employment and to rule definitely 
on such a matter. On the face of it, one thing that seemed unfortunate to us 
was the intention to exclude the Canadian armed forces and the R.C.M.P. At 
the provincial and local level the police forces which are not provided by the 
R.C.M.P. would not be given this kind of special treatment. 

We say to ourselves that Canada, as the sponsor of the plan, ought to be 
most specially concerned not to create groups of excepted employment which 
are not absolutely essential, if it wants to avoid the multiplication of excepted 
employment down through the provinces and into other parts of Canada. 

The council is also concerned with something which is of interest to groups 
other than a welfare organization, namely, the proper integration of private 
pension plans with the Canadian pension plans. While this is not a central 
objective of our brief, we thought we ought to mention the point and present 
one example to make clear that we are not differing in our view from others 
who will, I am sure, present this point of view to you. 
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On page 14 we set out an example of the problem of integrating a private 
pension plan with the Canada pension plan. At the bottom of that page we say: 


Many private employers expect their female workers to retire at 
age 60. Unless such people are ready and able to obtain new employment 
elsewhere,— 


And this is, for most, rather a remote possibility if looked at realistically— 


—they are denied the opportunity to make five to ten years’ contributions 
to the Canada pension plan. In the transitional stages of the plan these 
contributions would yield much more than an actuarial return and the 
emloyer will therefore be blamed for the substantial loss in benefit if he 
requires the scheduled separation at age 60 to take place. 


The next section deals with the adequacy of benefits. We acknowledge that 
this subject does not lend itself to easy and thorough analysis. We are con- 
cerned with particular categories of people, as they are affected by it. We are 
concerned with those at the low end of the income scale and whether their 
benefits are adequate. 

We think it is natural that this scheme should not attempt to make the first 
retirement provision for people in high earnings brackets. There is reference to 
a cut-off point in the earnings level covered by the plan. It is the lower end of 
the scale with which we are concerned. We think there ought to be consideration 
given to a greater degree of subsidization into the lower earnings level, but 
not out of the contributory income in support of the plan. 

We draw to your attention a number of such cases—the person who retires 
and has a dependant spouse of younger age in which case the dependant spouse 
would not be eligible for a pension benefit immediately; those who withdraw 
from the labour market before age 70. People do not necessarily make a free 
choice in respect of the time of their withdrawal from the labour market or the 
time at which they feel they must accept the pension plan. 

The council makes a recommendation on page 17 that the full amount of 
the basic old age security payment, currently set at $75 per month, be made 
available to those who retire between ages 65 and 69, and to their dependant 
spouses provided that, on an earnings test basis there is no reduction called for 
in the wage related portion of their pension. So, the $75 payment would be con- 
fined to those who are out of the labour market and whose earnings are limited 
as defined in the Canada pension plan. Not only is this something which becomes 
particularly important in the transition period, but the Canadian Welfare 
Council suggests that it is an alteration which would make sense as a permanent 
feature of the plan after it has become fully operative. 

We also have doubts about this whole concept of rdeucing the amount of 
Old Age Security pension available if you bring the age back downwards from 

70 to 65. 

. Let us look at what we see as a trend of public benefit coverage in the fund; 
we see the age itself being lowered in the future from the age of 70, and we 
think it would be undortunate if by opening up the earlier age at a reduced 
level you slowed down the other process of the bill—the full benefit as an avail- 

- able form of pension benefit at a lower age—if this becomes possible in future 
years. 

Then the council goes on to question the adequacy of benefits for those 
qualifying for the disability pension under the Canada pension plan, and 
similarily for the orphans’ benefits, where it is the belief that there should 
not be a limitation on benefit according to family size. 

Now, earlier I mentioned the $5,000 ceiling, and the fact that the Canadian 
welfare council had some concern about the implications of setting this as 
a limit not only on benefits but on contributions. In our consideration of this 
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subject the suggestion was made that one might like to eliminate the $5,000 
earnings as a limit on contributions but not on benefits. This is not easy to work 
out. What we have in mind as a practical approach to this is to see that there 
are certain elements of equity in the Canada pension plan, if further benefits 
are built in for those who have lower earnings and special dependant require- 
ments, so that a portion of the cost is made from general revenue and hence 
from general taxation. If you identify a portion of your total cost to be financed 
in this manner and if we continue to have a personal income tax with a pro- 
gressive rate structure, in effect you are doing what is wanted here; you are 
putting the additional cost of this on persons with high personal earnings, but 
you do it through their general income taxation rather than in the earmarked 
contribution of the plan itself. 

Then the council goes on to concern itself with the review procedures. At 
the bottom of page 20 we propose that the phrase “the state of the Canada pen- 
sion plan investment fund” be deleted. The reason for proposing this deletion 
is that it seems to the Canadian welfare council that it would convey the wrong 
concept in respect of the composition of the committee if this point is picked 
out and stressed. We think this requirement will and must be made, but ought 
not to be linked with the composition of the committee members. 

In relation to review, it is suggested that more precise provisions be made 
for the presentation of review material by the advisory committee and that a 
more careful wording be incorporated in the legislation with relation to the 
composition of that advisory committee. Then we mention the problem of the 


‘appeals procedure as it applies to the person without resources, without money 


to obtain the best legal help. Perhaps we are getting into the ombudsman here, 
but we think one of the functions of this advisory committee should be to look 
at the appeals procedure in an effort to ensure that there are not hardship cases 
which are not dealt with. 

_ Finally, the council deals with the need for complementary programs— 
public assistance programs of various sorts—and it sets as an objective that 
such complementary programs should endeavour to be complete, adequate, and 
deal with Canadians with dignity, as we believe the Canada pension plan can 
and will do if modified in the directions which our brief proposes. 

I think, Madam Chairman, that this is a sufficient summary to lead into 
the questions. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much, Mr. Hardy. 
The first person who has informed me he wishes to ask questions is Mr. Knowles. 


Mr. KNOWLES: Madam Chairman, I am glad I have this opportunity of © 
expressing, not only on my own behalf but on behalf of all members of the com- 
mittee, our appreciation of this excellent brief which has been presented to 
us by the Canadian welfare council. 

Like you, Madam Chairman, and like other members of the committee, 
I am aware of the processes through which this council has had to go in drafting 
a brief such as this. To those who know this process this brief is made all the 
more significant because of the position it takes. 

My first question relates both to what Mr. Alexandor and Mr. Hardy have 
referred to as the most important point they are making, namely, the request 
that there still be undertaken a thorough review of the whole problem of social 
welfare and social security in Canada along the lines of the statement that your 
council adopted in Montreal on June 2, 1958. 

Am I correct in taking it that you feel very strongly about it and definitely 
want to have it done, but you are not suggesting that the Canada pension 
plan be delayed until that review has taken place? 

Mr. ALEXANDOR: That is correct. We do not say that the committee will 
have time or resources to carry out such an extensive review or survey, as we 
have recommended and continue to recommend. 
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Mr. KNOWLES: For my part I am hoping that we may take advantage of it 
and pass the Canada pension plan in some form, and that it will not act as a 
delay. / 

Mr. Harpy: Within the range of Canadian welfare requirements covered by 
the Canada pension plan we hope you will undertake a thorough review through 
this committee. We do not want this committee simply to hurry through its work 
and then ratify a plan. We think a thorough review is needed to cover the re- 
maining welfare field, and to integrate it with the accomplishments of the 
Canada pension plan when adopted. 

Mr. KNOWLES: I could not agree with you more. Now I would like to ask 
a question about the sentence in your brief which I think is the most important 
one. I may say that I read this brief in bed last night, and it was to me a moment 
of great excitement to find this sentence in paragraph 23, which reads as follows: 


Those in receipt of retirement or supplementary pensions should be 
assured a share of the increasing productivity of this country. 


I was pleased to note that both of you gentlemen laid emphasis on this and 
pointed out that the cost of living index in your view is not a sufficient basis for 
increasing pensions. Mr. Anderson, who has had many years of service on your 
welfare council, took a similar position yesterday. Am I correct in drawing 
attention to this a moment as an important part of your thinking about old age 
security? 

Mr. Harpy: In so far as the committee was concerned, we spent a lot of 
time on this subject and discussed it quite thoroughly. It was very important 
to the committee which produced the brief, and I have no reason to believe 
that the executive committee of the council felt differently when we cleared 
it with them in a session lasting three or four hours. 

Mr. KNOWLES: This takes me back to my final comment which I think is 
very significant, and I hope the committee pays attention to it. I would couple 
with it the views you expressed under the heading of subsidization in paragraphs 
25 and 26, and your support of the principle that there should be a redistribution 
of income. May I ask you about paragraphs 34 and 35 where you refer to the 
question of the adequacy of the $75 a month retirement pension which is 
provided under old age security? Although you do not specify an exact figure 
higher than $75 a month, am I right in interpreting your position as believing 
that there should be an increase in the basic flat rate pension? 

Mr. Harpy: Yes, this was the position of the council. We felt that there 
should be something more than $75, we felt there should be an increase. We 
were afraid that this objective might get lost in the adoption of the Canada 
pension plan which ties the thing to the current $75 a month to start with. 

Mr. KNOWLES: Let me assure you that there are members of this committee 
who will see to it that it does not get lost. I welcome this statement. There 
have been suggestions made before this committee to the effect that there will 
be too wide a gap between this and old age security for those who are on 
both old age security and Canada pension plan benefits. Some even suggested 
that the gap be narrowed by reducing the Canada pension plan benefits. But 
I like your suggestion much better. There are many other sections on which 
I would like to comment but I now defer to other members of the committee 
after confining myself to one more question relating to your proposal in para- 
graph 45 on the effect of the full amount of the old age security which is cur- 


rently $75 a month. I take it that that reference leaves the door open to raising 
it. 


Mr. Harpy: Yes, indeed. 
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Mr. KNOWLES: With respect to making it available to those who retire 
between the ages of 65 and 69, I do not need to say that I welcome this sug- 
gestion, but I would like to be made clear about this point. You seem to be 
saying that you would like $75 a month paid to persons at the age of 65, provided 
that they are getting Canada pension plan benefits at the same time and are not 
suffering any reduction in their Canada pension plan benefits on the basis of the 
earnings test that is in the plan. What I would like to ask you is this: Would you 
not agree that persons who retire at 65 who are out of the labour market but 
who are not geiting anything from the Canada pension plan might also get $75 
at age 65? Would that not come in effect under your definition, even though you 
have not specified it, provided that they meet the earnings test of the Canada 
pension plan? 

Mr. Harpy: I would think that this is our general position, yes; that this 
is the direction in which the legislation ought to move. 


Mr. KNow Les: And you would also include dependant spouses in this case. 
Would that apply to a dependant spouse who might be of a younger age? 


Mr. Harpy: Yes. 


Mr. KNOWLES: These answers are so good that I think I shall pass now, 
Madam Chairman. 


The CHAIRMAN (Hon. Mrs. Fergusson): Before we go on with the ques- 
tioning, for which we have a list of people who wish to speak, let me say that 
I overlooked a suggestion when Mr. Alexandor and Mr. Hardy had concluded 
their presentations, that the brief presented to this committee be made part 
of the minutes today. 


Mr. Munro: I so move. 
Mr. FRANCIS: I second the motion. 


The CHAIRMAN (Mrs. Hon. Fergusson): It has been moved and seconded 
that the Canadian Welfare Council brief be made part of the minutes of today’s 
meeting. Is it agreed? 


Motion agreed to. 


Mr. PRITTIE: Unlike my colleague, Mr. Knowles, my bedtime reading does 
not consist of briefs, especially when I have as much trouble as I had last night 
in trying to get to sleep. But I have one question of the delegation, and before 
I ask it I would like to ask you a question. I was most impressed with the 
section of the brief which dealt with gaps in coverage and the adequacy of 
benefits. Perhaps I should know this, but I am not quite sure of the terms of 
reference of this committee. It seems to me that some of the problems which 
the welfare council has pointed out in earlier delegations cannot be handled 
within the scope of the Canada pension plan, even though some changes are 
made. There are other general welfare measures such as the flat rate old age 
pension to be provided for people at a lower age. Might I ask if this committee 
is competent to make recommendations concerning matters which are not 
covered by the bill before us? 

The CHAIRMAN (Hon. Mrs. Fergusson): I do not think so. Would you like 
to have the terms of reference read? 


Mr. PRITTIE: Perhaps it might be well. 
The CLERK OF THE COMMITTEE: The orders of reference read as follows: 


Monpay, November 16, 1964. 


Resolved,—That a joint committee of the Senate and the House of 
Commons be appointed to consider Bill No. C-136, to establish a com- 
prehensive program of old age pensions and supplementary benefits in 
Canada payable to and in respect of contributors;— 


on we ie wort € te eR ta Saat acta rs “a one ng 


ey ¥ 


986 JOINT COMMITTEE Behe 


Mr. KNOWLES: That is pretty wide. 

Mr. MONTEITH: Is that last part not merely a description of Bill No. C-136 
presumably? 

Mr. Prittig: There is some scope there, Bae I think the fact that these 
things are pointed out in the brief of a national organization is of value here. 


Mr. KNOWLES: May I be permitted to say that in 1950 the committee on old 
age security had terms of reference which seemed to be tied to old age security, 
yet in our report we included a section dealing with other needs to which we 
thought parliament should give consideration. So as a model, we might look to it. 


The CHAIRMAN (Hon. Mrs. Fergusson): I am sure we have already had other 
evidence which did not seem to be within the terms of reference of this com- 
mittee, but we thought that it was of some interest to us. 


Mr. Lioyp: I would like to observe here that I do not see how you can 
possibly comment in any report to the House of Commons in any comprehensive 
fashion without observing other areas of activity in social welfare. I think it is 
in this way that we may get ourselves involved in a proper relationship of the 
Canada pension plan to the other areas of social welfare. Therefore, I think it 
falls within the scope of our examination. We cannot precisely recommend 
what should be done in other areas of effort, but certainly we can comment on 
the relationship of the Canada pension plan to them. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you. 


Mr. Prittie: I suppose this could be a matter of discussion after the delega- 
tions are finished. 

The CHAIRMAN (Hon. Mrs. Fergusson): Yes, this is not the time to discuss it. 

Mr. Prittiz: I am not quite clear about the $5,000 ceiling. You rather 
plainly suggested that perhaps people who earn over $5,000 should make 
greater contributions and thereby derive greater benefit than that which is 
proposed at the present time. 

Mr. Harpy: No, this was not the position of the committee. Perhaps I 
misled you in my opening remarks. 

We considered a number of alternatives in relation to some dissatisfaction 
with the $5,000 ceiling as it now stands and applies to both contributions and 
benefits, and as it relates to a plan which seems to leave some inadequacies and 
gaps in coverage. 

Our thought was that if one identified areas of subsidization to those in 


the low earnings sector or to those with particularly high living costs, one might 


then lift that cost or part of it out of the contributory scheme financing and pay 
for it from general revenues, which would have the effect of putting a substan- 
tial proportion of the burden upon those with high personal incomes; and that 
was our reference. 

Mr. PRITTIE: By means of income tax? 

Mr. Harpy: That is right. 


Mrs. RipEout: Madam Chairman, I would like first of all to say that it 
was very refreshing to hear that the Canada pension plan has merit and should 
go forward. I agree. 

I would like to refer to paragraph 51 in which the council expresses con- 
cern at the level of benefits that may be payable to widows, and I share your 
concern. 

Does the council not support the government’s objective in leaving some 
scope for private insurance companies in private pension plans so they may 
operate, too, and does it believe the Canada pension plan should try to provide 
all the income a survivor or a retired or disabled contributor might need? 
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Mr. BRIAN J. IVERSON (Executive Secretary, Public Welfare Division, Cana- 
dian Welfare Council; Secretary to the Special Committee on the Canada Pen- 
sion Plan): Madam Chairman, perhaps I may attempt to answer this question 
by saying the tenor of the brief in respect to the adequacy of the benefit levels 
reflects the council’s view that the levels provided in all cases—and I believe 
this was referred to by Mr. Hardy—should be adequate to ensure a reasonable 
standard of living. This, I think does not preclude the opportunity for pri- 
vate planning. 


Mrs. RIDEOUT: What is your interpretation of a reasonable standard? 
Mr. IvERSON: Something other than $39 a month. 
Mrs. RipEouT: That is the minimum. 


Mr. IVERSON: We could not see the point, in the committee examining this, 
of introducing an amount that would not enable recipients to live at a reason- 
able level. Therefore we argued that throughout the plan the floor had to be 
adequate to the related portion, and we mentioned this also in respect of the 
$25 a month flat rate payment to orphans. 

In itself, this guaranteed amount, so to speak, does not provide a minimum 
reasonable standard of living, which was the objective of the government as 
set forth in the white paper. We may have interpreted it somewhat differently 
from the plan, particularly at the lower end of the earnings scale. 


Mr. Harpy: It seems to me there is a distortion in suggesting you need to 
get into a contributory scheme where you provide a substantial public pension 
provision opportunity for those earning $5,000 a year and yet you have widows 
with this degree of benefit flowing out of the plan. There is a distortion in pri- 
orities and objectives. 

If you feel you must have a contributory scheme that goes this far in one 
direction, that is taking business away from private pension plans there; yet 
on the other side you can point to these cases where people without an oppor- 
tunity to make their own provision in a private way get such a small amount 
of benefit under the public plan. 


Mrs. RIDEOUT: You are suggesting then, that there should be provision for 
a much higher benefit for a widow. 


Mr. HARDY: We would say higher, certainly, yes. 


Mr. Munro: I would like to reiterate the thoughts of Mr. Knowles and 
say what an excellent brief the Canadian Welfare Council has presented to 
the committee, and I would also like to endorse Mr. Knowles’ position as far 
as discussion of old age security is concerned, because I think if we were ever 
in a position where any discussions pertaining to old age security were not rele- 
vant it would be a very severe stricture indeed on the committee in a proper 
consideration of this bill. I think the old age security provision and the evolu- 
tion of old age security and what it may be in the future, and perhaps what 
it should be in the future, was a prominent consideration in the minds of the 
framers of this particular legislation. So I certainly have no objection to the 
recommendations and consideration by the welfare council of old age security. 

The welfare council, Madam Chairman, as I understand it, has been advis- 
ing the government on welfare needs over the years, and their helpfulness has 
made a great contribution. 

One thing does occur to me as a result of the questions Mr. Knowles asked 
regarding the recommendation of the welfare council that old age security 
benefits should be increased. I understand in answer to Mr. Knowles they 
said they felt that $75 should be available to those between ages 65 and 70. 


Mr. KNOWLES: Those who are retired. 
Mr. Munro: Yes, to those who are retired. 
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I wonder if you can tell me whether the welfare council at any previous 
time has advised the government in this connection. 


Mr. Harpy: Yes, the 1958 statement on social security for Canada took 
that position, and that was placed before the government. 

Mr. Munro: What was old age security at that time, in 1958? It was $46 
and $55. 

Mr. Harpy: In 1955 it was raised to $55. 


Mr. Munro: And then since the old age security was raised from $65 to 
$75 a year ago has the welfare council recommended a further increase to the 
government? 


Mr. Harpy: No, but you must look at the recommendations which are here, 
of course. These are recommendations to the government. 


Mr. Munro: When the pension was at $65 did the welfare council at that 
time indicate to the government that it should be raised above $65 to the current 
level of $75? 


Mr. Harpy: There was no recommendation for an amount above $65 but 
the need for review and upward revision from time to time was recognized. 


Mr. ALEXANDOR: At that time we said in our third recommendation that 
provision should be made for a continuing review and periodic consideration of 
adjustment in the amount of the universal flat rate pension, on the basis of ade- 
quate statistical data, related to such important considerations as minimum needs 
and relevant expenditure of older people. 


Mr. Munro: Well, we have been raising the old age security in line with the 
recommendations. I think you will agree with that. 


Mr. Harpy: Yes. 


Mr. Munro: On page 15, paragraph 41, the welfare council has brought out 
this point, and I quote: 
Within the range of incomes which come fully within the plan, the 
Canada pension plan provides the greatest degree of effective income 
security to those at and toward the upper end of the earnings scale. 


That, I take it, is speaking in dollar terms. I agree that element should be 
considered. 

I also wonder if the council have worked this out in percentage terms. I am 
speaking of percentage terms of retired income as a result of a combination of 
old age security and the Canada pension plan with the income of the particular 
individual during his earning years. 


Mr. Iverson: Madam Chairman, the answer is no; we did not work this 
out in detail except to make certain observations which were reflected in the 
brief. 

I think you will notice that at one point we recognize that a combined 
pension of $101 a month available to someone with an earnings record of $200 
may be considered substantial in relation to his previous economic worth, which 
I think is getting at your question. Our argument, of course, is that this may be 
only barely adequate for his social need. 

The second part of your question, I believe, relates to the relative cost of 
the benefit to previous income, and it is true, and it is noted, that because of the 
$600 exemption the person at the lower end pays a smaller portion towards his 
benefit than the person at the $5,000 end although, as Mr. Hardy has pointed out, 
beyond that the proportion of income going into the plan from anyone over 
$5,000 starts to decrease, and from the point of view of subsidization a regressive 
relationship starts to take over. 


Mr. Muwro: This conclusion has been reached as a result of combining the 
old age security and the benefits of the Canada pension plan? 
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Mr. Iverson: In all cases. 


_ Mr. Muwro: In using your $101 example you are taking a single man at 
$200 at age 65. 


Mr. Iverson: I am sorry, Mr. Munro, but I did not hear your question. 


Mr. Muwro: In respect of your $101 example you are taking a man, say, 
earning $200 a month average earnings up to age 65, who retires and gets $101 
a month. Is that right? 


Mr. Iverson: That is correct. Madam Chairman, I think one point needs to 
be made here; in presenting views involving dollar amounts you have to decide 
whether or not you will look into the future and calculate your escalation. We 
have not done this; we have taken 1965 dollars and prices and, therefore, used 
the data available in the official publication of 1964 white paper and so forth. 
But, we have combined both the proposed prorated old age security of $51 plus 
the 25 per cent wage related benefit, which assumes a 90 per cent satisfactory 
earnings record at $200 a month. 


Mr. Munro: In your example, this $51 retirement would be 51 per cent 
of his average earnings during his lifetime. 


Mr. IVERSON: That is correct. 


Mr. Munro: Since the council has dealt with this area of proposed 
benifits favouring the higher income earnings I would like to quote some 
examples here and then get your information. You were using the 65 year 
age; in my examples I am going to use the 674 age of retirement, assuming 
that may be a fair medium. My figures would indicate that a single man 
earning $100 a month, retiring at age 674 years, would receive, combining 
old age security and the Canada pension plan, $88, or 88 per cent retirement 
pension compared to what his average earnings will be in his lifetime; a 
man earning $200 a month would received $113, or 57 per cent retirement 
compared to what he was earning during his lifetime; the man earning $250 
a month would receive $126 or 50 per cent; a man earning $300 a month 
would receive $138 or 41 per cent, and a man earning $400 would receive 
$163 or 41 per cent. 

I would like to do the same for the married couple, assuming both retired 
at age 674. A man earning $100 a month, counting his wife, who is not a 
wage earner—I am just taking the man—would be receiving $151 a month 
or 151 per cent of what he was earning during his lifetime; a man earning 
$200 a month, counting his wife, would be receiving $176 or 88 per cent of 
what he was earning during his lifetime; a man earning $250 a month would 
receive $189 or 76 per cent of what he was earning during his lifetime; a 
man earning $300 a month would receive $201 or 67 per cent of what he 
was earning during his lifetime, and a man at the top of the scale, earning 
$400 a month, would be receiving $226 a month or 57 per cent of what he 
was earning during his lifetime. Now, those figures would indicate to me 
that by combining the old age security and the Canada pension plan there is 
considerable weighting in favour of the lower income group. But, I would 
like the opinion of the council whether they felt this was adequate, or whether 
they agree with these figures and these percentages or, perhaps, whether they 
feel there should be changes in them or that they should be increased. 


Mr. Harpy: I wonder if we should begin this way, in dealing with Mr. 
Munro’s question. In respect of this paragraph and talking about the position 
of those in the lower and upper ends of the earnings scale within the range 
covered by the plan—that is, up to $5,000—we are accepting the position 
that even though this is a contributory plan this is, in effect, a public plan 
to meet a basic need of Canadians, and one would believe that many people 
will supplement this plan with their own private arrangements. We are not 
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suggesting that there is less wrench of adjustment for those in the upper 
income portion of the scale covered, the $5,000 end of the scale, if they have 
not made any other private provision, than there is at the lower end of the 
scale. Our concern is to look at actual cases of inadequacy of provision under 
the public plan affecting those individuals and families who are less likely to 


be able to supplement the public plan provision with private arrangements 


beyond them. So, we are not trying to make the point that the relationship to 
past earnings is going to be satisfactory to us in the upper end if they do nothing 
else. We do not believe this is so. 


Mr. Munro: In your comments I think your words were that by a sum- 
mation of the old age security and the Canada pension plan principles this 
end that you have in view, could be accomplished by minimizing, I think was 
the word you used, the benefits at the higher level. Did I misunderstand you? 


Mr. KNOWLES: That was last night. 
Mr. Harpy: I do not remember that one coming from our delegation. 


Mr. Munro: Well, I made a note of it, when you said it, on the brief. 
That is what I took from your comments. But, I might have been wrong. 


Mr. Harpy: That certainly was not indicated. I do not believe that was 
mentioned. 


Mr. Munro: I hope the members of the committee do not mind me 
pursuing this point but I would like to get to something more specific in 
the sense, say, of a man earning $200 a month, and I would like to know 
what the welfare council’s recommendation would be. Take the one example, 
a man and wife, assuming they retire at age 674; the figure would be $176 
or 88 per cent of what their average earnings were during the man’s lifetime. 
In respect of that particular example how does the council feel? 


Mr. Harpy: I think you are asking us to present as a council decision 
a precise response to a detailed question which we have not had an opportunity 
to put before our council. We have tried to state a general position, to state 
the general areas where we think there is inadequacy and the areas where 
we think further study should be undertaken and modifications ought to be 
introduced. I do not think I could say that our special committee, and I do 
not think that Mr. Alexandor could say, that the welfare council has a precise 
opinion on the last example you quoted to us, Mr. Munro, and I do not think 


this can be expected of us in the timing of this operation. 


Mr. Munro: I just wart to say that I am not indicating any disagreement 
at all with the recommendations of your council in respect of its conclusions, 
but I think it could be said that if the Canada pension plan went through as it 
is, with increases in the old age security, as you have recommended, this would 
be a further weighting factor in favour of the low income groups, which would 
increase this 88 per cent considerably. Do you agree with that? That would be, 
in effect, the end result of the recommendations you are making today. Is that 
what you would recommend? 


Mr. Iverson: Madam Chairman, I think it is obvious, if I might say so, that 
any increase in the flat rate component, depending on your point of departure, 
provides a higher degree of subsidization for those at the lower end of the 


scale, which has been one of our main arguments in respect of where we see 


the need for improvement. 
Mr. Munro: Madam Chairman, I would like to turn to paragraph 32 of 
the council’s brief in respect of low earners, which says: 


It would seem self evident that those with earnings below the 
Canada pension plan minimum are most in need of added old age and 


other forms of security. The Canada pension plan is based upon the as-— 
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sumption that people should be afforded supplementary provision for 
old age beyond the flat rate benefit of the old age security payment 
and that, over a period of 10 years, this development would be brought 
about. 


Now, I presume when you are referring to the older wage earners there, as 
far as the Canada pension plan is concerned, you would be referring to those 
income earners who would be earning less than $600 on the outside scope of the 
plan during their working lives— that is, less than $600 a year—or, in the case 
of the self-employed, less than $800 a year. 

Mr. Harpy: That is correct, and you could have people who are in that 
position until their retirement time. 

Mr. Munro: Is it fair to say then in that example that these people would 
be earning less than $600 during their earning lives and yet under the Canada 
pension plan when they became 70 they would be receiving $900, $300 more 
than their earnings during their lifetime? 


Mr. Harpy: Well, the concept of earnings is such that they might, in effect, 
have more coming into them than the $600. There is a monetary earnings con- 
cept in the plan. 

Mr. Iverson: I think Mr. Munro is pointing out a fact that has been before 
this committee at least once and was written into the evidence, namely that a 
$900 a year old age security is better than $600 a year casual earnings, and 
the council would certainly acknowledge this fact and say, ‘‘So what’ from 
the point of view of social adequacy. I do not think that as Canadians we are 
particularly proud of the fact that many Canadians are required, for a variety 
of reasons, to exist during their working lives on cash earnings of $600 or less. 

May I also just say that there is one other group with which we are con- 
cerned. This is mentioned in our brief only in passing. I am speaking of the 
group of low earners who may qualify over a period of years but not con- 
sistently. As we understand the bill as it is drafted, a situation could arise 
where there would be contributors under the plan who would not be entitled 
to all the benefits where there are particular eligibility tests. I am thinking, 
for example, of the recentness of contributions—so many years out of the last 
10 years. You could have a group of low earners who are technically and 
actually under the plan but are still not fully protected. Of course, our concern 
here has been that, in addition to the retirement, which has been the main topic 
of this discussion, there are these important new elements of insurance for 
widows, the disabled and for orphans. Our committee was very concerned that 
the largest number of Canadian families receive this type of insured protection 
against these risks. 

Mr. Munro: I agree with your comment “So what?” I think a man who 
receives $900 on retirement may have had earnings somewhere in the vicinity 
of $600 or considerably less during his lifetime. I certainly would not deny him 
the $900, but I would like the council’s opinion on this. Perhaps your ultimate 
concern in that particular case should be for programs designed to deal with 
the problem of why this man has been such a low income earner during his 
lifetime. Any effort to deal with those people would have priority. 


Mr. Harpy: Perhaps you have to recognize that this has supposedly been a 
priority program for a long time, and we still have such phenomena as the 
very short season of the winter port at Saint John and people sitting in the 
park through the summer enjoying their unemployment insurance. These con- 
ditions are not going to be eliminated in a crash program in two years or any- 
thing like that time. You are, therefore, going to have a considerable period of 
time when this other program will continue to exist. 
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Mr. Munro: I have one final question, Mr. Chairman. I will refer you to 
paragraph 28 of the brief. 


There are four groups that will not benefit at all from the plan as it 
is presently designed: 


1. those who, for a variety of reasons, are unlikely to become 
attached to the labour market; 

2. those who, while attached to the labour market, do not earn 
enough to be eligible to participate; 

3. those persons (and their dependants) who have retired from the 
labour market; and 

4. those excluded by reasons of being in excepted employment. 


Have you any breakdown as to the numbers involved here? 
Mr. Harpy: No, this was something we were not able to get together. 


Mr. Munro: I take it you are not suggesting that all these people, especially 
those in 2 and also perhaps in 1, would be earning throughout their earning 
lifetime under $600 a year and therefore will always be outside the ambit of 
the Canada pension plan. 

Mr. Harpy: No, but I think we are drawing a parallel to the principle 
which has been recognized repeatedly with respect to unemployment insurance 
that you want to broaden your coverage as much as possible. You do not want 
groups left out of any scheme of this sort. We do not know the number of 
those left out or the extent to which this will shrink after the pension plan 
has been in effect for a number of years, but it will be greater in the early 
years than later on. We are suggesting that these are areas which ought to be 
looked at. We are not suggesting that we can define precisely the numerical 
content of the problem. 


- Mr. Munro: I have one concluding statement to make. I would think these 
are the people to whom other programs should be aimed which would deal 
with the problem of why they are in such a category. 


Mr. Harpy: Again our thought is that you have to look at two sides of 
the coin in all these cases; that is, you have your other program in which you 
are attempting to narrow down the group concerned. You know you will not be 
completely successful in that other program and therefore you have to continue 
in the area of a welfare measure to look at the people who will fall through 
the provisions. They are the people in trouble. 


Mr. CANTELON: As a result of Mr. Munro’s statement, I wonder if Mr. 
Osborne could get us some information at this point. Mr. Munro was quoting 
the income of husband and wife at an average age of 674. I would take it 
that the average age of husband and wife is 673. 


Mr. Munro: I think that is correct. 


Mr. CANTELON: What I am wondering is whether there is not an average 
difference between the ages of husband and wife across the country, and if 
it would be possible for us to obtain that information. 


The CHAtRMAN (Hon. Mrs. Fergusson): Mr. Osborne will get this for us. 
When do you want it? 


Mr. CANTELON: There is no hurry, we do not need it this morning. 


Mr. Luovp: Madam Chairman, so much by way of detail has now been dealt 
with that I would like to go back to reiterating, if I can, some of the over-all 
approaches that the council makes to this effort of the Canadian government 
to establish an opportunity for Canadians to obtain pensions relating to their 
earnings. From reading your brief my immediate reaction is this: You say to 
us,—those of you who were involved in trying to maintain a family unit con- 
cept in our society—“Be sure you do not do anything in the Canada pension 
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plan that will create a road block to the achievements we are trying to accom- 
plish with social case workers in Canada’. You say, “We do not ultimately 
want social workers operating in the field as cheque writers”. You want them 
to get down to applying their training in the field which they were designed 
to undertake. I think this is fundamentally what you are saying. 

I see a confusion arising here between what we are trying to accomplish 
with the Canada pension plan, which is to provide an opportunity for any 
heads of families who have a sense of responsibility, who are quite willing to 
endeavour to provide through savings, if they possibly can, some security for 
an independent old age, and your approach when you say you find this field is 
not adequately and fully covered through the very laudable efforts of those in 
the private sector. However, when you look back to the 1960 report of the 
dominion bureau of statistics and you see that only 34 per cent of the labour. 
force are members of private pension plans, you immediately recognize that a 
wage related scheme must be made available to heads of families right away. 

What you have said throughout your brief is this: A shift in society has 
taken place; the government now provides the resources. A whole variety of 
agencies are involved in social case work and they need the tools with which 
to do their jobs. You say, “Be sure that you do not allow resources to be 
allocated to pension schemes without leaving us room, as it were, to devote 
something from all of the resources of the nation and from ail those with 
incomes making contributions to those in need”. This is really what you are 
saying, is it not? : 

Mr. HARDY: Yes, and I think we say one more thing, Mr. Lloyd. We say 
that one of the objectives of the Canada pension plans, or any other measure 
of this sort, must be to meet the straight financial need of an ever increasing 
group of families, even if they have the social need, a case work problem need, 
which has yet to be dealt with. It would be helpful if you could take a group 
of such families out of your problem area in so far as dollars are concerned. 

We hope that the plan will be studied and revised in an effort to increase 
the extent of coverage of people in the lower income area. We certainly support 
your view that you must always complement any dollar distribution scheme 
with a social work plan. 

Mr. Luoyp: I gather from all of the suggestions that you have made here, 
that there are a number of things that you propose; that is, there could be a 
greater and more refined effort in the general assistance field from general 
tax sources. 

Mr. Harpy: Yes, but I think we see these people thrown into relief by the 
Canada pension plan in the first draft, if you will. 

Mr. Luoyp: You have said, and I think I can only reiterate what you have 
said earlier, that the pension plan does represent a very laudable first step 
only. To further improve the field you need continuous involvement with the 
problem, and to make sure that you are on target continually you need two 
things. First of all you need a royal commission to bring you up to date as to 
where you have gone. You say this not only to the federal government, but 
you say this to all governments in essence, the federal, the provincial, and the 
municipal governments. You also say that with a royal commission you may 
be able to bring yourself up to date; that is, after you had this part of the 
effort in the pension field attended to you would be able to bring yourself up 
to date, but because of the changing nature of the element of our political 
economy and social arrangements in this country you say we must have a very 
vigorous and active advisory council to continue working with government in 
these fields. 

Mr. Harpy: Yes. We also say because of the nature of the plan and its 
method of amendment with provincial concurrence, it is important that the 
plan as it first becomes law is not sharply deficient in any particular area. It is 
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on this basis that we renee you move to the earnings ae teow ne 
pension index before the bill becomes law. 

We say you are putting into law something which will have a degree of 
rigidity which could be crippling if one is not able readily to meet the ne 
need in ways in which the avenues of action are open. 


Mr. Luoyp: If, for some other reason, we could not agree to the use of 


an earnings index along the lines you have proposed, do you say that at least 


we should not commit ourselves to price indexing at this stage; do you say that? 


Mr. HARDY: We did not consider that alternative. If I were to comment on 
this, I would give you nothing more than a personal opinion. I think, perhaps, 
I will leave it at that. 


Mr. LuioybD: Reflected in this report is an awareness that the resources of 
Canada are accumulated from all parts of Canada, because you talk about ability 
to pay for these social assistance programs. If a nation vests in a national gov- 
ernment responsibility for contrilling the economy, imposing tariffs, regulating 
the banking and credit facilities of the nation, getting involved in international 
defence, and so on in essence you really are saying—and all of us, I think, 
agree—that in the social assistance field all the earners in Canada must be 
contributing to flat rate assistance in the social assistance program. 

Coming from the maritime provinces, I am naturally very much concerned 
about this aspect of our approach to this problem. We share the view that we 
hope we can maintain this start in a national look at social assistance programs 
and that opting out by provinces would be disastrous to us. Would you care to 
comment on this aspect of our approach to this problem? 

Mr. Harpy: I think we should have had you, Mr. Lloyd, on our committee 
because you, obviously, have given some thought not only to the content of the 
brief, but also in respect of how the subject matter might be put. 

I would say this; the council always is and always must be aware of the 
dual responsibility in the federal, provincial, and by implication municipal 
levels for welfare measures in this country. Taking that as one’s proviso, I think 
one can go on and say that the council does not object to federal leadership 
in the field in conformity with these conditions. 

In respect of the question of opting out we, as a committee, did not look at 
opting out as such, but we did look at the Canada pension plan. As I mentioned, 
we considered portability to be something which happens automatically through 
a national scheme, but which has to be engineered, if it is in compartmentalized 
regional schemes which differ from the national scheme. 

To that extent I think our committee dealt with this matter. I am not sure 
we discussed this fully in these terms before the executive committee of the 
council. Therefore, what I am giving to you in effect is some of the background 
thinking which developed and which is in a brief which was ratified by the 
executive committee of the council. © 


Mr. Luoyp: I want to make clear—I think Mr. Knowles has done this, but 
there is no harm in repeating it—that this federal nation of ours can discharge 
its function in the social assistance field only if there is uniformity across the 
nation with regard to our objectives. Is that a correct statement? 


Mr. IvERson: May I commenti on that? I think an important new element has 
been introduced in both Mr. Lloyd’s and Mr. Munro’s remarks when, in discuss- 
ing our brief, they mentioned that we stress the need for complementary pro- 
grams. I think it might be observed that the council would take the position 
that the complementary programs are not only in the areas of public assistance 


and social service generally, but also in the broader social programs. I am think- — 


ing, for example, of the manpower consultative service, recently established, 
which in effect will have the responsibility, among its other responsibilities, to 
assist in the creation of a healthy type of socio-economic climate which can 
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support this or any other plan. There is the whole matter of a healthy economy, 


and certainly I do not think the council would want anyone to think we support 
this or any other measure in a vacuum. 

We stress the need for a healthy society over- all i in which these other things 
are fundamentally important. In the last two days we have read a report in 
which it is noted that 1,500,000 new jobs will be required by 1970. I think all of 
us would agree that this will take some doing, and that it is our job as Canadians 


to see that this is done. That has to develop if this or any other type of plan is 


going to function well. 

We see this in the whole context of a total system and not just in the context 
of welfare and assistance. I think this is an important point to be made. 

Mr. Luoyp: Thank you. 

The CHAIRMAN (Hon. Mrs. Fergusson): Is that all, Mr. Lloyd? 

Mr. Luioyp: I realize that this morning I may be making some pretty general 
observations, but as a maritimer I am concerned about the preoccupation by 
certain levels of government with their parochial problems and their ambitions 
to in plant about ten governments in Canada where one would be most adequate 
for some things. 

Mr. CHATTERTON: I hope we will hear from you on the opting out bill. 

Mr. Luoyp: So far as I am concerned, I feel that any attempt to opt out is 
going backwards. We should find means of working as a national goverament in 
Canada. 

Mr. CHATTERTON: Are you— 

Mr. Luoyp: I would like to answer— 

The CHAIRMAN (Hon. Mrs. Fergusson): Order. 

Mr. Luoyp: I think— 

Mr. KNOWLES: We are on Bill No. C-136. 

Mr. Luoyp: Madam Chairman, I would like to make an observation in view 
of the comments and objections made. I think the council has made it clear to us, 
from their references to the kind of tax resources you should employ and where 
you employ them, that no comprehensive scheme of social assistance and pension 
can be achieved in any other way except on a uniform basis throughout Canada. 


Mr. Harpy: If we are looking at the job which our committee did, and if we 


are looking at what the council is presenting before you, the committee did not . 


discuss questions like opting out. Therefore, I do not think it is fair to read into 
our statement that we have dealt at length with this subject matter. The com- 


mittee said something positively in respect of the Canada pension plan and the 


degree of coincidence of that plan with long stated objectives of the Canadian 
Welfare Council. That is what we dealt with and that is what we have put before 
you this morning. 

Mr. CASHIN: The is a very good statement. 

The CHAIRMAN (Hon. Mrs. Fergusson): Yes; I think it clarifies the subject 
a great deal and the attitude of the Canadian Welfare Council. 

Mr. CHATTERTON: Madam Chairman, we have had evidence that there 


perhaps is a greater need in respect of age beyond 75. You have mentioned | 
the $75 should be made available at page 65. Have you considered an increase 


in the old age security, whatever it might be, at ages beyond 70. 

Mr. Harpy: We have not recommended that. I can tell you this was a point 
brought up in the committee’s discussion. However, the position we took was to 
make the recommendation with regard to the earnings index. We did not recom- 
mend an increasing level of benefit as age increases. 

Mr. CHATTERTON: You made some very interesting recommendations. You 
recognized the fact that under the Canada pension plan there are higher benefits 
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to those in the higher income brackets. I think you said you recognize that those 
who consistently have been earning very little are in a poorer position to provide 
for retirement. ; 

You suggested that those earning over $5,000 be brought into the scheme 
by way of income tax and a subsidized pension plan. Can you give us a forecast 
as to how it could be done, and on what basis it would be distributed to 
recipients under the Canada pension plan? 

Mr. Harpy: What we are suggesting is that at least part of the special 
subsidization proposed for people with low credits and high requirements should 
be identified and financed from outside contributory plans as such although it 
might be called part of the plan, and it might be recognized that you would 
pour into the funds of the plan, from into the general treasury money to meet 
certain of these special requirements which it is not reasonable to meet on a 
contributory basis because there is too much transsubsidization involved if you 
did. But as to how it is paid in, it is paid for out of general revenues which 
we suggest stresses the personal income tax in this country. 

Mr. CHATTERTON: Has your council made any kind of study of what the 
effect of the Canada pension plan will be assuming that the main purpose of the 
Canada pension plan is to help those retired, and other benefits, and what effect 
the Canada pension plan will have on those who do retire some years hence, 
or at the present time? 

Mr. Harpy: Well, if I understand the question I think the answer is no, 
but I am not sure that I understand the question. 

Mr. CHATTERTON: You have talked about gaps. It has been shown that in 
1976 of the 1,880,000 Canadians who retire at the age of 65, te n years from 
now, 66 per cent of them would not benefit at all under the Canada pension 
plan. We would ask for confirmation from our own staff and for other periods 
as well. 

Mr. Harpy: No, I think it is obvious that we have not undertaken studies 
of that sort, because we are not in a position to do so. 

Mr. CHATTERTON: Your recognization is that old age security be dropped 
to 65, and that it would not affect the Canada pension plan but it would solve 
the problem of the high percentage of people included in that 66 per cent. 

Mr. HArpy: We make that recommendation in two parts, and I think it 
should be recognized. We make a recommendation which might be called an 
immediate short-term goal of dealing with the whole condition of the labour 
market at 65, and of those who meet the earnings test; and we make a long-term 
recommendation that the question of the lowering of the age generally be looked 
at, and that consideration be given to the extent to which you might tie your- 
selves from lowering the general age by permitting the general pension to be 
taken earlier at a reduced amount. Those are the two points we make. 

Mr. CHATTERTON: Your recommendation it seems to me fills certain big gaps 
in the Canada pension plan, particularly your recommendation to use the earn- 
ings index also, and if these recommendations are not accepted, I am interested 
in your recommendation No. 14 for the over all review of the whole social 
security set up in Canada. And if this recommendation and other recommenda- 
tions should not be accepted, is there not a danger that if the government of 
Canada puts this plan into force there would be less cause and less pressure 
in the future to meet these gaps which are not met by the Canada pension plan? 
Do you not think it might have been better to have passed a comprehensive 
pension and social assistance plan which would substantially fill these gaps? In 
other words, do you not think it would be better to have an investigation made 
in advance of the passage of such important legislation, and would not the 
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passage of this plan tend to hide the difficulties of those still not covered by 
the plan? 

Mr. Harpy: In part of what you said you seem to be paraphrasing the 1958 
statement of the Canadian Welfare Council on social security. It was repeated 
as recently as 1961 or 1962 that there should be this comprehensive review of 
the welfare fabric of our country, and that this might take place before major 
decisions were taken in any sector of the welfare requirements for the country. 
We think it would be a negation today to continue to press for that objective, 
and therefore we say that in indicating support for the general developments 
in the Canada pension plan, which is implied, we want the government not to 
lose sight of the remaining objective respecting the other welfare requirements. 
We think in fact that this is something which ought to be reported in the 
strongest terms right now as the Canada pension plan is going through, as 
something that ought to happen next. We do not think that this reeommenda- 
tion on page 5 should be left to be dealt with only until after the Canada pension 
plan is law and has settled in. We think this could be dealt with now even 
though the timing of the action and recommendation is after the plan is through. 

Mr. CHATTERTON: Do you not think that there is wide public acceptance 
of the pension scheme and that it meets the needs—I do not say the total 
needs, but of the major needs—of a very large number of people in Canada? 
Would this not be of concern for those not covered, if such a large group of 
Canadians are reasonably satisfied? Do you not think it represents that 
danger? 

Mr. Harpy: There are two things I might say here. First of all, in intro- 
ducing this submission we stress one recommendation to which Mr. Alexandor 
referred, as contained in paragraph 14, and we will not be unhappy if the 
press picks this up and recognizes it as a major point of stress in our sub- 
mission to the government; and secondly, the Canadian Welfare Council has © 
a continuing life. I believe you can count on their coming back to governments 
from time to time to remind them of things. 

Mr. CHATTERTON: Neither of the previous governments seem to have ac- 
cepted your previous recommendations. 

Mr ALEXANDOR: In 40 years of making representations to government 
I think we can say that many of our recommendations have been implemented, 
not necessarily through our own efforts solely, but certainly from expressing 
a view which is shared by a large number of people in the great progress we 
have made in social welfare legislation in Canada over the last 40 years, 
and that this is a reflection of the efforts by people such as ourselves and 
others to see that the gaps are filled. We think that with the enactment of 
this legislation a big gap will be filled. 

Mr. Basrorp: Thirty four of those years were Liberal years. 

Mr. CHATTERTON: There is no doubt that the Canadian Welfare Council 
is one of the most powerful influences in this field. 

Mr. MonteitH: He simply said that the most active years were Con- 
servative years. 

The CHAIRMAN (Hon. Mrs. Fergusson): Are those all of your questions, Mr. 
Chatterton? 

Mr. CHATTERTON: Yes, In paragraph 44 you indicate the case of a person 
who retires at the age of 61, when the pension he would have, including 
old age security, would be $101 a month, and that this would be 50 per cent of 
his earnings. Mr. Munro has repeatedly pointed out that the percentage that 
a man gets of his average earnings is considerably higher in the case of a man 
who has earned more than that including the O.A.S. percentage of his pension 
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at the time he retired in relation to his average earnings and he referred to 


fifty per cent. Has it been the experience of your council that a person lives 
better on a percentage than on dollars? 

Mr. Munro: I also pointed out the dollars, but Mr. Chatterton did not 
quote them. Would you like to hear them again? 

Mr. CHATTERTON: I learned them all by heart. 

The CHAIRMAN (Hon. Mrs. Fergusson): Is that your last question? 

Mr. CHATTERTON: Yes. 

The CHAIRMAN (Hon. Mrs. Fergusson): Thank you. 

Mr. Basrorp: Now that Mr. Lioyd has given evidence I do not have very 
much left. As a member of the council I know the answer to that question, but 
I think it might be useful to have it placed on the record so that the maximum 
weight might be given to the your recommendation. I think it would be 
useful to have it on the record in more detail than we have had it in the 
past as to just who and what the council is. 

The CHAIRMAN (Hon. Mrs. Fergusson): Would you like to have this 
supplied? Do you wish to ask them to make a statement and have it put in 
the minutes? 

Mr. BasrorpD: I think I would like an enlargement of paragraph one. 

The CHAIRMAN (Hon. Mrs. Fergusson): Are you prepared to give that? 

Mr. ALEXANDOR: Mr. Baetz will deal with that. 

Mr. BAETZ: Madam Chairman, though I could go on for the next two 
hours telling you what the council is, I can perhaps say very briefly that the 
council is a voluntary agency. It has a membership of some 500 agencies across 
the country in the social welfare field, in its broadest sense, including of 
course corrections, delinquency, family and child welfare, public and private 
agencies. I do not know whether the federal government would see itself 
as a member of the council, but it certainly contributes to the council and 
makes an annual grant, as do all the ten provincial governments on the basis 
of a population formula, as do some 60 municipal governments, as well as 
close to 500 private agencies. In addition, we have some 1,200 individual mem- 
bers who we like to think are cpinion leaders in this country. There are some 
350 national corporatioris which are members of the council. © 

As far as our work is concerned, the council has four major divisions: the 
division of public welfare; the division of family and child welfare; the Cana- 
dian corrections association, which works very actively with your Department 
of Justice; and the community funds-in-council division which is really the 
national association of all the community chests and united appeals throughout 
Canada, some 112 of them. 

We have a commission on education and personnel which works very 
closely with the Department of National Health and Welfare in the personnel 
field, personnel training, for both public and private service. We have, in addi- 
tion, a committee on aging, of which your co-chairman here has been the long 
time chairman and honorary chairman. This committee at the present time is 
sponsoring and organizing the first national conference on aging which will take 
place in Toronto one year from now. 

Our council has a research department which undertakes various research 
projects on various aspects of social welfare. We have what we would like 
to think of as a department for public education, because we do believe that 


social legislation in the first instance is built on attitudes; and attitudes must — 
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change if social welfare is to change. So we see this as a very important part an 


of our work. 
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In financing we receive roughly one third of our income from public bodies; 
that is, from municipalities, the ten provinces and the federal government. One 
third of our financing comes from the community chests and funds in the 
country; and one third comes from national corporations and membership agen- 
cies. We like to think that this one third, one third, one third split guarantees 
for us some degree of autonomy and independence. 

Madam Chairman, this is perhaps a very very brief outline of what the 
council is and does. I might say, of course, that we always count on and hope 


for continued support from the federal government, financially as well as in — 


other ways. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you, Mr. Baetz, I think it 
is very good to have this on the record. 

Mr. Monte1tH: Is that a plea for an increase in this year’s estimates? 

Mr. BAETzZ: We have just received an increase, and we are delighted to 
have it. 

Mr. KNOWLES: I may add that if any members of this committee are not 
members of the council they can become individual members. 

Mr. BAETzZ: Yes. 

Mr. BasrorD: Thank you, Mr. Baetz. I wanted this on the record because 
I wanted your recommendations to be given the maximum weight possible. I 
think it makes it somewhat difficult for some of the other groups who come 
before this committee to disagree with your recommendations. 

You were discussing with Mr. Chatterton your executive committee’s 
consideration of the changing of old age security to provide an increased 
benefit with increasing age. You considered it but did not make any recommen- 
dations. I am interested in knowing why you did not make any recommenda- 
tions on that. 

Mr. Harpy: I think it is a little difficult for me to try to read the minds of 
my committee members on this. I would say that we achieved more ready 
agreement in another direction than in this direction and that is the way in 
which we moved. But I cannot say why this idea was not picked up and treated 
with more enthusiasm than in fact it was. 

Mr. BasFrorD: I take it, then, that on the part of the members of the com- 
mittee there was a good deal of reservation about the idea. 

Mr. Harpy: Let us say that when we moved on to another course of pro- 
posed recommendations those people who had raised this idea did not pursue it. 


Mr. BasrorD: I have just one other question. 

You are concerned that the implementation of the Canada pension plan 
will be used by some as an excuse to say that we do not need to go any further 
and that we have all the answers in old age security. Would you not agree that 
certain of the experience in the United States with the establishment of social 
security has pinpointed the very gaps that social security leaves and has dem- 
onstrated the very areas where further action is needed? 


Mr. Harpy: I am not qualified to answer that question on United States 
experience. I do not know whether any member of our delegation feels so 
qualified. 

I think we will pass on that. 

Mr. BasrorD: In answer to your concern, is it not reasonable to say that 
implementation of the Canada pension plan, which we all agree leaves some 
people unprotected, will itself show up those people who are unprotected, and 
will very clearly demonstrate the people for whom further action must be 
taken? 
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Mr. Harpy: I do not think it is automatically made clear who are the 
people in the gaps and coverage areas because you put certain measures into 
effect. This has not been my experience, and this is not the view, I take it, 
of the Canadian Welfare Council. They say you should consciously study and 
identify the gaps in coverage, and this is a continuing requirement. 

I mentioned earlier that the council had hoped that there would be an 
over-all survey of the welfare need in Canada for the Canada pension plan, 
and it is a matter of shifting the timing. We think a positive line of action to 
identify and decide how best to deal with remaining gaps in coverage is a 
real responsibility of the Canadian people. 


Mr. IvERSON: I wonder if I might observe also that there will be an im- 
portant by-product from the advisory body in this respect, particularly if it is 
constituted as we have suggested, with particular responsibility to look at 
the plan in terms of people. Certainly that committee, either as a primary or 
secondary responsibility, automatically should bring to light the exclusions 
and shortcomings; and it would no doubt have advice to give the country on 
that point. 


Mr. CHATTERTON: May I ask a supplementary question? 
The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Chatterton. 


Mr. CHATTERTON: We understand from other witnesses that very recently 
—within the last few weeks, I think—figures have been published by the do- 
Minion bureau of statistics. I wonder if we could ask if the welfare council 
could perhaps consider this matter. I think most of us are interested in this 
question of increasing needs with age. Your council perhaps could consider 
that before the passage of this bill. 


Mr. Batetz: I could only answer through you, Madam Chairman, that we 
certainly will take this under consideration because we do believe, as you do, 
sir, that this is an area that does need exploration. Certainly, this is some- 
thing that might be explored and that might come out of the planned conference 
on aging, which will take place soon. It may also be the case that this is a 
field at which the Senate committee on aging has already taken a look; I do 
not know. I do not know how one asks, Madam Chairman, for some informa- 
tion on this point to a person in the room who I know could answer this. 


Mr. KNOWLES: I suggest we read the paper that was presented yesterday. 
I assume we are both referring to Mr. Anderson. 


Mr. Bartz: No, I was referring to Mr. Davis. 


The CHAIRMAN (Hon. Mrs. Fergusson): I am sure Mr. Davis could answer, 
and as he is so closely associated with your group he may be considered as 
one of your witnesses. 


Mr. R. E. G. Davis (Consultant to the Senate Special Committee on Aging): 


Madam Chairman, thank you for the privilege of speaking before this august 
body. 

I think this question is well worthy of consideration but I do not think 
we have the facts on which to reach a decision at this point. 

It is true that the dominion bureau of statistics has made some recent 
breakdowns which indicate average income age levels beyond 70, but even these 
figures are not very completely analysed. Even if you had the figures on in- 
come you have still the other side of the coin, namely the need. Are the 
needs of the man of 90 equivalent to the needs of a man of 70? We have 
made no studies in this country of living costs as they relate to older people. 
The Americans have done better in this regard than we have. We have no 
suggested budgets for old people. That whole field of living needs and costs 
has been absolutely neglected in this country up until now. I suggest this is 
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an element here as well as the income side which you have to take into 
account in reaching a decision on this matter. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you, Dr. Davis. For the 
information of any of the members of the committee, as Mr. Alexandor told 
you, Dr. Davis has been executive director of the Canadian Welfare Council 
for a very long time. For about 18 months, I think it is, he has been the con- 
sultant, for the committee on aging in the Senate. As Mr. Alexandor says, 
there is no one more knowledgeable, I suppose, in Canada than Dr. Davis. 

Would you proceed, Mr. Basford. 

Mr. BAsrorD: Do I take it, from your remarks, Dr. Davis, that we do not 
have nearly sufficient information on this point to make any sort of intelligent 
recommendation at this time? 

Mr. Davis: That would be my view. 

The CHAIRMAN (Hon. Mrs. Fergusson): Would you continue, Mr. Baetz. 

Mr. Bartz: Madam Chairman, further to what Dr. Davis said, certainly 
you can get a picture, although an incomplete one, of the needs of these people 
in this old age bracket through statistics. You can get some picture, but the 
only way to get a real picture of their needs is to get, as we would call it, a 
slice of reality, that is, to interview people. This requires field work and a team ~ 
of interviewers. Actually, you are getting into a research project, which we 
certainly would like to consider provided, of course, the funds are available. 

Mr. Munro: Madam Chairman, if I might interject for a moment, I realize 
we will be going on for a further 15 minutes or so. However, this afternoon 
we have the congress of Canadian women before us. I do not believe their 
brief is too lengthy. Obviously, there are a great number of members who 
still have many questions to put, and I am wondering if the welfare council 
could be asked to come back at 2.30 this afternoon along with the others. 

The CHAIRMAN (Hon. Mrs. Fergusson): Would you suggest hearing the 
brief of the other group first. 

Some hon. MEMBERS: Yes. 

Mr. Munro: I think perhaps it might be advisable. 

The CHAIRMAN (Hon. Mrs. Fergusson): You wish to know if representatives 
of the Canadian Welfare Council will be prepared to come back so that when 
we do finish with the other group we will be able to continue with them. 

Mr. CASHIN: We already have another gentleman whom we asked to return. 


Mr. Munro: I may be wrong but I do not think the congress of Canadian 
women will take very long. 

Mr. KNowLEs: If you have only four more questioners on your list, Madam 
Chairman, perhaps it will not take too long. 

Mr. Lesor: Madam Chairman, I will not be too long. 

The CHAIRMAN (Hon. Mrs. Fergusson): I would like to make a comment 
at this time on what we have been discussing for quite a long time. It would 
appear to me that what the council is saying is that they realize there are gaps 
and they realize the committee’s needs but they would feel it a very negative 
attitude if we, the government of Canada, said we will not do anything because 
we cannot do everything. Is that not right? 


Mr. Harpy: Very much so. 
The CHAIRMAN (Hon. Mrs. Fergusson): Would you proceed, Mr. Leboe. 
Mr. Lesor: Thank you very much, Madam Chairman. 


The CHAIRMAN (Hon. Mrs. Fergusson): I am sorry, Mr. Francis was next 
on the list. 


Mr. Lesor: He is younger than I am; go ahead. 
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Mr. Francis: I will allow you to precede me, Mr. Leboe, 


Mr. LrespoE—E: Madam Chairman, I have a couple of questions to put. Do y 


you think it is possible to keep this plan as a pension plan and, as you sug- 
gested, I believe, take care of all these other cases in other ways or under a 
complete welfare policy? I am thinking of the possibility of separating the 
pension plan and leaving it as a pension plan, and then dealing with this other 
matter, the old age security program, and then filling the gaps as is needed by 
a welfare policy. I am thinking of three stages. 


Mr. Harpy: Well, if I might make a comment in that connection, the 
Canadian Welfare Council sees in the proposal which is now before your 
committee and which has been before the house a plan which involves some 
degree of subsidization built right within the plan and financed from con- 
tributions. We think if you extend subsidization substantially to certain groups. 
then at least you ought not to finance this part of the program fully from 
contributions. Further, we think that if you can deal with people in a category 
handling with a kind of streamlined processing such as the Canada pension 
plan involves that there is an advantage in taking care of as large a portion 
of public need as you can do in this manner in fairness to the people concerned. 
Therefore, if part of this supplementation, if you will, was to be taken outside 
the plan we think it cught, in fact, to be a parallel to the plan; it ought to run 
in double harness with the plan. We think it can operate inside the plan if you 
recognize the need to pour some money in from general revenues and do not 
meet the whole burden from contributions. 


Mr. LeBorE: I do not believe you got the point I was trying to make. 
Perhaps if I put it as an observation you will be able to see what I am trying 
to put forward. 

As an observation, it would seem to me we should be dealing with the 
Canada pension plan as a pension plan. We have the old age security plan 
already. We could make these increases in that plan. We could have a pension 
plan aside and separate from it and, as I say, make the necessary increases. 
in the old age security. Then, as the Canada pension plan moved along it 
would diminish those that were not taken care of under plans which come 
under welfare. Then, we would have the three different things, as you say,,. 
all in the same harness or, in other words, on the same double-tree, but each 
one carrying its particular load as required at any particular time. 

Mr. Harpy: Yes. One thing that concerns us here is the length of time 
over which the Canada pension plan becomes fully operative in terms of 
benefit because of the quasi-funding concept and, therefore, we think that 
certain problems that would result in this transitional period, if you will, 
ought to be identified and dealt with as an adjunct to the plan. 

Mr. Lesor: Rather than separating it or departmentalizing it as we have 
in the past. The old age security program has been in existence now for a 
good number of years and it seems to be working very, very well. Do you 
not think that the Canada pension plan could operate as a parallel to rather 
than being mixed up with the old age security plan? 


Mr. Harpy: Well, I have used the word “adjunct” to the plan, and I 


think you could say that such measures might operate within the plan in the _ 


terms of a legal definition or outside the plan, but they ought to be devised’ 
and implemented in the same timing as the plan. 


Mr. LeBorE: Thank you. 
Mr. Iverson: Could I add a word to that answer? 


Mr. FRANcIS: Madam Chairman, I wanted to pursue this. It occurs to me . 
that one of the great virtues of the brief is the balance in it. It has looked ~ 


not only at the advantage of a social insurance measure but it also has said, 


ee a 


ig Bien hh Pe i posal MaMa an Raunt, ghia ts SA hei i ak NN 
CANADA PENSION PLAN 1003 


for example, that the Sandeode of public Meiers must be looked at and 
reviewed. The brief itself has indicated that no social insurance measure can 
stand on its own feet; it has gaps. There are universal benefit programs; 
there is public assistance, and then, of course, there is the means testing, 
and so on. You will recall many criticisms of social insurance measures; it is 
not what it is but what it is not. 


In paragraph 52 you are recommending the removal of the ceiling on 


total benefits that can be paid to any one family in regard to a flat rate 
benefit for orphans. This is a social insurance program which has a maximum 
contributory benefit of $104 a month. Say, we were to adopt this $64 widows 
benefit and $25 a month for orphans; if there are 10 children, for example, this 
would be $250, and $64 for the widow. How far can we go within the frame- 
work of social insurance and still maintain any consistency within the benefit 
structure? It seems to me that such things as Mr. Leboe was speaking of 
have to be considered in the brief. I wonder if any member of the council 
would like to pass a comment on this. It seems to me that this is inherent 
throughout the criticism. 

Mention is made of the people who are under $600 a year earnings and 
then you say $75 is not adequate for them. That adds up to $900 a year or 
$51 a month, $612 at retirement. There is the whole question of adequacy and 
its relationship to social insurance benefits. I hope I have interpreted the 
comment which was made a moment ago correctly. 


Mr. Harpy: I will start with a partial comment and hold Mr. Iverson in 
reserve for another minute. 

It would seem to me that there is something essentially wrong in the 
concept that your financial provision for a family where orphans are left has 
a certain degree of adequacy if the number of orphans is three and quite a 
different degree of adequacy if the number of orphans is 10. While it may 
not be possible to finance this in an actuarial sense or in a contributory sense 
under the plan per se, I see nothing wrong with identifying such cases and 
saying, ‘““We feel that where the contributory method of financing is not ap- 
propriate to meet the full cost we will regard this as part of the responsibility 
of the plan to be met from general revenues”. The reason for doing so is that 
the handling of this family’s need is in the terms of the Canada pension plan. 
This has to be the least cumbersome method of handling the family’s financial 
need. 


Mr. FrANcIs: If this is so, how do we approach adequacy, because at every 


point where we ask what is an adequate benefit, you say that either it is more 


than $39 a month, or whatever it is. The welfare council, however, does not 
give us any method of approaching the problem of what is an adequate benefit. 
As you concede in your brief, it varies from place to place. Does anybody in 
Canada set any standard of minimum adequacy to which we can point? Can 
you tell us how we determine the procedure of adequacy? It is highlighted 
very specifically in the case to which Mr. Hardy has referred where there is a 
widow and children. You say that $300 a month is approaching adequacy 
because there are enough children perhaps, but obviously this reduces it to 
the form of a subsidy. Can universal benefit measures approach adequacy in 
this kind of situation? 

Mr. Harpy: I have one further brief comment which I should like to make 
on this. I think one must be aware of provisions in the plan which expose the 
differing proportions of adequacy and the very sharp differences. If one is 
trying to ask what is adequacy, this involves a study. We think it involves a 
study of the family. We suggest that one might have a different figure in rela- 
tion to a couple to that of a single retired person, for example, and also the 


sum of two single retired persons. I think it would be presumptuous for us 


to say we could answer it here this morning. 
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Mr. Francis: Is this not an area where social or public assistance still 
has a contribution to make? 

Mr. Harpy: We have recognized this point, but we also say that it is 
unfortunate if there is an apparent coverage of a financial need in the plan, 
but the degrees of adequacy vary so much by such things as your ceiling on 
the payment to orphans that you in fact take marginal cases out of ready 
access to the alternative means of aid because it is thought they are dealt with 
here under the Canada pension plan. 


Mr. FRANCIS: Has the welfare council any statement from the government 
in which the government has said that the minimum benefits under old age 
security, or old age security and the Canada pension plan, are minimum ade- 
quate benefits? Has the government ever taken this position to your knowledge? 


Mr. Iverson: Madam Chairman, there may be a problem of interpretation 
or misinterpretation. Of course we did look at the government statement in 
the white paper. 

Mr. FRANcIs: Which I think is very careful. 


Mr. IvERSOoN: Reasonable. It may be, as I say, a case of different interpreta- 
tions of that word. 

May I perhaps comment very briefly on this general line of questioning? 
I believe Mr. Hardy, in his original summary, pointed out one of the fund- 
amental motivations behind this brief, namely, that in the council’s view the 
means tested assistance approach should be a residual measure. Within that 
context, we advance a number of, what we hope are, positive recommendations. 


Mr. FRANCIS: You did very well. 


Mr. Iverson: Therefore, it follows from that premise, we are arguing, 
that all the risks and protections and degrees of social adequacy that can be 
built into the central pillar should be built in. For example, in the committee’s 
discussion the observation was made that it seems somewhat inconsistent to 
be able to provide for a dependant spouse and children if a contributor dies 
but not be able—I am looking at it now mechanically from your point of 
social insurance—to provide for the dependants, either spouse or children, of 
a contributor who becomes disabled, either from the point of view of what 
is good social policy or what is possible and proper under a social insurance 
approach. 

So, as you will have noted in the brief, we tended to be less precise in 
making a separation between those complementary provisions which we think 
could be, or perhaps even should be, financed from general tax revenue and 
those which could be brought in under the contributory financing. The exam- 
ple I have just given might be appropriate for use in contributory financing, 
whereas the plan for getting in present day widows and children might be 
more appropriate for an infusion of general tax dollars. We have not attempted 
to spell out precisely which of these recommendations should go into contrib- 
utory dollars or which should come out of the general tax dollar. The prin- 
ciple is to make this an inclusive plan where social adequacy has an even 
stronger force than the concept of equity amongst contributors. 


Mr. FRANcIs: In relation to the concept of adequacy itself, I would like 
to just put one last bit into the record. 
In paragraph 21 the welfare council states that: 


The council has been unable to find evidence that the 25 per cent 
of prior earnings ratio resulted from a careful study which demon- 
strated that that particular ratio would result in actual benefit levels 
appropriate to the objective of ensuring a socially acceptable level of 
income for those relying on the benefits, including the flat rate pension, 
as their sole means of support. 
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I would like to refer briefly to what I think might be a reasonable ex- 
planation of the 25 per cent figure in the figure quoted by Mr. Munro a 
minute ago. Mr. Munro called to my attention that he misread one figure. 

For $300 per month earnings, $138 benefit single, or 36 per cent of previous 
earnings, instead of 41 per cent. 

Briefly speaking, a yardstick has to be use at some point. One might 
suggest that the yardstick that was used was for an average of payroll earnings 
of something like $3,600 per year to provide a benefit at retirement of roughly 
two thirds of the earnings for a husband and wife retiring at 674 years— 
which is as nearly as we can determine the actual age at which most retire- 
ment does in fact take place. 

There is not much statistical evidence on this, but where you can find 
evidence this seems to be an acceptable age—two thirds of the earnings at 
674 years retirement, at an average payroll of $3,600 is $200 benefit and $201 
is provided, which is 25 per cent of the benefit which comes from the earnings 
related Canada pension plan component. The remaining 42 per cent of the 
benefit comes from the $63 a month which should be available to husband 
and wife, assuming they were the same age. If the wife is a year or two 
younger, as Mr. Cantelon pointed out, the percentage will drop, but not very 
much. This is a rough yardstick, a starting point. 

A social insurance measure has to be somehow related to some standard 
of previous income prior to retirement or it does not serve its purpose as a 
social insurance measure. I certainly welcome the attention to the gaps and 
possible extensions that have been pointed out very ably by the people speak- 
ing, but it seems to me a good deal of the criticism that has been directed 
at the program said, ‘‘We blanket in here, we blanket in there’. The basic 
question to which I come back is as follows: On what basis do we blanket in, 
on a universal benefit old age security type of approach? Do we blanket in 
perhaps through a strengthening and improving of a much more pinpointed 
type of assistance? I wonder if the members of the delegation would like to 
comment on this? When they speak of blanketing in, could they be a little 
more specific on the kind of measures they are recommending? 


Mr. Harpy: I find it very hard, Madam Chairman, to be more specific 
than we have been. We have discussed this point in response to a number of 
questions. We have tried to suggest alternative mechanical means of relating 
supplements to what is contemplated is available now either within the plan, 
but with financing from general revenue, or as an adjunct to the plan devised 
but in a legal sense outside the plan. To try and take it any further would be 
misrepresenting the amount of time we have had to go into this, the amount 
of work we have been able to do on the subject. 


Mr. CéTE (Longueuil): My question is very relevant to this, Madam 
Chairman. 


Mr. Hardy, you were recommending in your first statement that subsidiza- 
tion would be forwarded for people in the lower brackets or for people whose 
earnings are not high enough to participate in the plan. You also said that 
these subsidizations should not come from the funds of the plan because you 
think that would not be fair to take it from there. 


Mr. Harpy: When you have a contributory scheme there would seem 
to be a limit to the extent to which you can give special aid to special groups 
within the scheme and expect others on the contributory basis to have their 
returns scaled down in order to convey these special benefits to others. There 
is already an element of this in the plan. The council has not criticized this 
element in the plan; the council has supported it. However, I think that the 
viewpoint is that there is a limit to the extent to which there can be a 
redistribution pattern within a contributory scheme. 

217423 


cay 


; 1006 


some of the dimensions of the shifting ought to be the product of further study. 


Ce Tey ee RT: NRSC PLUMES TPO STEER Bee 1 
Herta s dau ree Wi 


4, 


Mr. Francis: That is right. 

Mr. Luoyp: We all agreed to that. 

An hon. MEMBER: With the external bein 

Mr. Harpy: With the external subsidization. 

Mr. Coté (Longueuil): Maybe the suggestion you qoute make would be 
that the old age security payment should be increased for the people who can- 
not participate or who are in the very low bracket. ; 

Mr. Harpy: We have put our point on that in our statement. I do not think 
we have anything to add. 

Mr. COTE (Longueuil): Do you recognize the fact that this plan is fair 
and that it now is impossible for us in this plan to make payment for people 
who did not particate, or who are in the very low bracket of earnings; that 
is, it is almost impossible through this plan. 

Mr. Iverson: I think recognition, in general terms, is given to the point now 
being made, when the brief suggests that they may be directly or indirectly 
involved. We believe that this should occur in the general context of the Can- 
ada pension plan. A point which I do not think has been made and which 
certainly appeals to me as someone in public welfare is the psychological value 
of the social insurance approach. This is a point in passing. 

Mr. Cott (Longueuil): Do you recognize that through this legislation it 


is impossible to increase the old age benefits for people who did not participate. 


It would take an amendment to the old age security to provide for these people. 


Mr. Harpy: I think we must be careful here that something is not being — 
put into our mouths which is not contained in our brief. We have indicated 
we favour certain modifications within the plan; we have indicated we recom- 
mend certain supplementation to the plan. We do not say that you cannot make 
changes; in fact, we advocate changes. However, we do suggest there are limits 
to what, in fairness, ought to be done within the plan, and we suggest that 


{ 


Mr. COTE (Longueuil): But not through this plan, because you say subsidi- 
zation should come from another source. 

Mr. Harpy: We think we have covered our view on that in saying we 
think certain things ought to be an adjunct to the plan either within or outside © 
its formal legal terms. | 

The CHAIRMAN (Hon. Mrs. Fergusson): Do you have any other questions, 
Mr. Coté? 

Mrs. Rideout and gentlemen, we have only one more name on our list, Mr. 
Cashin. 

An hon. MEMBER: He will take an hour. 

Mr. Casutn: I will not be an hour. We have heard a good deal of criticism 
to the effect that the benefits are higher for the higher income group and low 
to the low income group. Do you accept the principle that the lower income 
groups should have an opportunity to contribute, bearing in mind two things; 
first, that so far as maintaining their retirement income in proportion to their 
earned income in their lifetime is concerned, it is a higher proportion; and, 
second, as their incomes increase, as we hope they would, they then would 
have a greater opportunity to prepare adequately for their old age than they 
would if they were excluded from the opportunity of joining a contributory © 
plan. 

Mr. Harpy: The Canadian Welfare Council has indicated general support — 
for the Canada pension plan which is a contributory scheme. | 

Mr. CAsHIN: Even though it has been pointed out that the higher benefit © 
is in the higher income group, in fact the man who earns under $900 or $1, 200° 
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a year still gets 100 per cent of his income on retirement. It seems to me, if we 
were to agree on a figure, that $1,500 is the minimum needed on retirement 
and that perhaps we should make provision for a guarantee of $1,500; but, 
having done that, we would still find instances, if we accepted the contributory 
pension plan, of cases where the higher income bracket receives higher benefits. 

Mr. Iverson: As I believe Mr. Hardy has pointed out, we do not question 
this except in so far as it has what we consider to be the negative result at 
the lower end of the scale. ! 

Mr. CasHin: My point is that if this were raised to $1,500 or $1,200 instead 
of $900, or $1,500 instead of $1,200, you have to provide a minimum, and then 
you would still have the higher income groups with higher actual earnings. Do 
you feel that with a plan of this nature we really are laying the groundwork 
for a sort of balanced approach to social security which hitherto has been 
unknown in this country and that now we will have an opportunity to review 
in a balanced light the whole problem of social security? 

Mr. Harpy: I wonder what sort of an answer you expect us to give to this 
question. 

Mr. AIKEN: May I ask a supplementary question? Mr. Hardy, you are ap- 
proaching this plan as a contributory plan and not as a welfare plan, and on that 
basis I assume you are approving of it in your brief; is that correct? . 

Mr. Harpy: For its social welfare implications. 


Mr. ALEXANDOR: Madam Chairman, I wonder whether Mr. Cashin’s last 
question might be answered by quoting the statement of the Minister of National 
Health and Welfare which was made in the House of Commons when she in- 
troduced this legislation in July, 1963. She described the Canada pension plan 
as the next natural step in providing rounded welfare legislation in Canada. 


Mr. CASHIN: And this is only a step. 
Mr. ALEXANDOR: We think it is a very substantial step. 


Mr. CASHIN: But, because we do not have all the answers now, do you think 
we should stop? 


Mr. ALEXANDOR: Oh, no. 


The CHAIRMAN (Hon. Mrs. Fergusson): On behalf of the members of the 
committee I would like to thank you very much, Mr. Alexandor, and through 
you all the other members of your delegation. Also, I think I should express my 
appreciation to many of your staff members who were not on the delegation for 
presenting a very interesting and worth-while brief. I think it is apparent, from 
the searching questions which have been asked, that the members of the com- 
mittee are deeply interested in what you have had to say and that they are 
anxious to take it into consideration. I do want to thank you very much for the 
work which I know had to be done before this brief could be presented here; 
also I would like to thank you for taking the time to come here to be with us. » 


Mr. Munro: Madam Chairman, I would like to move a motion to express 


_ our thanks to this delegation for their co-operation in being here. 
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Mr. KNOWLEs: I second the motion. 


Mr. Basrorp: Madam Chairman, I wanted to point out to Mr. Alexandor that 
the other day we had before us representatives from the Canadian Life As- 
surance Officers Association who expressed great concern about the poor of this - 
country but who, on examination, had never heard of the work the Canadian 
Welfare Council is doing for the poor. On being examined on this by me, they 
offered to make a contribution. ! 

Mr. ALEXANDOR: One distinguished member of the Canadian Life Assurance 
Officers Association who is in this room is very well aware of what the Canadian 
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Welfare Council is doing, Mr. Anderson, a former chairman of our executive 
committee. 

The CHAIRMAN (Hon. Mrs. Fergusson): We will meet again this afternoon 
‘at 2.30 in this room. 


AFTERNOON SITTING 
FRIDAY, January 15, 1965. 


The CHAIRMAN (Mr. Cameron): Gentlemen, we have a quorum. The first 
brief we have for this afternoon will be one submitted by the Congress of 
Canadian Women. Mrs. Helen Weir is the national president. I wonder if she 
would mind coming forward and introducing herself along with the members 
of her delegation to the committee and explaining her organization, and then 
proceeding with her statement. 

Mrs. Helen WEIR (President of the Congress of Canadian Women, Toronto): 
Mr. Chairman, and ladies and gentlemen, I would like you to meet the members 
of our organization. First of all, I am the president of the Congress of Canadian 
Women, and here we have Mrs. Kerttu Laakso, Mrs. Mary Prokop, Mrs. Alice 
Maigis, and Mrs. Violet Dewhurst. In addition we have Madame B. Gelinas who 
is a member of the family league, which is an organization affiliated with the 
congress. 

Our organization has been conducting a campaign on the question of old 
age pensions specifically, and the question of the pensionable age. You have 
already received copies of our brief on this question, and you have been able 
to study it. But I would like to make a few introductory remarks. 

We have come before you to make one main point with respect to the 
proposed Canada pension plan, namely, in connection with the old age security 
portion of it. 

We believe that in order that the plan have a sound foundation it must be 
firmly based on today’s realities and at the same time look ahead to develop- 
ments that are in process. 

You have already received and we hope studied the brief which we 
prepared. In the brief we propose that the age at which all Canadian women 
will receive the full and unconditional old age pension be lowered from the 
70 years as at present to 60 years without a means test. 

The stresses and strains of modern living and working in an intensely 
speeded-up economy lead to exhaustion at an earlier age. In this situation women 
are under a particularly heavy strain—in their triple role of mother, citizen and 
worker. Many women of 60 are either unable to keep on working or forced to 
continue despite impaired health. Many others because of their age, cannot find 
work or are laid off with little or no hope of re-employment. This is particularly 
so today when new techniques and automation are displacing more and more 
workers: when ther is chronic mass unemployment and when every year great 
numbers of young people are coming onto the labour market. 

We take pride in the fact that society has progressed and advanced know- 
ledge cuts down on the labour power needed to run our industries and our 
country. But we feel that all of our people should benefit from this fact. 

January 11 press stories of the report of the Economic Council of Canada 
states that by 1970 Canada needs 1,500,000 new jobs. This fact too accentuates 
our claim that it is necessary to make it possible for people to retire at an earlier 
age, that is, generally. Mugh Garner, writing in the March 21, 1964, Star 
Weekly said and I quote: 

Thousands of Canada’s old age pensioners are the forgotten poor of 
our affluent society, living in mental hospitals, poorhouses, nursing homes, 
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garrets and flophouses, or with children who are often fed up with them. 
They are almost all desperately lonely, and many of them are actually 
hungry. They exist rather than live, through each 24 hours that bring 
them closer to death. 

We may have conquered most diseases, and be on the threshold of 
interplanetary travel, but we know and care less about taking care of our 
old people than do the most ignorant African tribesmen... 

The elderly citizens of this country, are as individual now as they 
were as young people, good, bad, friendly or cantankerous. They refuse. 
to be lumped together under a catch-phrase, and many refuse any help 
that is offered them—if it threatens their independence as people. As one 
old woman told me, ‘I am not a senior citizen, I am an old woman.’ . 

In 1963, 962,884 Canadians were receiving old age security pensions 
from age 60; 103,106 others, between 65 and 69, were receiving old age 
assistance, after a means test. Together they number well over a million 
or one out of every 18 citizens. Here I am speaking only about those old 
age pensioners who do not live with their children, in hospitals, nursing 
homes or homes for the aged, but by themselves enjoying as long as they 
can the individual freedom and independence they have striven for all 
their lives. They eke out a bare existence on $75 a month plus up to $20 
from municipal and provincial governments. We think we are doing 
a great thing when we give them reduced admissions to movies, a few 
matinee seats at a theatre, a picnic or a bingo game. What most of them 
really want, and need desperately in most cases, is a monthly pension 
big enough to give them their dignity, a means to companionship and a 
better life, and the respect, both of the public and of the government, 
they deserve. Most of our poor old age pensioners did not form the com- 
panies, buy the bonds, or invest their incomes in this wide, rich forgetful 
country of ours. They did other things just as important however. They 
swung the picks and felled the trees and ran the threshers and laid out the 
railroads, dug the mines, and built our towns and cities. And the women 
raised their children on pre-union level wages, taught them morality 
and religion and what passes for the decencies of living. And most of 
them soothed away our fears, bathed us, bandaged our fingers, and wiped 
the very noses that made us the people we are today. We, in our grati- 
tude, throw them an extra $10 a month now and then as an election 
bribe, or to assuage our lack of interest or our guilt. 


We feel that Canada can afford to lower the pension age and to in- 
crease pensions. The vast accumulated and growing wealth of our country 
rests on the labour of succeding generations of working men and women. 


We have circulated a petition asking to have the universal pension age 


lowered to 60 for women to obtain a sampling of opinion across the country. 
We conducted a campaign for signatures. We have thus far secured to date 
3,960 signatures in support of these proposals. 

This affidavit from a notary public verifies this statement. In addition 
hundreds of postcards have been sent to the Prime Minister. 


Needed funds for an extended pension plan in keeping with our highly 


industrialized economy and great national wealth can be made available. 


(a) by levying a proper tax on the great accumulations of private cor- 
porate wealth and profits which have come out of the labour of 
Canada’s working people. 

(b) by a drastic cutback in the sums now spent on armaments and 
using part of the money thus saved for pension purposes. 
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Let us make it possible for our older citizens to enjoy a well earned 
measure of comfort and decency in their declining years. 
Lower the universal pension age to 60 for women and to 65 for men. 


The French organization is currently conducting a campaign as well on 


the question of reducing the pensionable age to 60. They intend to continue 
with it and to be able to present a report to our government. The affadavit 
I refer to is from a notary public and it verifies the statement In addition 
hundreds of postcards have been sent to the Prime Minister concerning this 
question. I am sure many of you know about this fact. The important part 
of the argument is where are the comments coming from? This, ladies and 
gentlemen, constitutes my introductory remarks on this question. 

The CHAIRMAN (Mr. Cameron): Thank you very much. May I have a 
motion that the brief of the Congress of Canadian Women be made part of 
the minutes of today’s proceedings? 

Mr. KNOWLES: I so move. 


Motion agreed to. 


The CHAIRMAN (Mr. Cameron): What is the wish of the committee in 
regard to this affadavit? Shall it be filed as part of our library? 

Mr. KNOWLES: It is only one page, and perhaps it could be included in the 
appendix along with the brief—I mean a copy of it, of course. 

The CHAIRMAN (Mr. Cameron): Our usual custom at this time is to throw 
the meeting open for questions by the members. I presume you and your 
colleagues will try to answer them. The first on my list is Mr. Chatterton. 

Mr. CHATTERTON: Referring to your brief I recognize that your com- 
ments are directed primarily towards the old age security part of the bill. 

Mrs. WEIR: Yes. 

Mr. CHATTERTON: On the first page of your brief in the second last para- 
graph you say: 

We welcome the proposal of the government to introduce in the 
present session of parliament an extended Canada pension plan—a plan 
that is to be made up of the $75 old age security pension payable to 
all Canadians at 70, and the maximum contributory pension of $100. 


We thought this could be read as if you implied that all Canadians should 
in future receive the maximum pension under the Canada pension plan. Is 
that so? 

Mrs. WeErrR: Well, actually we refer to the proposal and we feel that 
anything will be an improvement. For example, while now the pension is 
$75, if our older citizens at the age of 70 could get $100, that definitely would 
be an improvement for them. We thought that today we should deal with 
only one specific aspect of the old age security plan, and that is the lowering 
of the age. We are not against a greater pension, not at all. In fact if it were 
$100 or more it would be beneficial. I am getting a little older myself and I 
am looking to the day when I can retire. But I believe that if we could lower 
the pension plan age we believe it would be of great advantage to the women 
of Canada if it were lowered to 60 years of age. When I get to be 60 years 
of age I want to know that I can get $75 or $100, or whatever is the current 
rate of the old age security pension. Whether I work or whether I do not 
work, whether I baby sit with my grandchildren or not, I want to know that 
I have that security on which I can fall back. This is the approach we take. 


Mr. CHATTERTON: I take it you have not made any study of what the 4 


Canada pension plan will do for those who will retire in due course. 
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Mrs. WER: I must admit that we have not made a thorough study of all 


_ the provisions in the Canada pension plan. I think there will be one aspect 


of it that will be very definite, and that is in the old age security aspect. 


Mr. CHATTERTON: Has it been brought to your attention that, for instance, 
in 1976, which is ten years after the Canada pension plan comes into operation 
if it is passed now, of the 1,888,000 Canadians who retire at age 65 over two 
thirds will receive not one penny out of the Canada pension plan? Has that been 
brought to your attention? | 

Mrs. WErR: No. 


Mr. CHATTERTON: We have asked for these figures to be checked by our own 
auditors. 


I would like to refer to page 2 of your brief where you say: 


We refer specifically to that part of the plan dealing with old age 
security, that is the proposal that the universal pension age at which 
every citizen receives the old age pension at 70 years and at 65 with 
means test. 


Are you aware that the proposal in the bill with regard to the Old Age 
Security Act is to make old age security available in future at 65 without a 
means test but at the reduced rate of $51? 


Mrs. WEIR: Yes, we are aware of that but we do not think that is adequate. 
We think women should receive the old age pension at 60 years of age at 
whatever is the going rate of pension, and that men should receive it at 65. 
We do not approve of the plan in that it says that at 65 you will get $51 rather 
than $75 as when you reach the age of 70. 


Mr. CHATTERTON: Let us say that the government does not accept your 
recommendation or even the recommendation that has been made by others that 
the $75 should become available at the age of 65 without a means test. Let us 
say the government does not accept that. Would you be in favour of the proposal 
that a reduced amount be made available at a lower age? 


Mrs. WEIR: At 65? Would we agree to the $51? Yes, that is better than 
waiting until the age of 70, and we would agree provided that when one reached 
the age of 70 one received $75 and not $51. 

Mr. CHATTERTON: The proposal in the bill is that when you choose to take 
$51 at the age of 65 that amount stays with you until you die. 

Mrs. WEIR: That is a bad aspect of the proposal because in that case one is 
talking oneself out of a great deal of assistance when one gets to the age of 70. 
You might live until you are 90 if you are lucky, and if you draw this at the 
earlier age you forfeit a great deal of security because you take only $51 a 
month. The amount that you draw at the earlier age does not compensate for 
what you forfeit. If a person is forced by circumstances beyond their control to 


_ask for a pension at that age, without the means test, they will be penalized in 


the: long run. 

Mr. CHATTERTON: At one point in your reply you referred to “your plan”. 
I would just like to correct what might be a misapprehension. I am not a member 
of the government. 

Mrs: WErR: I stand corrected, I mean the proposed government pension 
plan. : | 

The CHAIRMAN (Mr. Cameron): Mr. Basford. 

Mr. BasrorD: I wonder if Mrs. Weir would care to comment on the rather 
good scientific evidence that women are stronger and hardier than men. 

Mrs. WErR: I think that is true scientifically, and we are happy for it; and 
I am not being smug when I say that. But do the gentlemen realize that a 
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woman really works a double shift. all her life? If she happens to have to go 
to work as a professional woman, an industrial worker or a floor scrubber, 
a woman has a double burden to bear. She is the bearer of children; she plays 
the part of nursemaid, housewife, and companion to her husband. Actually, 
a working woman is burning up her energy on two fronts, and if she is socially 
minded she will be active in the church, in the home and school organizations 
and so on, and then she is working a triple shift and is therefore pretty well 
burnt up by the time she is 60. Although the medical evidence is that women 
live longer, believe me they are hardened to live longer because they have to 
work harder. That is true. 


Mr. BasrorpD: I was looking at your considerations on page 3 in respect of 
the universal old age pension being reduced to age 60 for women. Those con- 
siderations really apply, do they not, to spinsters and widows who have to 
support themselves? 


Mrs. WEIR: Widows and spinsters are really in a position in which they 
have to earn their bread and butter, but many many Canadian women, hundreds 
and thousands of them, are forced to go to work today to help to supplement 
the family income because the cost of living has gone up tremendously, as has 
the cost of education, and so on. Therefore, in most cases you will find that 
families are supported by the income of both father and mother. Sometimes 
the woman is working at a part time job, but sometimes it is a full time job, 
and actually the need for their work is an economic one for their families. 
They need the extra money for their families to bring them up properly and 
to give them an education and so on. So women really need that security. 

Not only that, but we go further and say that even the average housewife, 
who probably will not come under the pension plan as such since she will not 
be making the contribution in the same way towards it, deserves an old age 
pension just as much as I, who have been working, or any other woman who 
has been working in a profession or in an office or anywhere else. The plan we 
present is for every woman, regardless of her occupation, regardless of whether 
she is a farmer’s wife, a housewife or an industrial worker, a teacher, a pro- 
fessional worker, a politician or anything else. When they get to 60 years of 
age Canadian women should have this security, and the men should have it 
at 69. 


Mr. BASFORD: Why do you differentiate between men and women and say 
the men should have it at 65? Surely the man who has been in the bush logging 
ali his life is pretty wel burned out at age 60 also. 


Mrs. WEIR: As I said before—and I was not being facetious—we fell that 
women do have an extra burden to bear, and they are physically and morally 
tired people by the time they are 60. Added to that is the fact that it is much 
more difficult for a woman to seek employment nowadays. When you go to 
look for a job at age 35 or 40 you are told you are too old for a job. 

Mr. BASFORD: Those are considerations which apply surely to the spinster 
and the widow, with whose lot in life I have a great deal of sympathy. 


An hon. MEMBER: That is because he is a bachelor. 


Mr. BASFORD: Surely, whether the average housewife requires a pension 
or not depends upon the means of the head of the household. 


Mrs. WEIR: Regardless of whether he has $2 million in the bank, when she 
is 60 years of age she is entitled to the old age pension. 

We want to remember all the other arguments about the affluent society, 
the advent of automation, the need for more jobs for younger people coming 
into the labour market with each advancing year, and so on. By the time 1967 
or 1970 rolls around we will need a lot more jobs for the young people who are 
coming into the labour market, and if we retire people at an earlier age we 
will make room for the younger people coming into the labour market. 
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Mr. BASFoRD: Those are considerations which apply to a woman supporting 
herself, but they do not apply to the average housewife. 


Mrs. WEIR: They apply to every human being. 
Mr. BASFORD: I disagree. 


Mrs. WEIR: My mother was only an ordinary housewife, but she needs 
that old age security now. I think that situation applies to countless thousands 
of people. : 

Mr. BASFORD: You do not increase employment opportunities by giving 
pensions to non-working housewives. 

Mrs. WEIR: You have a point there, but when I made my point about the 
need to make available more jobs-for younger people, I had in mind that when 
people know that at age 60 they will have a certain security they will retire 
more gracefully, they will not force themselves to continue a job because they 
have to or otherwise starve to death because they have no security. 

The CHAIRMAN (Hon. Mrs. Fergusson): Do you have any more questions 
Mr. Basford? 


Mr. BASFORD: I have finished, Madam Chairman, thank you. 


Mr. AIKEN: Mr. Basford was asking questions along the line I had in 
mind, but I wonder if Mrs. Weir can tell us whether her group has made a 
study of the needs of the married woman as against the single woman and 
widow at age 60? It seems to me, as it does to Mr. Basford, that there is a 
distinction here. A social need exists for a person who does not have another 
source of income and who has no one to provide for her. We have to take the 
people in greatest need first, and I wonder if you have made any study to find 
out whether there is a difference in the needs of people in these three groups, 
that is to say married women, single women or widows. 


Mrs. WEIR: We have not made a particular study of that, but I will agree 
with you that their needs are greater; that is obvious. I revert to the main 
point we are making. If we are going to take into account the question of the 
needs of a woman who is a widow, for example, I would say that other provi- 
sions should be made under the pension plan to account for the fact she has 
no support so that her income is not impaired. But, when it comes to the ques- 
tion of the age limit for old age security I think it does not matter whether 
the woman is a widow or whether she is a housewife or is in a position to 
support herself, or whether or not she has any savings; the question is one of 
our society being able to afford a pension for people at a lower age, in this 
case, 60 for women, and 65 for gentlemen. 


Mr. AIKEN: Well, one of the principles we discussed is that in this sort 
of plan we have to consider people as a group rather than as individuals, and 
I wonder if you have any opinion as to the position of the man at age 65, 
which you could present. Is there a good reason for putting the man’s pension 
at 65 and the woman’s at 60, if it does not refer to the ability to make a living 
or any other factor? 


Mrs. WEIR: Well, we feel that a man’s opportunity to work and be produc- 
tive is greater and that they probably are able to continue labour under 65 
years of age. 


Mr. AIKEN: Now, you are getting into the economic field of need. 


Mrs. WEIR: Personally, if we could make it $60 for all citizens I would 
not be against it. If we retire gentlemen at age 60 neither I nor the members 
of my committee would argue against it. 


The CHAIRMAN (Mr. Cameron): Are there any further questions? 
Mrs. RiDEouT: I will allow Mr. Cété to proceed. 


Mr. C6TE (Longueuil): Thank you. I just wanted to say that if we could 
make a summary of your observaticns in your brief you do not at all criticize 
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the pension plan which we are studying at the present time but you wish to 
make recommendations in respect of increases - in the payments under the old 
age security program. 

Mrs. WEIR: No, we have no penkrtie : on the proposed Canada pension 
plan because we feel that any pension plan is better than nothing. At the 
present time we have an old age security plan paying at present $75 a month 
at age 70 and $75 a month at age 65 with a means test. But, that is the only 
security our citizens have at the moment. Anything that will be proposed in 
the way of a Canada pension plan will be an advantage to the citizens of our 
country, provided there are no disadvantages in it. 

I think the proposal the gentleman spoke about in respect of $51 at age 
65 for the rest of our lives is a disadvantage. That is a personal opinion but 
I think my committee will agree with me in that connection. Other than that 
I believe we generally would say on behalf of the members of the delegation 
than any plan that is proposed for the people of our country is of benefit to the 
citizens, with whatever limitations it has. But, we feel it would be strengthened 
a great deal if the citizens could have the security of a universal old age pen- 
sion when 60 years of age for a woman and when 65 for a man at the 
present level. 

Mr. Cote (Longueuil): I would like you to note that the plan does not 
oblige a person to take a pension at age 65, but he can choose to take it at 
age 65 instead of age 70. 


Mrs. WErIrR: I am not sure anyone would choose it if they were not forced 
to, if their back was not up against the wall financially, so they would have 
to choose to take it at age 65 without a means test, of course; but, it is a great 
disadvantage. That is my humble opinion. 


The CHAIRMAN (Mr. Cameron): Would you proceed now, Mrs. Rideout. 


Mrs. Ripeout: Mr. Chairman and Mrs. Weir, being a female member of 
this committee I feel I am obliged to make a comment. Personally, I look 
forward to being 60 years of age; they say life begins at 40 but, so far as I 
am concerned, I am hoping it begins at 60. In calling for more leisure time 
through an earlier retirement age does the congress believe that women have 
more need of leisure time in their old age than is the case with men, in view 
of the fact that women usually outlive men, at least according to the statistics, 
and spend less time in hospitals than the men do. 


Mrs. WEIR: Well, as a matter of fact, I would answer yes, they do need 
more leisure time. Most women are not really that free when they get to that 
ripe old age of 60; they are usually baby sitting with their grandchildren; 
they continue doing their household chores and, whether they are widowed, 
single or spinsters, they still have that occupation. But, it does not mean that 
this is any kind of leisure. 

A lot of women have to keep on working because they have not the 
financial security. We believe that if women at age 60 had this amount of 
security, then if they were still able to work, whether it be part time or 
whether it be full time, they would be free to do it if their healh permitted 
or if it was in their interest to do so. For example, they could do very valuable 
social work, to the limits of their interest and ability, but they would not be 
up against it where they would have to work regardless of whether they are 
60 or 65, beyond the limit of their strength. In many cases they are only 
tolerated on the job because they have been there a long time, and they can 
no longer fulfil the function they should as workers. That happens with teach- 
ers. We all have heard of teachers that are tired and their nerves are shot, 
but they still continue teaching because they have not reached retirement — 
age. There are really poor teachers who are not really a good influence on the 
children they are teaching. They are not making a good contribution as teach- 
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ers but they are forced to carry on because they have nothing upon which 
to fall back. 


Mrs. RipEouT: In front of all these men it worries me that we might be 
admitting things which may not really be so when we reach the age of 60. 


Mrs. WEIR: I think we should admit these things. I do not believe that any 
human being who sits pretty should say: “I have $60 a month or $75; that is 
all right. I do not want to do a job of any kind.” I do not think that is good. 
I think healthy ordinary human beings do want to work and contribute to 
society and to their family as long as they possibly can. Only the sick, 
the mentally sick and retarded people, do not want to work. Healthy normal 
human beings really approach work as a necessity, and this is a healthy 
thing to want to do, whether you are 67 or 75. 

I spent some time reading Dr. Penfield’s book on the second career 
and Dr. Marion Hillier’s comments about the reclining years and I agree 
that people should start planning their second career at age 40 and not leave 
it to government agencies and bodies to provide for them some sort of 
existence when you get older. As I say, it is a healthy thing to want to 
work and to have something to do, but it is much better when you have a 
certain amount of security behind you so that when old age does come you 
will have something to fall back upon. And, you will have earned it. 


Mrs. RipEoutT: Thank you, Mrs. Weir. May I compliment you on the way 
you have presented your brief and your arguments. 


The CHAIRMAN (Mr. Cameron): Would you proceed, Mr. Lloyd. 


Mr. Luoyp: I believe it was the welfare council that proposed to us that 
old age security should be provided at age 65 but be subject to an earnings 
test. Would you agree with that conclusion? 


Mrs. WEIR: No, I would not. 

Mr. Luoyp: You are not in agreement with the earnings test? 

Mrs. Weir: No. As I said earlier, I do not care if I have $10,000 in the 
bank or $100,000, or nothing; as soon as I get to age 60 I want to know that at 
that age there is this security for me and for my fellow citizen, for all the other 
women of Canada, and at age 65 for the men of our country. 

Mr. Luioyp: All right. 

Mrs. WEIR: No means test or anything like that. 

Mr. Luoyp: No retirement tests? 

Mrs. WErR: No retirement test. 

The CHAIRMAN (Mr. Cameron): Are there any further questions? 


Mr. KNOWLES: I did have a couple of questions but gradually they have 
been put. I intend to put a question along the line of a question Mr. 
Basford put, whether Mrs. Weir and her organization would wish this to 
be for a woman at age 60 regardless of status, single, married, widowed, or 
what have you, but we already have had the answer to that. Once we got 
that answer I had thought of calling your attention to the position of the 
Canadian Welfare Council, to which Mr. Lloyd has just referred, and also 
to a position taken the other day by the Canadian Life Insurance Officers 
Association. Both of these groups have at least suggested, although with 
strings attached, pensions for women at an earlier age. The life insurance 
officers association suggested that where a breadwinner has to retire, even 
below age 70, he be given the pension and that if his wife was age 60 or over 
that they be given a combined pension of $125 a month. That appears to be 
$50 for the wife over 60. 


Mrs. WEIR: Yes, cut rate. 
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Mr. KNOWLES: Maybe it was the other way around, $75 for the wife and 
$50 for the husband. 
Mrs. WEIR: That would be better. 


Mr. Know.es: As Mr. Lloyd pointed out, the Canadian Welfare Council 
this morning suggested that the flat rate old age pension, which currently is 
$75 a month, although the Canadian Wefare Council would like to see it raised, 
be made available to all breadwinners at age 65 provided they are out of the 
labour market. I already have heard your answer in that connection. But, let 
me make it clear in their defence they were not advocating what we used in 
the old days, the means test or the method we still use in respect of old age 
assistance, but retirement from the labour market. 

Then they suggested in cases where any breadwinner below the age of 70 
was on full old age security and if his wife was age 60 or more that she too 
be given the full old age security. I do not need to ask you my original ques- 
tion because you have given the answer clearly. But, suppose we are not able 
to persuade this Liberal government to meet the points you have made, would 
your organization be interested, or do you think the women of Canada would 
be interested, in moving in this direction, not having, let us say, pensions for 
women at age 60, if they are widows or if they are spinsters, out of employment, 
or if they are wives of husbands who are on pensions. I am not trying to lead 
you down a line you do not want to take. But, if you cannot get what you have 
asked for would some steps in these directions be good steps to take? 

Mrs. WEIR: Well, Mr. Knowles, I would like to ask my delegation to help 
me to reach a decision on this question. 

I would be inclined to say that any steps that improve the old age assistance 
would have to be looked at as progressive steps. But, I still think it is possible 
in our society today to meet the needs of the older people at the ages that we 
suggest. I think if everyone does that, and we work toward that end, we will 
find the means for it as well. 

I firmly believe that it is possible for us to be able to finance that sort of 
scheme on the basis of our society today and on the possibilities that we have. 
And, if someone needs additional assistance, for example, widows and women 
that are the breadwinners of a family, or breadwinners for themselves alone, 
perhaps some other measures could be taken through the Canada pension plan 
or through other agencies that would provide that for them. But I still insist 
that we should be able to afford to give old age pensions to. women at 60 
regardless of whether their husbands are working, whether they are on pen- 
sion or whether there are any other considerations. 

Mr. Basrorp: Mr. Knowles is asking Mrs. Weir to compromise and I do 
not think this is the right thing for a gentleman to do. 

Mrs. WeErIrR: You can always eat half an apple if you have to, but if you 
can have a whole apple, you fight for it. 

Mr. KNOWLE: I do not accept a bachelor’s interpretation. 

When I asked my questions I thought that Mrs. Weir might be interested 
to know that even the other witnesses to whem I referred had not gone as far 
as she had, but at least the idea of pensions for women at an earlier age under 
some conditions is being thought about by other organizations. The idea is in 
the field of discourse. 

Mrs. Weir: It only proves one point, Mr. Knowles, that there are other 
citizens besides ourselves who are interested in providing better old age security 
for the citizens of our country, but it does not lessen our demands at this point 
on this question of age. 


The CHAIRMAN (Mr. Cameron): If there are no more questions, I want 
to express, on behalf of the committee, our appreciations to you, Mrs. Weir, 
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and to you, ladies, for the brief you have submitted and for the presentation 
you have made. I assure you they will receive due consideration. 

Mrs. WEIR: Thank you, Mr. Cameron, and thank you, ladies and gentlemen 
of the committee. It was really delightful to be here and to be received by you, 
and we wish you the very best success in your deliberations. We hope that the 
outcome will be of great advantage to our citiens. Thank you very much. 

The CHAIRMAN (Mr. Cameron): We now have the senior women’s committee 
for pensions increase, headed by Miss Ethel Neilson, who is the chairman. Miss 
Neilson, would you please come forward and introduce yourself and the members 
of your committee. 

Miss ETHEL NEILSON (Chairman, Senior Women’s Committee for Pension 
Increase): Mr. Chairman, ladies and gentlemen, I am accompanied by Miss 
Margaret Bradley who is our secretary-treasurer and Mrs. Murray, who is a 
member of our committee. 

The CHAIRMAN (Mr. Cameron): We already have your brief, Miss Neilson, 
and all the members have had an opportunity to study it. Would you please put 
it in summary form and tell us what your recommendations are. That might 
facilitate matters. The members will then wish to ask you some questions. 

Miss NEILSON: The senior women’s committee for pension increase has 
studied the Canada pension plan very carefully and find that the bill is propos- 
ing to build up a plan to provide for retirement for people 10, 15 or 25 years 
from now and totally neglecting the people of today. The economic system of the 
world has changed rapidly even in the last 25 years, and, of course, no one 
knows how the people will live in the future. We are told that the past is gone, 
and there is no future, there is only today. When tomorrow gets here it is today. 

Our committee is concerned with the retired people of today. We all know 
no one can live on $75 a month as our people should live. The Senate committee 
on aging gave us the information that 56 per cent of the women and 40 per cent 
of the men in Canada between the ages of 70 to 79 are trying to exist on less than 
$1,000 a year; at the age of 80 the percentage is higher. 

Democracy is government by the people for the people, and we the people 
are informing the government that adequate provision must be made for those 
65 years and over. 

You know, probably of the petition our committee sent out across Canada 
from the Yukon to Newfoundland, and it would give the government something 
to think about if the members could read the thousands of letters and signatures 
that come in. 

I repeat, we are not concerned about those living 15 or 25 years from now, 
they will be able to take care of themselves in their own way, but we insist that 
adequate provision be made early in the next session of parliament and a free 
vote taken to raise the pension to $100 at 65 in ’65. I might suggest that you 
make it retroactive to January of this year. 

The CHAIRMAN (Mr. Cameron): Thank you, Miss Neilson. May I have a 
motion that the brief be included as an appendix to our proceedings? It is agreed. 
Are there any questions? 

Mr. CASHIN: Would you agree that if 40 years ago we had a compulsory 
contributory pension plan for all Canadians the fate of those of 65 would not be 
as bad as it is? 

Miss NEruson: I would think that any improvement and any progress made 
40 years ago would have brought about better conditions today, just as conditions 
that we bring in today will have an effect on the people 40 years from now. I 
think that our duty is for the people of today, that we must make provision for 
the people today and not for the people 40 years from now. 
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Mr. CasHIn: Let me say it again to see if I understand you properly. qe 3 
are saying we must make better provisions for the people today, but does that — 
mean you are saying to us we should make no provision for the future? 


Miss NrerLson: Not at all. Any progress is good, but today is the most urgent. 
A woman wrote to me just the other day and told me that her husband has been 
in the hospital for 20 years. She is between the age of 65 and 70 and she has been 
supporting her family. She has come to a point where she finds it difficult to con- _ 
tinue. Another woman told me her husband just passed on a couple of months 
ago and he had been in bed for six years. The stories that they tell when they 
write in are pathetic; it is really a shame. A great many people are not well 
when they get a little older, and I believe their drug bills are most objectionable. 
Some people tell me they have to pay for drugs as much as $30 a month. How 
they can do it on $75 a month I would not know. I think that this keeps our 
people without the proper food. A great many women tell us when they write 
that they do not have sufficient money for proper food. Fifty six per cent of the 
women and 40 per cent of the men in Canada at the age of 70 to 79 are living 
under those conditions. 


The CHAIRMAN (Mr. Cameron): Are there any further questions? 


Mr: MontTeItH: Mr. Chairman, may I ask you, Miss Neilson, whether your 
association or organization has given any consideration to the possible greater 
requirement for security the older a person gets? You mentioned a $30 drug bill 
per month as an instance. Have you made studies of whether or not, as one at- 
tains a greater age, the amount of old age security should be somewhat higher 
than it was before? For argument’s sake, let us say it is $100 now for a person © 
aged 70 years; should it be any greater at 75 years of age or 80 years of age? Have © 
you considered that at all? 


Miss Nrerison: I think that if people had a pension of, say, $100 at the 
age of 65 years, it would be of great help to them. Many women do some work 
that helps them financially, but I could not say whether they would need any 
more after they got older or not. I think that their needs are not as great in a 
_ social way. They do not go out as much in their eighties and they do not spend 
as much money in their eighties. I would not know whether they have an 
adequate living. We have not studied that and I am not sure that my colleagues 
would know. I think that our older people would not have to endure the 
illness and the misery if we had adequate means. 

As to a means test, I think it should be done away with. I would not 
wish a means test on anybody. I know that a good many people who are 65 
and could get the assistance do not want it because of the means test. 

Mr. COTE (Longueuil): Would you differentiate between men and women 
as to the age at which they are to receive their pensions, or would you say 
that 65 should be the age for everybody? Do you think it would be better if 
it were 60 for the women? 

Miss NEILSOoN: That is what we are interested in, that everybody should 
get a pension at the age of 65, because 40 per cent of the men across Canada 
who are 70 years of age are trying to live on their pension. 

Mr. COTE (Longueuil): You would not make any difference between men 
and women? In that case, do you disagree with Mrs. Weir on this? 


Miss NEILSON: I think everybody should get their pensions at the same age. 


Mr. AtKken: Mr. Chairman, I would like to ask Mrs. Neilson whether she © 
really has given any consideration here to the Canada pension plan; that is, — 
the contributory part. You really are not concerned with that. I believe you — ag 
said this is because it would be something for the future. Is that correct? a 


Miss NEILSON: Well, the people over 65 will not be contributing to it. Sy 
While the bill proposes to tie it to the cost of living, if the cost of living went — 
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up one per cent, it would give a person about 24 cents a day and if it went up 


~ 


2 per cent it would give them about five cents a ae That really is not any- 
thing at all. 

Mr. AIKEN: Relating your brief to the bill we are considering, you are 
interested in the old age security section of it and you say that it should be 
enlarged so that old age security is paid at an early age in a larger figure. 

Miss NEILSON: It should be paid at age 65 and should be at least $100 a 
month. 

Mr. AIKEN: So far as the Canada pension plan is concerned, on top of that 
universal pension I presume you are satisfied to have it added to on a con- 
tributory basis. 

Miss NEILSON: Well, the pension plan for the younger people who are 
going to contribute is not going to affect us at all. A great many of our senior 
citizens, even ten years from now, are not going to be here. It is the people 
who are here right now who are suffering. When I read these letters which 
come in I am appalled at the suffering of these elderly people who have made 
everything we have now in this country possible. I would like to see this done 
right at this next session of parliament. I cannot see how these people can go 
on as they are doing. 

Just imagine, in this cold weather, a man and woman who are elderly 
and who are living in someone’s attic without proper food and heating. If 
the yhad $100 a month at least they could get, perhaps, a little more adequate 
living accommodation and have sufficient to eat. 

Mr. Morison: Mr. Chairman, I see by your brief, Miss Neilson, that if we 
do give the pensioners another $25 a month it will cost about $275 million. 

Miss NEILSON: Yes. 

Mr. Morison: Do you agree with me that there is only so much money 
you can get your hands on. This can be in your own establishment or in your 
own community, or here in the country; or, do you feel there is an unlimited 
supply of money? 

Miss NEerLson: Well, I do not see any lack of it. 

some hon. MEMBERS: Hear, hear. 

Mr. Morison: We are very fortunate that after two years we have been 
able to give you that opinion. There was a time when there was not so much 
around. However, you did not answer my question. Do you think there is 
an unlimited supply? We have done a good job, but I think you will agree with 
me there is an end to it, is there not? 

Miss Nerson: I think, if you have the income, that you use it for things 
that are most necessary. 

Mr. Morison: You have not answered my question. Do you think there is 
an unlimited supply of money or can you agree with me there is an end some- 
where? 

Miss NerLtson: I do not know whether or not there is an end. 

Mr. Morison: Oh, well— 

Miss NEILson: But I do think— 

Mr. Morison: But I am not that optimistic. I feel that somewhere down 
the line there has to be an end to the amount of money available, and I think 
probably you would agree with me, really, if you did not think I was trying 
to load one into you. 

Miss NEILSON: When I look around at the things that are being done and 
the money that is being spent I would say that possibly parliament thinks there 
is an unlimited supply. 
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Mr. Morison: Thank you; I feel we have done -a Herculean job, too, but 
I feel that there are demands in every sector of government for more money 
and when I look at this $275 million I think of the money we have to spend 
on the education and retaining of our youth if we are going to give the economy 
the tremendous boost it is going to need. I certainly do sympathize with the 
problems of the aged. I have an aged mother living and also an elderly uncle. 
So, I am aware of the problems. However, I wonder whether we should look 
at the youth of the country and say we have to stop somewhere; let us try 
the best we can, without spending much more money, and look after the youth 
so that we can give a boost to the economy. 

Miss NrEILson: Do you not think that if $275 million a year was put into 
circulation it would give a boost to our economy? 

Mr. Morison: It would give a better boost if it were spent on retaining 
of the youth so that they again could produce and it would multiply. That is 
my thinking. I wonder whether you had given any thought to the matter along 
that line. 

Miss Ner~son: The youth are going to be educated. 

Mr. Morison: But it takes time. 

Miss NEILSon: It takes time, but remember that all the old age pensioners 
still are paying taxes; we ail pay taxes, you know, no mattter whether we own 
our homes or live in apartments, rooms, or anything else. 

Mr. Morison: Those making less than $1,500 do not. 

Miss NEILSON: We pay it indirectly. A person who is renting an apartment 
certainly pays a share of taxes. It is not the landlord who pays the taxes; it is 
the people who pay the rent who pay the taxes. 


Mr. Morison: I am aware of that; I pay my own. 


Miss NEILSOoN: We had a letter from a man in New Brunswick. He was 
one of the first to write to us. He was not a senior citizen; but he said he is 
in business and that when the last raise for the senior citizens came through 
his business enlarged considerably. He said that if the pension is raised again 
he knows he will do more business and he hopes it will come through. He has 
done a lot in getting signatures to our petition. 

Mr. Morison: Thank you. 

Mr. KNOWLES: I wonder if I might take a moment to congratulate Mrs. 
Neilson on her answers to Mr. Morison. I am sure she realizes the committee 
generally appreciated the kind of replies she gave. I must say that some of 
us do not agree with Mr. Morison that there has to be an end somewhere in 
social progress. I hope we will keep on making social progress through the years. 

I would like to ask you one question, and I hope it does not confuse your 
thinking at all. In your brief your position is very clear; you are asking that 
old age security be raised to $100 a month payable at age 65. As I say, you 
have made it clear. The two hang together; but in case we cannot get everything 
out of the Liberals, would you be willing to say to which you would give 
priority? Which do you think is more important—raising the pension to $100 
or lowering the age to 65? 

Miss NEILson: At first when we started this committee I thought perhaps 
from 70 years up was most important, but from the letters which are coming 
in, I find it hard to say, because I think it is most important to lower the age 
to 65. I could not say that one should be given priority over the other. However, 
we do know that at age 70 there are not many women who are able to carry 
on. Many women say they are doing this, doing that, taking in boarders, or 


doing some sort of thing, but they do not know how long they can keep it up, a 
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-and when they cannot keep it up, they do not have anything but the $75. Those 
between 65 and 70 are in very desperate need. I just could not say. 

Mr. KNOWLES: I am sure you would welcome the support the Canadian 
Welfare Council this morning gave to the idea that the old age ey pension 
should be made available at age 65? 

Miss NEILSoN: Yes, decidedly. 


Mr. KNOWLES: I have noticed you have been around here and have been 


interested in this whole matter. 


Miss Nreritson: Yes. I was amazed when the letters from the 65-year olds 


began to come in. 


Mr. KNowLes: May I get this clear. Initially your committee primarily | 


thought of raising it to $100, but because of the correspondence you have had, 
you feel consideration really has to be given to the plight of those between age 
65 and age 70. 

Miss NEILSON: Primarily we had in mind age 65, but I suppose our thinking 
had not quite come down to age 65. However, in our petition we have asked 
for the age to be lowered to 65. 

The CHAIRMAN (Mr. Cameron): Does that complete the questioning? 

Mr. BAsForD: What is the size of your committee? 

Miss NEILSON: There are just four of us. 

Mr. BAsrorpD: Thank you. 

Miss NEILSON: We have sent this petition right across Canada. We have 
had letters in every newspaper in Canada.When they write in and ask to have 
their name put on the list, we send them a letter thanking them and telling 
them we cannot do it. We ask them to send in a petition form and request them 
to fill it out. That is the way these petitions have come in. 

There are very few of them who fail to come back and say “‘Send us another 
petition form,” or who fail to write all the way from Newfoundland to the 
Yukon and ask for petitions. 

The CHAIRMAN (Mr. Cameron): Your whole organization consists of four 
women. 

Miss NEILSON: That is right. | 

The CHAIRMAN (Mr. Cameron): And you have done all this by yourselves? 

Miss NEILSon: That is right. 

Mr. Luoyp: In your letters do you attempt to find out whether they are 
against the means test in providing for old age security at 65 or 70? Is that what 
they complain about? 


Miss NEILSON: Yes, they do complain about the means test. An old lady said — 


to me: “I have $1,000 in the bank, and I can earn $400 under the means test, 
but for an elderly person who has to spend everything he has, and to get down 
to as low as $1,000 and who is unable to work at all, it becomes pretty frighten- 
ing. One women told me that her husband is about 20 years older than herself, 
and she is in her early sixties. She said that the way I see my savings account 
melting away, I am just scared to death. 

Mr. Luoyp: Let us forget about the argument for resources, and let us 
say for the moment that the test which is applied is done with good judgment. 
There are many people who do have some earnings and who are still working at 
the age of 65. Would you be satisfied if they reduced it to 65 and that the 
earnings would be applied as a test, not the income, not the money in the bank, 
not the property, but rather the earnings applied as a test? Would that be a 
gain, do you think? How would you feel about it to have just simply an earnings 
test, whether or not they have retired and are > not earning beyond a certain sum. 
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Miss NEILSON: We do not feel that a means test is a good thing. 

Mr. Luoyp: This would not be a means test in the ordinary sense of the 
word. When they investigate they would not want to know if you have property, 
or a savings account, but simply whether or not you are working and producing 
a certain level of income. Then if you go beyond a certain level in earnings, 
your pension would abate by a certain amount. Do you think that would be 
a gain? 

Miss Ne1uson: No, I do not think so. 

Mr. Luoyp: It would be a gain, but I wonder what the reaction would be. 


Miss NEILSON: From what I have heard, and from what people have told me 
about our getting social security assistance, when the supervisor comes, he will 
ask all kinds of questions. In some cases he may ask you how much money you 
have in your purse, and this would have a bearing on whether or not the 
assistance would be reduced. But that is a provincial matter of course. 


Mr. Luoyp: Miss Neilson, I was not referring to that kind of testing, but 
purely to the case of employment testing with regular earnings. I think you 
have answered my question. You think that they would prefer it even without 
a means test. 

Miss NEILSON: Yes. 

Mr. Luoyp: And finally, I have found in my own experience that many 
older people do not like to be dependant upon families and children. 

Miss NEILSON: That is right. 

Mr. Luoyp: Of course many of them do claim dependants’ allowances 
under the Income Tax Act, and I suppose the higher these payments go for the 
children they are claiming as dependants, the more they would have to pay 
in income tax, and that would be a good thing. 

Miss NEILSON: Yes. 

Mr. Munro: I want to ask one question. In one of the paragraphs of your 
brief you say: 

We understand that 4 per cent of the income tax goes to build up 
the old age pension fund. The prosperity of a country depends on the 
money that is spent and if the old age pensioners had $25.00 a month 
more it would be approximately $275 million a year which would give a 
tremendous boost to the Canadian economy. 


How did you come to the estimate of $275 million that it would cost? Is 
that an estimate for $100 a month at the age of 65 and over? 

Miss NEILSON: No, that was for $100 a month at the age of 70. 

Mr. Munro: Perhaps I might supplement my question a little further 
before Mrs. Neilson answers it by pointing out that the chief actuary of the 
government estimated that on January 1, 1965, there would be in Canada 
1,469,000 aged 65 and over, and 960,000 aged 70 and over, and. he went on to 
say that it would cost $1,190,000,000 in order to pay $100 a month to persons 
aged 70 and over. Your figure seems to be about one fifth of the estimate of the 
chief actuary. 

Mr. MontrvEITH: No. This is additional for those over 75. 

Miss NEILSEN: This figure of $1 billion was given to us by the deputy 
minister of the Department of National Health and Welfare, and it was for 
the age of 65 and over. 

Mr. Munro: Your figure is $275,000,000 for the age of 70 and over? 

Miss NEILSON: Yes, that is approximately the case, and Mr. Gordon told us 
it would come to a little bit more than that, but I do not know. That is 
approximately what it would be. As far as its coming to an end is concerned, 
I do not think that anything ever comes to an end. 
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Mr. Munro: No, I am not suggesting that anything is coming to an end. 
I am disagreeing with my friend. I just wanted to clarify the figures, because 
it was not quite clear to me whether you were talking about $100 a month as 
an increase from 70. 

The CHAIRMAN (Mr. Cameron): That seems to be the end of the ques- 
tioning, and I thank you for coming here and presenting your brief and for 
the explanations you have given us. Let me assure you that it will receive 
careful study. Thank you very much. 

Miss NEILSEN: Thank you. 


The CHAIRMAN (Mr. Cameron): I do not want you to leave unless it is 
necessary. 

Miss NEILSON: We did put this brief in, did we not? 

The CHAIRMAN (Mr. Cameron): Yes. 

Miss NEILSON: We thank you for receiving us this afternoon. 

The CHAIRMAN (Mr. Cameron): Now we have Mr. Anderson with us. 
I know he is willing to come back to answer a few more questions. We appre- 
ciate the fact that he has been with us this morning and this afternoon and 
we hope that he may have received something interesting out of it. 

Mr. KNOWLES: I move that Mr. Anderson be made a member of the 
committee. 

Mr. W. M. ANDERSON, F.A.S. (Chairman, North American Life Assurance 
Company of Canada, Toronto): Now that you have arranged it that I could 
listen to you yesterday afternoon, this morning, and this afternoon, perhaps 
you might authorize Mr. Guitard to append any remarks I make today as an 
appendix to the submissions made by these ladies’ organizations with whom 
I would be very happy to be associated. 

Hon. Mr. SMITH (Queens-Shelburne): The Chairman will please observe 
that I have raised my hand. 

The CHAIRMAN (Mr. Cameron): Yes. The first will be Mr. Knowles, then 
Mr. Coté (Longueuil). 

Mr. KNOWLES: I have already had my first round, so I shall be on the 
second round. 

Mr. FRANCIS: I would like to ask Mr. Anderson, through you, a question 
relating to the prediction of rates under the Canada pension plan. 

One of our witnesses before the committee indicated that the problem of 
integration with private plans was related to the fact that you could not fore- 
tell what the rates of the Canada pension plan would be 15 to 20 years from 
now. 

I would like to ask two questions. Does Mr. Anderson think it would be 
desirable to spell out through legislation what the contribution rates should be 
that far in advance for the Canada pension plan; and secondly, what is the 
practice under private plans? 

I know that Mr. Anderson knows this field very well. For how many years 
ahead, for example, are the contribution rates by employers and employees 
usually guaranteed under private pension arrangements? 

Mr. ANDERSON: Well, Mr. Francis, I mentioned the germ of the solution 
in my evidence, and you questioned Mr. Myers on it yesterday. 

The first point I would like to make is that if you are content, or if an 
employer is content, to integrate without making a profit there is no problem 
because he merely says, “I have to put so many dollars into the Canada pension 
plan. What would the Canada pension plan contributions have bought had they 
been put into my plan? I do not pay any attention to the benefits under the 
Canada pension plan; I merely say that my input is not going to change, and 
therefore since part of it is going to the government my output, in essence, 
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will change later. I will reduce ye person’s pension by what the Canada 


pension plan contributions would have bought had they been put into my 
plan.” He does not need to know what the Canada pension plan benefits are 
going to be as long as there is any subsidy at all in that plan; and I think 
everyone can take it for granted that there are no such things really as gov- 
ernment pension plans, looked at over-all, which have no subsidies. So he does 
not need to bother about the subsidy structure, nor does he need to bother 
about the pension contributions in the future, because he merely says that if 
and when the tax rates are raised by parliament it will mean so much less 
is going into his plan, and therefore the value of the equivalent benefits in his 
plan will be reduced later on. 

It is only when the employer for various reasons, including the reason 
that he may feel he is putting too much in the plan today, gets into the area 
of benefit that he runs into the problems of not knowing what the Canada 
pension plan benefits are going to be in future. So my answer on this part of it 
is really to the effect that if you are engaging in integration through the 
financial interchange method, which I described, there are no problems. 

The other part of the question was related to how far ahead private plans 
- guarantee. The typical provision in private plans—and I think you will find 
it in your own civil service superannuation plan—is that the government 
reserves the right at all times to alter the structure of the plan in respect of 
future service. It says to the civil servants, “For service up to this point there 
are rights established for you, but we don’t undertake to keep this plan un- 
changed for the rest of your service.” 

I think almost every private plan contains this provision, and they must 
contain it at the private level, although perhaps the government does not need 
it. The private plan must contain it because the employer has no assurance 
of his own ability to remain in the plan in the future as he cannot guarantee 
that he will put money into the plan at some future date. He may not be there; 
he may be bankrupt. So that all private plans make the statement—at least 
almost every one I have seen—that there is no guarantee of continuance of the 
plan in respect of his future service. So J think, putting it backwards, if I may, 
this means that even although the employer might not have any legal right, 
that is in law or by statute, to reduce contributions by the amount of the 
Canada pension plan contributions, he nevertheless has this contractual right 
because it exists in his own plan. 

Have I covered the matter pretty well? 


Mr. FRANCIS: I think so. I think it is very helpful. 

If I may paraphrase your opinion just for clarity, it is, Mr. Anderson, that 
this is not really a serious problem as far as the committee is concerned? 
The fact that the legislation does not undertake to set out future rates of con- 
tribution does not raise an insuperable problem as far as integration is con- 
cerned? 

Mr. ANDERSON: It may in a particular sense; and I think you should be 
aware of the sense. I have mentioned the point. If a private plan is now in 
such a position that it is regarded as being too expensive, in other words if the 


employer is in a position in which he claims that he must either now or later _ 


reduce his input into the plan, he may now want to integrate so that his ke 
term net input will be reduced. 


You have asked a leading question, Mr. Francis, and I trust you do not — 


mind part of the answer being leading. 
Mr. FrANcIs: Of course not. We are criticized for not having a specific 


provision, and I just want guidance from you and to know whether you think 


we should or should not have this provision. 
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Mr. ANDERSON: Let me put it in this way. You will not want this on the 
record; you might not like it, though it is not a party or government maiter. 

Take the problem of the civil service plan in which the process of inte- 
gration has been of the benefit character in part, because the first step is to 
reduce the contributions on both sides. The benefits in the civil service plan 
itself are going to be reduced for many people, including the people who are 
in transition and who are now 55, by more than the value of the reductions 
and the contributions. 

Perhaps I can put it more clearly in another way. Let us say a man goes 
into the Canada pension plan at age 55 and retires ten years later. This means, 
leaving aside escalation, that he will get $114.17 a month. His contributions to 
the plan, let us say, will provide the $14.17 so his net windfall is $90 a month. 
From the illustrations I saw for the civil servants entering the plan at age 55, 
it was apparent that they were not going to get $90 a month more pension 
than the civil service has been promising, so therefore the form of integration 
being used by the civil service plan is one that is designed to reduce the gov- 
ernment’s long term net input into the civil service plan. It may not reduce 
it in the long term in the sense that everyone is retired eventually, and the 
whole civil service will consist of people who went into the plan after it went 
into effect, so you can say the government has every right to change the plan. 
So they are not going to get the full benefit of the $90 windfall. 


Mr. FRANCIS: But they will get some windfall. 


Mr. ANDERSON: Yes, they will get some windfall, but let me give you 
an example of a man working for the North American Assurance Co. and a 
man working for the government, both men being of the same age and re- 
ceiving the same pay. Our plan is, let us say, over-all at the present time 
roughly comparable to the government’s plan, but we will let the man have 
the $90 windfall whereas the government is not going to let him have all of 
it. This illustrates the kind of problem to which the committee must pay 
attention. 

In other words, if there are other employers in the country—perhaps the 
banks—which are similarly situated to the government and find at this junc- 
ture that it is desirable to reduce the employer input into their plans, at least 
for their existing employees, they are going to have an awkward integration 
problem whether they are doing this to make a profit out of the Canada pension 
plan or whether they are doing it merely as a process of redesigning their 
plan for existing people. I am not worried about the question of their moti- 


vation; I merely say that if they are going to engage in that kind of thing _ 
there is an acute problem, and it would be useful to have the civil service 


illustrations put on the record. 


Mr. FrRANcIsS: There appears to be some difference between Mr. Kilgour’s — 


remarks the other day and your remarks. 


Mr. ANDERSON: Perhaps there is. If the employer is content that his real 


problem is not one of profit, he has no problem at all in making the integration. 

Mr. FRANCIS: The other question I wanted to ask is related to the brief 
Mr. Anderson filed, which I found very interesting. I wanted to ask some ques- 
tions concerning the contention of a chronic labour surplus and savings shortage. 


I do not believe all economists would agree with the analysis Mr. Anderson _ wa 


has made, and especially the contention of a chronic deficiency of savings. I 
would refer, for example, to the report of the Economic Council of Canada in 
the First Annual Review. I do not know whether Mr. Anderson has had an 
opportunity to look at this. At page 131 it is stated: 
—there would not appear to be any serious shortfall on the total amount 
of available savings, in the light of the rate of gross national savings 
indicated at potential output and the possibility of some capital inflow. 
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I recognize there are differences of opinion among economists, but does 
Mr. Anderson really feel there will be this shortage of savings and that the 
plan will have this effect? ; 

Mr. ANDERSON: Mr. Francis, at that juncture I was not examining the 
economic effects of the Canada pension plan. I was merely making the observa- 
tion that in a country that has had to import capital regularly over a great 
many years—we have had, as you know, a debit import balance on capital 
economy, and there is every prospect of having to import capital in the fore- 
seeable future—you must say it is a shortage of internal savings because we 
have had to use foreign savings in the development of the economy. As long 
as this is the case, you can make the statement that there is a chronic shortage 
of savings in Canada. We make more investment than saving. Perhaps it may 
not be true in the personal sector. You may say in the personal sector we 
do pretty well. Our net savings in the personal sector, expressed internationally, 
are relatively high. So there is a shortage somewhere else, perhaps in the 
business sector, perhaps in the government sector. Across the country we have 
a continuing shortage of savings, and it is evidenced by our continuing need 
to import capital. 

On the other question, that of a chronic labour surplus, you say there is 
a surplus existing in the labour market when there are more people seeking 
jobs than there are jobs available. This constitutes a surplus. Sometimes this 
may be technological; it may be the problem of people moving in and out of 
the market; or the unemployment rate may be high at times merely owing to 
the fact that you have a lot of vacancies that cannot be filled because the 
workers have not the right qualifications. But the view I have taken—and I 
think it was first developed by Lord Beveridge—is that you define full employ- 
ment as the condition where the demand for earnings is equal to the supply 
of earnings in your country. 

I have the feeling that in Canada the demand for earnings is substantially 
greater than the supply of earnings. It is evidenced. 

Mr. FRANCIS: This is not the problem in western Europe, for example. 

Mr. ANDERSON: Oh, yes. 


Mr. FrRANcis: Nor in many other parts of the world. 

Mr. ANDERSON: As I said, the supply of earnings has been much greater 
than the demand. It is hard to argue that Canada is in this position. We 
have not had to import labour as such, unless you take the view that our im- 
migration policy is the way in which we import labour. If you take that 
view, the immigration figures in recent years, as the chief actuary has pointed 
out, have resulted in a net nil immigration rate for, I think, the last three or 
four years. So, it seems evident on all scores that that is the kind of report 
you get from consumers in respect of the type of jobs where there is a scarcity 
which you can match against unemployment. 

It seems evident to me that we have been in a position where the demand 
for earnings in Canada exceeds the supply. If we get more automation I do 
not know how this will alter the situation. A lot of people are saying that 
automaiton is going to make these jobs scarce and that we will have to invent 
new methods and so on. I do not believe in a great many of these things. 
Our own experience has tended to be that while automation may conceivably 
cause a lowering of the rate of growth of the number of people working for 
you it tends to accelerate slightly the rate of growth of the earnings you pay out 
because with automation the quality in the labour force moves up, up and up. 
It may tend to offset any increase in the rate of expansion of the number of 
people, and this is all I mean. It seemed to me it was fair to use that as part 
of the premise. All I am saying is should not these two conditions at present, 
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be taken into consideration in analysing the form and levels of the transfer 
payments program? 

Mr. FRANCIS: I was particularly interested in Mr. Anderson’s remark— 
and I think he picked a particular appropriate group to make it to. He 
mentioned the approval of the government policies which would have the 
effect of making the position of a job relatively less attractive. To make jobs 
less attractive as a general policy seems a novel statement of public policy. 


Mr. ANDERSON: Is it not part and parcel of this? 


Mr. FRANcIS: I hope my colleagues in the Senate will not take offence, 
and I am sure they will not. 


Mr. ANDERSON: Perhaps one of the methods of making onerous jobs less 
attractive would be to increase the size of the Senate. . 


Mr. Munro: In which case you might be good enough to become a mem- 
ber. 


Mr. ANDERSON: I already have my application in but no one has paid any 
attention to it. One of the senators the other day asked me which side of poli- 
tics I was on, and when I told him he said that it was too bad but that he 
had me in mind. I guess I will have to forget it. 

But, as an example, the process of making jobs less attractive and more 
attractive retirement tests, regardless of why they may be used otherwise, 
does have this effect. Retirement tests, when applicable, make jobs less at- 
tractive. But, on the opposite side, through transition, the relatively high 
marginal windfalls in the plan will tend to make jobs more attractive for 
people within 10 years of retirement; in fact, it may tend to make fictitious 
jobs attractive. For example, take the case of a man who under his own private 
pension plan retires at age 60, and he is coming up to retirement five years 
after the plan starts into operation. He and his employer discuss it and the 
conclusion they reach is that his pension will be deferred and that it will not — 
start until age 65. It is not going to be increased in amount. But, in the mean- 
time he will become a consultant. 


Mr. KNOWLES: Perhaps chairman of the board. 


Mr. ANDERSON: And, he will be paid the amount of his pension, but that 
now will be a consulting fee. That does not affect the employer because that 
fee comes under self-employed income. There is no burden on the employer, 
as I have said, but the individual is in the happy position of going on making 
his contribution on what is really pension. But, as I say, it is called a consulting 
fee. At age 65 he now turns around and takes the pension. What he is getting 
from the private employer is not pension but rather a consulting fee because 
if it was a consulting fee it would be subject to a retirement test. 

Now, I trust that these things are not going to occur in Canada. It 
might not be desirable for many of us to take the view that beating the plan 
is a fair thing to do in its early stages before these administrative problems 
have been thought out, dealt with and corrected. It may be all right to avoid 
a tax such as that which has been operating a long time because the lawyers 
all say that this is the right of any citizen. But this does not mean that new 
laws which, to some extent, are experimental, should be subjected to the.e 
avoidance procedures by the agile citizen, in thinking up ways and means 
of avoiding it before those in the Department of National Revenue and, per- 
haps, in the Department of National Health and Welfare have been able to 
think up ways and means of preventing the avoidance. It is not a very 
patriotic thing to take advantage of the government or the other contributors 
in that way. Have I covered this to your satisfaction, Mr. Francis? 


Mr. FRANCIS: Yes. 
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The CHAIRMAN (Mr. Cameron): Would you proceed, Senator Smith. 

Hon. Mr. SmitH (Queens-Shelburne): I think it is perhaps fair to say, 
Mr. Chairman, that the information and the observations which are contained 
in the brief that Mr. Anderson presented to us, together with those remarks he 
made yesterday were perhaps the most valuable we have had, both as to basic 
information in order to understand some of the problems of the future with 
regard to dealing with adequate income for aged people, and also his remarks 
regarding the bill itself and ways we possibly may improve it. Many things 
you said were of great interest. But, I did want to take the time to read into 
the record to remind the committee of something which was said in Mr. Ander- 
son’s brief at page 5, and if one has not thought in this fashion before it is 
really quite a startling thing to consider. Mr. Anderson said: 


—it is no exaggeration to say that the average level of consumer spend- 
ing per person during retirement will exceed the average level of earn- 
ings per worker during the prior working years. This means that in the 
ease of a typical worker with dependant spouse who has enjoyed aver- 
age wages and has raised a normal quota of children, retirement income 
will have to average more than twice the career average wage in order 
to maintain the same relative consumer spending position during retire- 
ment as that which obtained during the working years. 


Mr. Anderson, I wonder if you could fill in some basic information as to 
how you arrived at that conclusion. Are you thinking only in terms of the ever 
increasing standard of living in which that particular retired person and his 
wife will not be able to participate because of his pension or are you thinking 
of some other factors which produce that result. 


Mr. ANDERSON: Mr. Chairman, may I first thank Senator Smith for reading 
the two sentences. I believe this puts them in the record for the third time. 
They are in the paper, and I read them yesterday. Now, you have. I am grate- 
ful that someone is content to help underline the key ideas. 


Mr. KNOWLES: And, they will be quoted again. 


Mr. ANDERSON: Of course, the problem is this. If I were like Mr. Watson 
I would have brought some charts down to show you what the problem is, and 
there would have been more. The problem is this: When you examine the pat- 
tern of earnings in the economy, that is, among the people whose major source 
of income is earned income, and you look at these people in an age group, take 
them from, say, age 25 on, because below that you have the problem of their 
being at school and working casually and so on—and you can run this up to 
age 95 plus—you will find that in any one year the average earnings for each 
age group are about the same. That is, the people in Canada that are in the 
same group, where the major source of income is earnings, have doubled aver- 
age earnings by age group, which can be best described as being independent 
of age. But, when you take the retired population, and I suspect this would 
also be true if the structure could be carried downward, if you took the popu- 
lation that has not access to labour income and examine it by age group, and if 
you could examine it by the length of time that these people have been away 
from access, you would find the exact opposite pattern. That is, you will find 
that their private incomes tend to remain level, on the average, from the point 
where they lose access through the whole period that they lose access. This 
means, of course, when you examine these people by age groups you find that 


the older they are or, alternatively, the longer they have been retired, the lower 5 


their private incomes are. The reason being that they came out of the labour 
force at an earlier point in time, they came out at a point when wages were 


lower. The savings they were able to make were related to the lower wages 
they had, whereas the people who are younger from among the retired have FF 
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come out of the labour force more recently and have enjoyed higher average 


earnings throughout their working lives. They, in turn, have higher private sav- 
ings. So you say: Does it make any sense to have a community that is divided 


into two parts, one part consisting of earnings where the average wages increase 


through time by reason of rising productivity and price and standard of living 
—they increase through time and yet at any one time they seem to be fairly 
independent of age—as against this private income level? Whether they are 
earnings or not, they are not major earnings. The private income levels seem to 
be level through time, they do not change as the years eo) on, and yet they 
do vary by age. 

You say, “Is it right to have two parts of the community with these two 
opposite patterns?’’ Let us assume you say, ‘‘No; we would sooner have a kind 
of community where the pattern of incomes of the retired people by age group 
was comparable with the pattern of earnings of the workers.’’ I do not say that 
this should be at as high a level as the worker’s incomes, but I say the patterns 
should be comparable between the age groups. You say, “How can we correct 
it?” By putting in a big fat benefit—big from the fiscal point of view because 
the ladies have told us how small it is. You put in a big, fat, benefit, big in 
relation to the other income. 


However, this does not alter the pattern except when you change it. All 
you do, when you change it, is to just shift the pattern; that is to say, that 
before the change the people who are aged 75 had this much income, and after 
the change they are going to have as much income as the people aged 70. This 
is all that the change does as far as the pattern is concerned. It then becomes 
a pattern until the next change. 

Even if you do engage in annual changes, this would still not twist the 
pattern and would get the retired people at all times in the same income 
pattern as the workers. As far as I have been able to see, the theory is that if 
you did use an age related structure—never mind whether it is based on need— 
where at any one time the benefit had this $3 differential, you could now dem- 
onstrate that you have corrected the pattern, you have put the retired people 
into a pattern that is maybe at a different level from the workers, but has the 
same form, so that the total income of the retired people will be independent 
of the age group and will naturally move through time because of the turnover 
of freshly retired people coming in with higher incomes and older ones dying. 
It will be independent of age within the group. 

I had thought that age was the only criterion for doing this, but one of my 
more imaginative friends said to me, ‘I think I have a better criterion which 
you could suggest to the committee’. I said, “What is it?”. “Well,” he said, 
‘just forget about age; it is hard to prove, and so on. I will give you a pattern 
that will do the same thing and will win elections.” I said, “What is it?”. He 
said, ‘“Basically, you have a flat benefits structure. You say to everybody beyond 
a certain age that they are entitled to an extra dollar a month for every living 
voting descendant.” I said, “How does it work out?’’, and he said, “It has this 
advantage—and you might have to put it up to $2 to make it work—that at 
$1 I have found that the man who is aged 70 on the average has, I think it was, 
about 17 voting descendants, but the man aged 90 on the average has over 
40 living voting descendants”. He then said, “You establish In my method a 
$25 differential between the ages of 70 and 90 and it is just as dynamic as your 
method because the older they get the greater is the number of their living 
voting descendants, so they get their increases by merely having grand-children 
who reach the voting age.’ Of course, if the New Democratic party gets in, they 
will want to lower the voting age anyway. They will say, “Let us lower the 
voting age, and let us put the system into force.” When they get into power after 
winning the next election they will lower the voting age. Ultimately, and it 
might not be a bad idea, we might get to the point where parents voted in trust 
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for the children. So you do not abandon the problem of lowering the age limit 
and you get yourself into a position where every time a baby is born within 
the family tree, as it were, the great grandparents get another dollar a month 
and also the grandparents get another dollar because they are beyond the age 
~ limit. 

Hon. Mr. SMITH (Queens-Shelburne): This is much better than the old- 
fashioned story we used to be told about counting tombstones in certain parts 
of the country. 


Mr. ANDERSON: There are also other ways of doing it. Professor MacGregor, 
from whom you had a brief, is a person who likes studying these problems, 
and he said, “You know, I am fed up with the way you talk. You are much too 
sensible. I want a system whereby if I live to be 90 I want to be able to buy a 
new Cadillac every year. It will not cost very much; there are few people in 
their 90’s.”’ I said, “There is no problem about this one either. All you do when 
each cohort comes to retirement—let us say there are 100,000 people in each 
cohort—is to multiply 100,000 by $900, and you get close to $100 million.” All 
right, you lay on $100 million a year for this cohort, and then, as he dies off, 
the survivors divide it up. By this method you really solve the problem. You 
will have complete fiscal stability for each cohort, $100 million a year until 
the last one dies. But then the treasury gets this great relief at the point where 
the cohort ceases. 

I am sorry to be making these light remarks, Senator Smith, but you 
people have had a hard several days and I thought you might appreciate hear- 
ing them for a minute or two. 

The major point I wanted to emphasize in those two sentences was not 
the point that I have just discussed, but the point that most of us cannot grasp 
in the kind of economy that we are living the fact that our average age of 
work is around 39. This is what they say in the census monographs. 

In a situation where spending per person or earnings per worker or earn- 
ings per person have all been moving up for over three decades at a long term 
rate that is above 4 per cent, if this kind of thing continues—and I hope we 
will be sufficiently ingenious to make it continue at the 4 per cent level and 
have a 4 per cent productivity—the typical individual who is 74, and is therefore 
at the average age of retired people, is 35 years later than the typical point at 
which he worked. Therefore, if he earned an average of $4,000 while he was 
working, the workers of today, when he is 74, will be earning an average of 
$16,000. Even though he does not need a whole earner’s wage because it is 
designed to support about 3 people and his wife needs about two thirds of an 
earner’s wage, if he wants to have the same relative position in the community, 
he has to have an income from some source of about $11,000 a year although 
his career average was only $4,000. This has to happen merely in order to let 
him maintain the same relative position in the community, or, if you want to 
use a more common expression, to maintain his position in the pecking order. 
In other words, if, while he was working, he was in the position where 20 per 
cent of the population had more income than he had and 80 per cent less, he 
wants to be in the same position when he is retired. 

Perhaps some people do not mind having lower incomes when they retire. 
I have wondered about this for years. How far do you try to go together both 
publicly and privately? I talked about this with some top people in the United 
States. I asked them, “What is your objective? What do you people try to 
achieve?” 


Mr. Francis: Adequacy, Mr. Anderson. 


Mr. ANDERSON: I was not talking about adequacy. This is a question of 
individual desires. He answered me promptly, “The objective of everyone is 


‘to continue his earned income at retirement at 100 per cent level, and to have it — 
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increase after he is retired in the same way it increased while he was working”. © 
This is a perfectly normal objective, but I do not say many people can achieve it. 
It is the kind of thing that people want to do. They would like to be able to do 
it for themselves, and most people try to do it to the extent that they can. How- 
ever, one of the problems they cannot deal with for themselves satisfactorily, 
unless they are willing to succumb to the lures of the mutual fund boys, is that 
they cannot find a method of producing increases after retirement. They cannot 
find a way of satisfactorily doing this at the private level. This is why I have 
suggested that for most people the problem of increasing incomes after retire- 
ment is a problem which, in my opinion, only can be solved at the public level 
and may be deserving of a greater priority than the problem of supplying income 
as such. In a complementary society—and I believe this is one of the reasons 
why my beliefs are a little different from Mr. Knowles’ and perhaps not as 
different as I think they might be—hopefully in this kind of a society you might 
arrive at a solution where apart from the means test benefits which always will 
be required if you are going to have a good social conscience in your country, 
the government did not need to supply anything but the post retirement in- 
creases. That might be all it needs to supply. 

Under certain circumstances people might be able to move in the direction 
of attaining relatively set private income levels by the time they retire. If there 
should be enough people like the trust companies, government annuities branch, 
and life insurance companies shoving pensions at them for long enough, they 
might go as far as the merchants of pensions think they should go; but even 
the merchants of pensions, except the variable annuity people, have not been 
able to figure out a satisfactory medium of producing increases in income after 
people retire. 

As I mentioned in my paper, it is technically feasible. Of course, you can 
ask George Watson’s company to do so; if you are age 65, retired, and give him 
a lump sum, he will give you a life annuity that increases at 3 per cent, com- 
pounded, as long as you live. You can buy it tomorrow and supply yourself 
with the kind of increase I am talking about. However, the difficulty for most 
people in getting a satisfactory income when they retire is that the furthest 
distance they can hope to go is to provide it at level size for the rest of their 


lives. 

It is extremely difficult for the individual at retirement to forecast what 
the wage levels and opportunity levels are going to be when he is in his 
mature ages, 20 years later. The experts say that it looks like it will be more 
than double what it is now; we do not know. Some think it might increase 
50 per cent, or that it might treble. So, even if the individual wants to save 
the money, he does not know at what rate of increase he should provide his 
income. He is looking into the future. This is not a problem of pricing; it is a 
problem of productivity. It is a problem of not knowing what people will be 
spending money on 20 years from now. 


We might take the problem of medical care for the retired population. 
the man retiring at age 65 has no conception of what medical care will consist 
of 20 years from now, what the procedure will be, what the price tag will 
be, or how it will be paid for. It will be impossible to forecast this within the 
atmosphere of a rapidly expanding profession such as the profession of medicine. 
The point I am making is that I do not know of any practical way—except 
possibly by having $1 million and deciding not to spend it, and hoping this. 
will work—of providing in advance while you are working for the cost of 
this medical care 20 years after you have retired. This is not something that 
can be done in advance; it is not something that can be found at the private 
or public level; it has to be dealt with at the point where it emerges. It will 
be all right so far as earners are concerned. The earners will have this 
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built into their wages. There is not the problem. However, the retired people 
will not be able to have the upward flexibility of movement that the wage 
structure provides. He says somebody else has to give the fiexible upward move- 
ment; he cannot find anybody else to do it except the government. 

If you will permit me, Mr. Chairman, there is one point I would like to 
add to this. It is not very difficult to say, this fellow Anderson has this idea 
of relating the pensions by age, but if it is such a good idea, why has not 
anybody else tried it? As I mentioned, I feel it is something that only could 
be considered if there were a number of conditions precedent, any one of 
which missing would not make this feasible. The conditions I have identified, 
all of which I think are present in Caanda, are: first, that the country has 
enjoyed a reasonably rapid level of economic progress or upward movement 
and can anticipate that that will continue. This merely means you have a 
pattern of rising productivity and standard of living. 

Second, the country must have enjoyed and have the prospect of enjoying 
a monetary policy that will make inflation a comparatively minor problem. 

Third, the economy must be of a type where the great majority of the 
labour force are paid employees rather than self employed. 

Fourth, the economy must be a type where the dominant form of em- 
ployment is in the private part of the public sector, rather than in the hands 
of the state. Next, the economy must have had a tradition, and a likely con- 
tinuing pattern, of relatively high private savings by the individual for retire- 
ment purposes. Next, it must be an economy that has two generation families 


in it since the retired people cannot rely on their children. Next, it must be 
an economy where the retirement periods are long, and therefore can be- 


come a major problem. If people died within a year or two after retirement, we 
would not be talking about it. Finally, I think it must be a country which 
has establshed enough social solidarity to have embarked on universal flat 
benefits. 

Now, it seemed to me that if any one of those conditions is missing, there 
would be rather familiar arguments for not using this approach. It also seems 
to me that these are conditions which all of us would agree—except possibly 
the question of who your employer is—were desirable conditions and ones 
which we would hope would continue. 

I have one thing which I am not sufficiently expert to know; that is, 
whether there is any other country which possesses all of these conditions. If 
there is, I think I would like to go and inquire and say, would this make more 
sense in your country than what you now are doing? There is no point in 
asking it in a country that does not have the conditions precedent. 

I am doing pretty well in expanding questions into long answers. 


Hon. Mr. SMITH (Queens-Shelburne): I think this is very interesting 
and is of real value. I would like to put what has been said in the context 
of integration of the Canada pension plan with private plans. I have an 
example of a situation which has come to my attention through some dis- 
cussions and correspondence with the president of a company which company 


would have about 1,000 employees. He points out that under the plan they — 


operate—a private plan, which is a 2 per cent premium system— 
Mr. ANDERSON: Career or final average, or does he say? 


Hon. Mr. SMITH (Queens-Shelburne): I am not sure. He gives the exaingiale 


of a young man who joined the company and the pension plan at age 21, retiring 
at age 65. This plan has been in effect since 1946, so it is almost half way to this — 


44 year period that the employee who entered at age 25 would be concerned 
with. Under that particular private plan, on an average salary of wages through- — 
out his working life of $500 a month, he would obtain from this plan $440 a 
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month. From the Canada pension plan he would obtain $104 a month and from 
the old age security, at age 65, $51. Of course, these figures do not include any 
escalation. This would make a total of $595 a month. He thinks it is bad. He 
thinksh it is absurb to put the Canada pension plan on a plan such as they have 
and receive $595 per month—and it may be considerably more. He says he does 


not think this is required and that the man does not necessarily want to obtain 


that much. 

Speaking of what I have read and what you have said, I think this particular 
friend of mine would be glad to have an opportunity to read part of this record 
to get a different understanding of the future needs of that man who is in that 
plan at age 21. 


Mr. ANDERSON: Well, Senator Smith, may I summarize your thoughts. The 
man will get $595 a month—what is his salary? 


Hon. Mr. SmitH (Queens-Shelburne): It is $500. 

Mr. ANDERSON: In other words he will get 20 per cent more than his career 
average? 

Hon. Mr. SMITH (Queens-Shelburne): Yes. 


Mr. ANDERSON: We have cases of this kind in our own company. It is mostly 
in the case of girls rather than of men. But with the girls we have cases where 
the nominally combined pensions with our method of integration give a windfall 
to the individual which is well beyond his salary. We discussed it and we said: 
“What shall we do, because we are committed not to alter our cost’. We said, 
“All right, if the government does not decide to age relieve pensions, as Anderson 
suggests, we shall do it ourselves.” In other words, we have $400 a month which 
is initial on an 80 per cent pension, so to qualify for $200 we will take it out 
of the scheme and use it to buy him an increasing annuity so that he will be 
able to get this increased assistance, since the government is not going to give it 
to him. We will put him in a position whereby, when he is 75, he will keep pace 


with the community. This is not as benevolent as it may sound from our point © 


of view. 

We may say that we will not make a dollar out of it. But what has been 
happening in the post-war years to the government and the civil service? Period- 
ically you have had to go through an agonozing review of your existing pensions 


and attempt to take further money to augment those pensions. We do not think > 


this is an orderly process. We think it to be very costly to have to have to review 
people’s pensions every few years and to have to adjust them upwards because 
they have become too low. We would like to see our own planned system built 
into the increases. We may find that the Canada pension plan may give us an 
opportunity to do this. We do not think we could have done this unless the Can- 
ada pension plan was going to make the initial pensions redundant. 


If we handle it this way and pay the man $400 a month at retirement, and 


provide that he may get an increase, let us say, ten years after retirement, when 
he would get $600 a month, we would have to make adjustments, and we would 
have to keep him up to date. He would be in a much more satisfactory position 
than having to hope that next year his ex-employer may decide to adjust pen- 
sions; and besides it will also save the cost of adjustment that we have had to 
make. But I think we will get a lot of credit through the community for having 
put our pensioners in a position where they are able to keep pace with the com- 
munity after they have become retired. 


But one cannot be prepared to adjust it every year. In our own company — 
we have had people who, through their careers, had occupied parallel positions — 


and had the same kind of responsibility in different geographical areas of our 
company. One was five years older than the other. When he retired his pension 
under our plan was, as I recall it, $5,000 a year. But when the other man retired 
five years later with longer service, of course, his pension was, I think, around 
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$6,500 a year. These were people who had been friends all their lives. They had 
been neighbours and their wives knew each other. And they always enjoyed 
similar grades of salary during this long interval. 

Now when the second man went into retirement we were in the crazy 
position that here are these two ex-employees, and we had paid them alike for 
40 years, but now they are both pensioners, and they are still living as neigh- 


bours close to one another, while one gets $1,500 a year more pension than — 


the other. 

That is one of the situations which led us the last time we made our 
adjustments to say: “Let us find a formula of adjustment. Let us look up 
a pattern for our own pensions.” And the answer we came to of course was, 
as I said yesterday, that you have to give the biggest adjustment to the people 
who have been retired the longest. 


Mr. CHATTERTON: Did you find that you had a responsibility to the man 
who had only $5,000 after retirement? Did you feel that you had to do some- 
thing for him after retirement? 


Mr. ANDERSON: No. For five years he was retired, while the other man 
was active. And when the second man came to retirement, he was entitled 
to $6,500. 

Mr. CHATTERTON: Did you feel a responsibility to do something on behalf 
of the man who was already retired? 


Mr. ANDERSON: Goodness, no! We are located in various communities 
throughout Canada. We have agents, for example, who have worked for us 
for 30 to 40 years in small towns in the various provinces, and they are known 
as “Mr. North American Life”, and they are continuing to live in those com- 
munities after retirement, and they are well known as being our people. We 
cannot forget about them, quite apart from your own feelings about it; we 
cannot afford to forget about them. 


_ Mr. CuHattTerton: But did you do something about it? 
Mr. ANDERSON: Yes. 


Mr. CHATTERTON: Do you think that the government has such a respon- 
sibility in regard to its ex-employees? 

Mr. ANDERSON: It was done the last time the government made adjust- 
ments, in 1948, when you used almost the same pattern that we used, by 
allowing the man who was retired longer to have a bigger percentage of 
adjustment. As I understand it there is a study going on right now about 
adjusting the payment of pensions already in payment. Any responsible em- 
ployer who has a public relations problem, whether he wants to do it or not, 
really has no option, because he has to do it. 

A thing I find unsatisfactory is what is being done with people who work 
for long periods for a large and responsible employer, but they do not con- 
stitute a very large group among the retired people. Most people are not in 
the position where they have had long periods of single service with one 
particular employer who is driven either by desire or necessity into adjusting 
his pensions. So I say that this is not a problem which can be solved wholesale 
at the private level. 

I cannot see any solution to it at the private level because it is so wide- 
spread. That is why I say it is the responsibility of public authority in every 
country to find a rational method whereby to increase their income after 
they have retired. They are doing so in every country as I said yesterday. 
Some of them are doing it by indexing, others by automatic adjustments, and 
some by periodic legislation, or by financing. Indexing is not enough. We have 
to revise the incomes to adjust to the immediate requirements. All countries 
do it in their public systems. I am not speaking of the civil servants, but of 
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a particular social security system of a country, and they all do it in one way 
or another. 

I was trying to make the point yesterday that there are various ways 
of doing it, and I think that a country could be justified on the question of 
other private income, if you should find that an age-related ‘system was 
designed to accomplish what it has to do for the government when the 
problem becomes fiscally costly, because it could get to a system where there 
would be very little movement in the average benefit level per beneficiary 
in its old age security program. Yet at the same time the individual within 
the system by reason of the fact that he is getting older is getting his increase 
in that way rather than getting it through automatic indexing formulae or 
through periodic legislation, or by public authority. That is all I was trying 
to prove here. I do not think that you would age-relate it because of need. 
This is not a need problem. You would age-relate it because of its very nature. 
You justify doing it, and I have been able to do it by reason of the fact that 
you find that the oldest people have the lowest private income. 


Mr. Munro: When you talked about a greater amount for people already 
retired you quoted an example, and it goes along with your argument that 
pensions should increase by age groups. 

Is there a factor in your consideration of this argument that you make 
here that actually the need of a person who has been longer in retirement 
on an adequacy basis actually decrease in relation to the man who has just 
retired? 


Mr. ANDERSON: On this point, I do not feel qualified to talk about peoples’ 
needs. This is not the place, nor do I have the training. But I would make 
the observation that as the Canadian Welfare Council said this morning we 
do not know. And mind you, they are specialists in this field. They said we 
do not even know whether workers aged 50 have developed needs, or workers 
at age 30. But we would make the point that their actual spending is quite 
obviously lower because their incomes are lower. The question of what they 
what they ought to be able to spend is something that requires—what was 
the expression, Mr. Munro, that was used this morning? A slice of reality? 
You have to take a slice of reality to find out what are these needs. 

Let us put it in this way. If you assume that the needs are level and 
independent of age, they may change in character, but the need for private 
spending— 

Mr. Munro: Just a moment. On that point, do we really think the needs 
of a man of 90 or 95, for example, are as great as the needs of a man of 70? 
A man of 95, presumably, is going to stay in most of the time; he is not 
interested in durable goods; he is presumably not interested in going out and 
getting a new house. He is pretty old. I have heard arguments to the effect 
that this man does not have the need and does not spend the same type of 
money, and I am wondering if some of these arguments have validity and 
whether you have considered them. I wonder whether a government would 
not be subjected to certain severe criticism for actually increasing benefits to 
people when they get older, when perhaps the need is becoming less. 

I know the argument in your brief is based on the fact that you feel the 
need becomes greater as one gets older. 

Mr. ANDERSON: I think the over-all need most certainly becomes greater, 
but against that there is the fact that the government has moved far in a 
number of directions in providing services for old people which do not have 
to be purchased. Institutions and services for the aged are involved here. 

So the needs in the cash sense may be quite different from the needs in 
the real sense. The real needs increase. The government has been helping to 
solve this problem by taking on an increasing part of the load by increased 
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services as age advances. Whether it is chee the right Lest in that area, I 
do not know. In other words, has government been forced to provide the ¥ 
services because the incomes were so low or— 

Mr. Munro: Right, but there is this tendency to increase services such as 
hospitalization and medical care and so on. This being the tendency, does it 
not make it all the more important that this factor be considered, namely that 
in money terms the need becomes less as you get older? 

Mr. ANDERSON: Let us take some of the other problems, and again I would 
say that I do not think I can be regarded as an expert at all. I bow to you, 
Mr. Munro, because you are a parliamentary assistant to the Department of 
National Health and Welfare. Whether or not you have the knowledge your- 
self, you are aware of the body of knowledge that exists there. 

Mr. Munro: I am not even sure that I am aware of it. 

Mr. ANDERSON: It seems rather obvious that the older a man is the less 
mobile he is likely to be. He might in his earlier activities have done a lot of 
walking and things like that; he might have had a car, and this sort of thing. 
Then he finds later on that he not only cannot walk but he is getting too old 
to drive a car, so now his mobility is of such a character that in order to move — 
around he has to take taxis; so here is a new expenditure by reason of the 
fact that he is getting old. 

Mr. BasrorD: He has probably lost the desire to move around. | 

Mr. ANDERSON: He may have lost it but I hope he has not. I rather ques- 
tion whether some of these rather elderly people have lost the desire. A lot 
of them have lost the means. 

Mr. KNOWLES: Yes, that is so. 

Mr. ANpERSON: Let us take another example, that of the elderly widow 
who lives alone and who, up to a point, is well able to handle all the house- 
hold chores. The ladies who were here this afternoon demonstrated this. Then 
there comes a juncture at which she is unable to do this, so what does she do? . 
She has to have help of some kind or other. If she is lucky she may be able 
to move in with a relative, but she may not be able to do this. 

Mr. Munro: We are talking relatively. Certainly the desire to move around 
would be greater in the case of a man of 70 to 80 than in the case of a man of 
80 to 90. 

Mr. ANDERSON: Certainly the ability would not be as great, but I am not 
sure about the desire; certainly there is not as much ability to satisfy the desire. 

Mr. Munro: Is there any co-ordination between ability and desire? 

Mr. ANDERSON: I think it is rather futile to desire things you are not — 
able to do. 

The CHAIRMAN (Mr. Cameron): When you lose it, you are dead. 

Mr. ANDERSON: I am glad you brought up this subject. I do not know 
enough about this problem, and even the experts confess they do not know — 
enough; but I was not advocating this procedure on the score that the needs — 
were greater. After all, the man who was aged 70 in 1952 has been getting $3 
a month more as an individual over the last 12 years. He has only had four. 
increases, but the yhave aggregated $3 per month. We have in fact been doing 
this for the individual. 

I am not suggesting that we should do for the individual anything different 
from what we are doing now. Iam merely suggesting that if you can defend the 
age related system on the grounds that the incomes are lower at older ages— 
private incomes—you can now find an old age security system that will do for the 
individual what you will have to do for him in any event, and at the same time 
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you will create a stable system. This is like having your cake and eating it too, 
and perhaps there is a buck in it. 

Perhaps the more rational way is to progressively extend the freely provided 
public services so the man in his 80’s has a set of services that costs nothing 
which he does not get when he is in his 70’s. In some types of society this is the 
answer. I am a little doubtful that this is the kind of answer we are looking 
for in our society. I am doubtful that we should start categorizing these people 
and saying the older they are the greater variety of services they do not have 
to pay for. 

The CHAIRMAN (Mr. Cameron): Mr. Knowles. 

Mr. KNOWLES: Mr. Chairman, the questions I had intended asking were in 
another field. I have found this so interesting and fascinating that I would be 
willing to call it a day now. If the committee is going on, I will ask my questions 
but if the committee wishes to adjourn I will pass. 

The CHAIRMAN (Mr. Cameron): Mr. Monteith. 

Mr. Montve!IT: I am not concerned at this stage either. 

The CHAIRMAN (Mr. Cameron): Mr. Basford. 

Mr. BasFrorp: I will pass. 

The CHAIRMAN (Mr. Cameron): Mr. Munro, are you through? 

Mr. Munro: I would have liked to asked Mr. Anderson quite a few ques- 
tions, but I do not think it would be appropriate to do it at this time of the day. 

Mr. CHATTERTON: I am sorry I had to be away from the meeting for a short 
time and missed some of Mr. Anderson’s comments. I had a constituent here. 

I found Mr. Anderson’s comments so fascinating and interesting that he has 
given me almost an insight to a new approach to this question. I wonder if we 
can impose on Mr. Anderson at some time in the future and ask him to come 
back to talk to us again. I know it is an imposition on his valuable time, but 
other members have indicated that they still would like to ask some questions. 

The CHAIRMAN (Mr. Cameron): I am sure Mr. Anderson will be only too 
glad to come back if we ask him to do so. 

If we find as we go along in our meetings we would like to have Mr. 
Anderson back the invitation can be extended, and I am sure he will be willing 
to accept it. 

Mr. ANDERSON: I am not sure whether Mr. Chatterton was in the meeting 
at the time we discussed the method of making sure that I would be back. 

The CHAIRMAN (Mr. Cameron): I am sure he would approve of the method 
in any event. 

Mr. ANDERSON: May I make one point in connection with what Mr. Chat- 
terton has said? 

I have been doing work on certain tables that relate to and illustrate some 
of the kinds of things I have been talking about. For example, I quoted yesterday 
incomes by age groups and so on, and there are other figures relating to the 
movement of per capita earnings in Canada, the movement of consumer spending 
per person, trying to establish the trends and so on. There are some other figures 
relating to the question of the Canada pension plan entitlement index, and the 
difficulty that it puts greater emphasis on variations on earnings at the younger 
ages than it does at the older ages due to the way in which the escalator 
operates. 

I rather wondered—and I suppose I am free to do this in any event—if I 
could send a few tables of that kind, tables which do not give any opinions, or 
anything like that, but which contain figures which you might like to have for 
the purposes of the committee. 
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If I may do that, Mr. Chairman, perhaps I am entitled to get something 
back! A question came up today which I think was put by Mr. Cantelon with 
regard to the average age of the wives of the husbands who were now aged 65 
to 69. I was a little suprised that nobody in the committee seemed to be aware 
of an excellent monograph which is published by the dominion bureau of 
statistics. This is part of the census monograph series, of course, but it is 
published in about the same form for this purpose as was done in 1956 and, 
I think, in 1951. One part of this monograph—table 95 in bulletin No. 211—-gives 
what the mathematicians call a matrix. It gives the age groups of the wives, 
and here are the age groups of the husbands. This matrix shows how TARY 
couples there are in each one of those groups. 

May I give you an example? The question asked related to 171,000 husbands 
at the census date who were aged 65 to 69. The dominion bureau of statistics 
has the answer here. It says that 1,200 of them had wives who were 70 and 
over; 47,000 had wives in the same age group; 59,000 had wives in the early 
60’s; 32,000 had wives in their late 50’s; and it gives you the figures right down 
to the 14 people aged 65 to 69 who have wives under the age of 20. Do not 
laugh, gentlemen; in another part of the table I now identify five couples in 
Canada in regard to which the wife is 70 years of age or over and the husband 
is under 20 years of age. Furthermore, since the matrix is given for the province, 
on turning it up I find that one of these couples is in British Columbia, one is 
in Ontario and three are in the province of Quebec. I am making this remark 
for a purpose; I do not do anything just for free, you see. 

The unfortunate part of this matrix is that they regard age 70 and over as 
one age group. In other words, it would be much better if they had five year 
age groups running all the way up to age 95 and over. But, as they have it here, 
it is all in the one block. It would be much easier in this way to tell what their 
age relationship is, which would be highly useful. I am making the plea that this 
committee, among other things, might recommend to the dominion bureau of 
statistics that treating ages 70 and over as a single age group is just not doing 
the job in respect of a great number of these monographs. As I say, I think you 
should persuade that department to get the computer operating and to extend 
the matrix for your purposes. In that way I will have this information available 
for my own purposes. 


Mr. CHATTERTON: Have you made any calculations along these lines? 


Mr. ANDERSON: I did some calculations where I had to sort of estimate these 
wives that were 70 and over with regard to what age they were over in order to 
put them in with these people that were 60 and 64. I find, as an average, depend- 
ing on what age you estimate, that in cases where the husbands are 60 to 64 
the wife is from five to 5.1 years younger than the husband. That is the average. 
As I say, for husbands age 60 to 64, their wives are about five to 5.1 years 
younger. For husbands ages 65 to 69 their wives are between 5.4 and 5.6 years 
younger on the average. 


Mr. FRANcIS: Perhaps we should combine these statistics with the testimony 
put before this committee by Mrs. Weir in respect of her request for longer 
years of leisure for women. 


Mr. ANDERSON: It is a striking characteristic of this matrix, and it applied 
in 1956 “ls0s that in respect of the fatality of husbands and wives the difference 
in age averages about 34 years. But, what happens down at the younger werk- 
ing years in particular? The difference is around three years. It moves up to this 
five year difference as people get older. I do not know the explanation for that 
but I could suggest an explanation. One, for example, is that husbands who 
are lucky enough to survive their wives—and of course, not very many of them 
do because mostly the wives survive the husbands—turn around and marry 
young girls. 
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Mr. Munro: Which refutes the argument that was made that they are more 
active as they get older. 


Mr. ANDERSON: Possibly. Also, you all know that questions are put to mem- 
bers of parliament in respect of statistics. For example, the dominion bureau 
of statistics may report that there are 900,000 people in Canada at a certain 
time ages 70 and over who are receiving certain benefits, and the question will 
be asked how come the report says there are 930,000. There is an answer to it. 
The answer is: Our figures are right and the bureau’s figures are wrong; if you 
do not believe it, go and ask the bureau. This may be the explanation. It may 
be the case that when the census taker comes along the older the wife is, 
regardless of her husband’s age, the more prone she is to understate her age. 
Thi may produce the three years difference at the younger age and the five 
years difference in the 60 bracket. 


Mr. Munro: Mr. Chairman, Mr. Myers is here. I believe the figures which 
Mr. Anderson is quoting are quite different from those in the United States. As 
I understand it, in the United States it is 2 to 24 average. Do you find these 
figures quite a bit divergent in your experience? 


Mr. ROBERT J. Myers (Chief Actuary, Social Security Administration Offi- 
cer, Washington, D.C.): The differential is more than ours. Our figures in 
respect of men aged 65 shows about a three year differential. The only other 
point I might add is that I think a large part of this increasing differential with 
age of husbands is not only due to widowers remarrying but by many marriages 
terminating in divorce. The man remarries a younger woman. I think that is 
a principal factor for this increase. 


Mr. ANDERSON: That could not be a factor in Canada; our divorce rates are 
a bit lower than yours. 


Mr. FRANCIS: Has any material of this nature been developed, through 
the records of the old age security department. It would seem to me the records 
of the old age security administration should be such as to cope with a problem 
such as this. Could inquiries be made to see if any information of a similar 
nature is available. 


Mr. J. E. E. OSBORNE (Director, Research and Statistics Division, Depart- 
ment of National Health and Welfare): Mr. Chairman, I would like to point 
out that in the administration of the Old Age Security Act there is no question 
about the marital status of the recipient. 


Mr. ANDERSON: May I put on the record the reason why I would like to see 
this matrix extended to the old people. It has to do directly with examination 
of their incomes. There are still a lot of married couples in their 70’s; they are 
not all widowers and widows; when you do get married couples it seems to 
me to be fair to take the view that they are sharing their incomes on the 
average. That is, the income is so much, and you regard each as having half. 
So, for the purpose of examining income from private sources by age you have 
to know this other information, how many people there are in the couples that 
are in two different age groups, so you can redistribute the income for statisti- 
cal purposes that you assume is redistributed within the family. 

Mr. CHATTERTON: Mr. Chairman, it is 5.15 p.m. on a Friday afternoon and 
many members have to leave. Do I take it then that Mr. Anderson is prepared 
to come back and speak with us? 

The CHAIRMAN (Mr. Cameron): I have taken that for granted. I hope I am 
right in that assumption. 


Mr. ANDERSON: Mr. Chairman, it may depend on your timing and mine. As 

I understand it, there is a custom around Ottawa where the senators, on occa- 

sion, adjourn and they are not around; well, there is a custom in our family 

where during the winter my wife has her own private senate, which she 
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| _ The CHAIRMAN (Mr. Cameron): Iam sure we would get unanimous a 
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We Once again, Mr. Anderson, I want to thank you very much. / 
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INTRODUCTION 


(1) The Canadian Welfare Council is a voluntary association of public and 
private agencies, business corporations and labour organizations, church and 
citizen groups and individuals interested in policies and programs which affect 
individual well-being and social welfare in Canada. Through planning, con- 
sultation, research, and public education, the Council seeks to ensure for the 
people of Canada social security measures and social services, public and 
voluntary, that are adequate in extent, of high quality and soundly admin- 
istered. 


(2) This submission represents one method of working toward these 
objectives, namely, the presentation of an informed point of view to decision- 
making authorities. As with all Council-wide policy statements, the brief has 
been prepared by a special committee including representation from the various 
constituencies of the Council and appointed by the Council’s Board of 
Governors. 


(3) Finally, the report of the Committee was reviewed by the Executive 
Committee of the Board of Governors and endorsed for transmittal in its 
present form. 
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FOCUS OF ANALYSIS 


(4) The Canadian Welfare Council is pleased to present its views on 
Bill C-136 to establish the Canada Pension Plan and amend the Old Age 
Security Act. The opportunity is especially welcomed as the Council recognizes 
the fundamental significance of this legislaticn. It is measure whose full im- 
plications it is perhaps impossible to predict with assurance, although valuable 
knowledge can be gained by reviewing the experience of other countries where 
emphasis has been placed on a contributory wage-related approach to income- 
maintenance programs. 


(5) The introduction of the Canada Pension Plan is a landmark in the 
evolution of Canada’s social security system. Once launched, major decisions 
will have been made which, in practical terms, are irreversible. For this reason, 
it is most important that thorough study be undertaken even at this stage 
and that serious consideration be given to submissions from informed bodies 
and individuals. 


(6) Time and resources have necessarily circumscribed the Council’s 
analysis of the more technical provisions of the Bill. The Council is well aware 
of the complexities of the legislation and the amount of time that is needed, 
therefore, to understand it fully. It is noted that the Joint Parliamentary Com- 
mittee has found it necessary to devote the entire initial series of meetings 
to this basic requirement, which has necessitated the presence during the whole 
period of a number of specialists from various Government departments. In 
the circumstances, the examination which follows concentrates on the social 
welfare implications—an approach consistent with the Canadian Welfare 
Council’s primary area of concern and competence. 


(7) While being concerned with the well-being of all Canadians, the 
Canadian Welfare Council does have a particular obligation to those Canadians 
who for one reason or another are unable to provide for themselves. In the 
context of this submission, this group embraces people with lower incomes, 
widows, orphans, and disabled, whether or not such groups or individuals 
have been attached to the labour market. 


BASIC CONSIDERATIONS 


(8) No intelligent assessment of a proposed social security program can be 
made unless the assessment takes into account the rapidly-changing social 
order. At the risk of stating the obvious, it is noted that Canada like most other 
nations in the world today is having to examine values and concepts which, 
while serving admirably in the past, no longer hold as central a position as 
they once did. Indeed, the whole development of social security as we now 
know it and accept it is, from this point of view, a continual adaptation to 
changing social values and situations. 


(9) The long-term implications of the Canada Pension Plan and the basic 
role envisaged for it in Canada’s pattern of social security make it essential 
to assess the Plan in the light of probable future social and economic cir- 
cumstances. 


(10) The Canadian Welfare Council in 1958 recommended that: 

“The Dominion Government should appoint a Royal Commission to 
study all aspects of social security for which it has a direct or indirect 
responsibility, and more particularly, to make recommendations with 
respect to: 

(a) Gaps in existing provisions and priorities in dealing with unmet 
needs. 
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(6) The appropriate methods of providing social security benefits, 
whether by social insurance, statutory social welfare payments, 
public assistance, or by a combination of these methods, in respect 
of old age, unemployment, sickness, disability, death of the bread- 
winer and the cost of child-rearing. 

(c) The development of a more integrated system of social security. 

(d) Federal-provincial co-operation in the field of social security. 

(e) The negotiation of reciprocal agreements with other countries in 
order to provide social security coverage on an equitable basis for 
immigrants to Canada and for Canadians residing in other countries. 

(f) Other questions having to do with the design, content and admin- 
istration of Canada’s total social security system.”’ 


(11) Since the 1958 Statement was issued there have been of course a 
number of significant developments in respect to specific welfare programs and 
in federal-provincial relationships. None of these developments has reduced the 
need for a major review: in fact, some have made it even more urgent. Most 
unfortunately, in the Council’s view, there has not been an overall assess- 
ment of the existing or emerging system of social security in the period since 
1958. Certainly none has occurred publicly. 


(12) It seems probable that the fundamental review envisaged in the 1958 
recommendation will not be undertaken before the Canada Pension Plan is 
law. The unanimous vote in the House of Commons when Bill C-136 received 
second reading represented a clear decision by Canada’s elected representatives 
to proceed with this new program, without having the benefit of a study by a 
suitable public body. 


(13) While the Joint Parliamentary Committee has decided that it is free 
to examine the Bill as fully as its members wish, its terms of reference do not, 
of course, cover the range of subjects nor provide for the depth of analysis 
needed in a full-scale enquiry of the total social security system. The Council 
nevertheless believes that, beyond a thorough consideration of the Bill itself, 
the Joint Parliamentary Committee should consider these related matters as 
far as it reasonable in the circumstances. 


(14) When consideration of the Canada Pension Plan has been completed, 
the Government of Canada is urged to give renewed consideration to the case 
for a comprehensive public review of social security in Canada, whether by a 
Royal Commission or a similar review body suited to the task. 


LEGISLATIVE OBJECTIVES 


(15) Since 1938 ten formal briefs dealing with the particular subject of 
income security have been submitted by the Council to the Federal Govern- 
ment. A much larger number of less formal presentations have been made 
and publicly recorded. These statements have all been reasonably consistent, 
having in mind the continuing evolution of social welfare concepts and the 
growing accumulation of specific legislation in this field. Three themes have 
predominated. They are contained in the following quotations from the 1958 
policy statement, Social Security for Canada: 

“A major objective of any social security program should be to 
ensure the protection and support of the family by guarding it against 
the social hazards of modern industrial society.” 

“The number of persons requiring public assistance should be re- 
duced as much as possible, both through the adoption of preventive 
measures and through the development or expansion of social insurance 
and/or statutory walfare payments.” 
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“Social security for all—both working people and those who are | 
unable to work—depends ultimately on the productivity of the com- 
munity. It follows that income-security measures should be designed > 


and administered in such a way as to promote individual initiative ends 
national productivity.” 


(16) It will be obvious, therefore, that the Canadian Welfare Council is a 
in general agreement with the main objectives of the Canada Pension Plan, ~ 
as reflected in the following statements appearing in the White Paper of © 


August 1964: 

“(The Government’s) objective for retirement pensions...is to 
establish a contributory pension plan ensuring that, as soon as is possible 
in a fair and practical way, all Canadians will be able to look forward to 
retiring in security and with dignity.” 

“The Canada Pension Plan will provide pensions for widows and 
dependent children of contributors who die...similarly disabled people 
have hitherto depended on assistance programs...under the Canada 
Pension Plan there will, for the first time, be social insurance protection 
against disability.” 

“The Plan is comprehensive in the sense of covering as many people 
as is practicable. It is not intended to provide all the retirement income 
or survivors’ income which many Canadians wish to have. This is a 
matter of individual choice and, in the government’s view, should prop- 
erly be left to personal savings and to private pension plans, subject in 
the latter case to such degree of supervision as the provinces may think 
appropriate.”’ 

“The purpose of the Canada Pension Plan is to make reasonable 
minimum levels of income available at normal retirement ages, and to 
people who become disabled, and to dependants of people who die. There 
will be scope for the continuation and extension of private pension plans 
to provide benefits over these minimum levels.”’ 


(17) In addition to this favourable view of the objectives, there are three 
other basic concepts in the Plan which are highly commended—portability, 
escalation, and subsidization. The Council has certain reservations, however, as 
to the particular application of the escalation and subsidization concepts in the 
Plan. 


Portability 


(18) By its very nature a national pension scheme establishes portability of 
benefits. Undoubtedly, with the basic pension on a portable basis it will be only 
a matter of time until other provinces in Canada follow the Province of Ontario’s 
lead in passing legislation, effective January 1, 1965, which will ensure a measure 
of portability of benefits within private pension plans under provincial jurisdic- 
tion. The Province of Ontario is to be commended for this action and for or- 
ganizing interprovincial discussions on this important matter. It is difficult to 
over-estimate the need today and in the future for mobility of people in Canada’s 
labour force. 


Escalation 


(19) In its 1958 statement the Canadian Welfare Council reiterated its 
stand that: 
“The planned provision of income security is made immensely more 


difficult by fluctuations in the purchasing power of the dollar. The more © 
distant the future for which plans are made, the more critical becomes ~ 


the importance of monetary stability. To the extent that stability cannot 
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be achieved, that fact must be recognized in the planning of the social 
security measures themselves.”’ 


(20) In addition, it has been recognized that the concept of an acceptable 
standard of living changes over time and that income-security benefits should 
be adjusted in accordance with the prevailing concept. 


(21) The introduction of automatic escalation represents a major social 
policy decision. Before commenting on the application that is proposed in the 
Plan, the Council would draw attention to an even more fundamental social 
policy question, namely, the manner in which the initial ratio of benefits to 
prior earnings has been determined. The Council has been unable to find 
evidence that the twenty-five percent of prior earnings ratio resulted from a 
careful study which demonstrated that that particular ratio would result in ac- 
tual benefit levels appropriate to the objective of ensuring a socially-acceptable 
level of income for those relying on the benefits, including the flat-rate pension, 
as their sole means of support. Planned adjustments in this basic ratio must 
be expected to operate along with the automatic escalation arrangement as 
finally devised. The combined effect of these two variables may in turn be to 
require some reduction in the scaling of contributions and resulting rates of 
benefit available at the upper end of the earnings range specified in the Plan. 
In other words, the proportion of earnings on which contributions are based 
might slope off in stages rather than flatten out at a single earnings level, now 
$5,000. The Canadian Welfare Council anticipates that the Advisory Committee 
will have a decisive role to play in dealing with such matters. 


(22) It is noted that two types of escalation are involved at different points 
in the Canada Pension Plan, namely, an earnings index (which can move either 
upwards or downwards) and a pensions index derived from the consumer price 
index. The former reflects both the changing level of prices and costs and the 
changing standard of living, while the latter takes account only of increases in 
consumer prices. 


(23) The Council is of the view that the earnings index should be used not 
only in the calculation of the initial rate of benefit but also for adjustments after 
benefits are in force. Those in receipt of retirement or supplementary pensions 
should be assured a share of the increasing productivity of this country. 


(24) The utilization of the earnings index in the manner proposed by the 
Council might have important consequences for the economy and will have 
for the proposed financing arrangements. The Council has not had an oppor- 
tunity to measure these effects although it is noted that the evidence already 
placed before the Joint Parliamentary Committee anticipates a continually- 
rising national productivity. Presuming rising productivity, use of the earnings 
index will mean larger increases than would employment of the pension index. 
Yet escalation through the earnings index should be manageable since, if em- 
ployment is widely maintained, that index is a direct measure of the ability of 
the Canadian economy to carry a social security program. 


Subsidization 


(25)There is no serious disagreement today with the view that within 
social security measures, whether they be “contributory” or “statutory”, de- 
grees of subsidization are necessary in order that the level of benefits available 
to certain groups of beneficiaries may be socially acceptable. In the broadest 
sense this principle underlies all public welfare measures and in fact all ex- 
penditure from taxation. 


(26) The Canada Pension Plan involves cross-subsidizations which are 
difficult if not impossible to trace with any degree of precision. Aside from 
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the transfers between present and future contributors which result from the 
method of the Plan’s introduction, and the whole question of whether or not 
the Plan will continue to be self-sustaining from the contributions of partici- 
pants, the draft legislation incorporates the following subsidization features: 


1. The effect of the basic earnings exemption is to introduce a grad- 
uated scale of effective contributions into a rate structure which 
otherwise would increase in direct proportion to earnings and 
pension benefit increases. 

2. The provision of a flat-rate payment to orphans and the inclusion 
of a flat-rate component in the graduated benefits available to 
widows and disabled persons has a similar effect. 


The basic purpose of subsidization is of course to redistribute income to those 
in the covered population who are unable to provide fully for themselves from 
those in more favourable positions. While the Plan is paid for entirely by 
contributors the full and proper application of this principle is thwarted, to 
a significant degree, by the introduction of the $5,000 ceiling in that those 
above that earnings level are not required to contribute from the part of 
their earnings above that amount toward the redistribution objective. Thus, 
the effect of the ceiling is to establish a regressive relationship between those 
below and above the $5,000 ceiling. Later in this submission the Council 
advances a proposal which, if adopted, would reduce this inequity. 


GAPS IN COVERAGE 


(27) The objective of any new social insurance legislation should be to 
extend its protection to as many people as possible within the groups for 
which coverage would be desirable in order that dependence on means-tested 
public assistance can be reduced to the greatest possible extent. The Canada 
Pension Plan does set out to make its benefits available to as many Canadians 
“as is practicable”, according to the August 1964 White Paper. In stipulating 
the population to be covered, certain groups have been excluded presumably 
because, in most cases at least, it has not been considered practicable to 
afford them coverage, rather than on the basis of the lack of need for in- 
come-maintenance protection, either now or in the future. The Council has 
examined the implications of these exclusions to determine if solutions can be 
advanced which would have the effect of reducing or eliminating some or all 
of the discrepancies which otherwise will occur. The concern which the 
Council has stems in large measure from its established position that persons 
or groups with similar needs should be afforded consistent treatment, insofar 
as possible. 


(28) There are four groups that will not benefit at all from the Plan as 
it is presently designed: 


1. those who, for a variety of reasons, are unlikely to become attached ~ 


to the labour market; 


2. those who, while attached to the labour market, do not earn © 


enough to be eligible to participate; 
3. those persons (and their dependants) who have retired from the 
labour market; and 
4. those excluded by reason of being in excepted employment. 
Within each of these categories there are people who are either now in finan- — 
cial need or who will require income maintenance in the future. 


(29) Among those who are contributors to the Plan, a problem will exist 
for some whose record of contributions will entitle them to only partial 
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benefits and which may in fact remove them from some particular benefit 
altogether. Again, the breadth of actual coverage will depend to some extent 
on the interpretation placed upon certain provisions of the Act and the con- 
tent of regulations under the Act. It is impossible for the Council to estimate 
how. many Canadians will find themselves in an unsatisfactory position for these 
as possible. 


Those Left Out of the Labour Market 


(30) The Canadian Welfare Council is among the first to recognize that 
various forms of public assistance are and will continue to be available in a 
complementary relationship to the Canada Pension Plan. One objective of 
bringing in a social security measure like the Canada Pension Plan is to 
provide for the needs of as many Canadians as is practicable without the 
necessity of special application and detailed screening of applicants. Thus it 
becomes a point of prime concern to the Council if, under the terms of the 
Canada Pension Plan, a sizeable number of family heads who may be ex- 
pected to continue as part of the Canadian community for a score of years 
or more will be permanently excluded. 


(31) A number of Canadian families face long periods of dependence 
upon public assistance. Widows with small children and families where the 
head of the household is disabled would be examples. These are problems 
which require further careful consideration before adequate and equitable 
remedial measures can be found. With respect to the examples cited, one 
line of possible action would be for the Government to make provision for 
such people similar to that in the Plan by undertaking to cover the cost of 
benefit payments from general revenues. 


Low Earners 


(32) It would seem self-evident that those with earnings below the Canada 
Pension Plan minima are most in need of added old age and other forms of 
security. The Canada Pension Plan is based upon the assumption that people 
should be afforded supplementary provision for old age beyond the flat-rate 
benefit of the Old Age Security payment and that, over a period of ten 
years, this development will be brought about. In addition the new Plan will 
of course provide new forms of income maintenance for widows and orphans 
and the disabled. 


(33) The Council recognizes that some minimum earnings level must be 
set in order to define persons within the labour force and limit participation 
in a wage-related pension plan to such people. At the same time it is the 
Council’s view that the Government should conduct further studies in an effort 
to enlarge the coverage of low earners. 


Those Already Retired 


(34) The adequacy of a seventy-five-dollar-a-month retirement payment 
must be questioned equally in its application to those already retired and to 
those facing future retirement. If it is presumed that the escalation arrange- 
ment will be altered as the Council proposes, then the need for supplementation 
is no different for those now retired without additional sources of income 
and low earners who may be expected to be in this situation at retirement. 
At the same time, the fact is acknowledged that the retirement benefits of the 
new Plan will be introduced in stages over a transitional period of ten years. 


(35) In recent months, the Special Senate Committee on Aging has as- 
sembled much evidence concerning the plight of many retired persons who are 
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obliged to depend upon the flat-rate pension of $75 per month as their sole — 
means of support. What is not yet clear is the amount necessary to guarantee _ 
every old person a socially-acceptable standard of living. The Council favours _ 
a further immediate study to determine what would be the appropriate amount 
of a flat-rate pension. It is acknowledged that such questions as regional — 
differences in standards and price spreads between urban and rural areas are ~ 
not easily resolved. Such a study might well indicate, however, the desirability 
and practicability of introducng a differental between rates of payment to 
single persons and married couples. 


Excepted Employment 


(36) The Council recognizes that for a variety of reasons certain forms 
of excepted employment must exist. The position of persons who are excepted 
as low earners has already been discussed and likewise the defining of ex- 
cepted persons by regulation and by interpretation. But other problems re- 
main. 


(37) Some question may be raised regarding the treatment envisaged for 
the Canadian armed forces and for the R.C.M.P. If this exception is necessary, 
does it imply some inequality in the pensionable position of federal, provincial 
and municipal police personnel? Would it not be possible for modifications to 
be made in both R.C.M.P. and army retirement plans so that they could be 
dovetailed with participation in Canada Pension Plan contributions and bene- 
fits? This, after all, is the problem with which thousands of private pension 
plans will have to cope. 


(38) The proper integration of private pension plans with the Canada 
Pension Plan presents problems which must be of concern to all those invited 
to make submissions to the Joint Parliamentary Committee. Perhaps one 
example will suffice. Many private employers expect their female workers 
to retire at age sixty. Unless such people are ready and able to obtain new em- 
ployment elsewhere, they are denied the opportunity to make five to ten 
years’ contributions to the Canada Pension Plan. In the transitional stages 
of the Plan these contributions would yield much more than an actuarial re- 
turn and the employer will therefore be blamed for the substantial loss in 
benefit if he requires the scheduled separation at age sixty to take place. 


THE ADEQUACY OF BENEFITS 


(39) The general question of benefit levels does not lend itself to easy 
analysis. Duration and recentness of contributions (including different lengths 
of time for different risks covered), the effects of escalation, the level and 
consistency of earning levels on which certain portions of some pensions are 


based, as well as differences in program objectives, contribute to this problem. — 


However, certain general observations can be made and a number of specific 
points can be stated. 


(40) In giving consideration to the adequacy of the proposed benefit levels, — 
the Council has focussed attention on the position of particular “income groups” 
and categories of beneficiaries. Additionally, various inconsistencies have been — 
examined which in the Council’s opinion require modification if the fullest — 
measure of social adequacy is to be achieved. The aim of the brief is to com- — 
ment on a sufficient number of expected situations to show the broad nature of — 
those problems of chief concern to the Council. 7 


(41) Within the range of incomes which come fully within the Plan, the — 
Canada Pension Plan provides the greatest degree of effective income security — 
to those at and toward the upper end of the earnings scale. The corollary is 
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that the least real protection is available to those at or near the lower end of 
the scale. The fact that under the contributory approach the relative cost to the 
conributor decreases with the lower earnings does not, in this context, detract 
from the importance of the point. 


(42) An examination of the tables provided in the August 1964 White 
Paper suggests that, under these circumstances, a relatively generous level of 
retirement pension is available to those who have enjoyed consistently high 
earnings throughout their working lives. After the Plan is past the transition 
period, a single contributor does very well if he is seventy and if he has been 
earning an average wage or better. Under these circumstances, even retire- 
ment at age sixty-five should pose no serious problem, although it reduces the 
pension level. At the lower end of the earning scale, a single contributor does 
less well. Indeed, an earning record of $200 per month will be necessary if 
he is to retire at age sixty-five with a pension of $101. Relative to his previous 
economic worth, that retirement pension may be considered substantial. In 
terms of his social need, it may be only barely adequate. As a general rule 
those Canadians who have only been able to sustain an earnings record of $200 
per month or less are the least likely to have been able to provide for private 
supplementation. 


(43) A contributor with a dependent spouse of younger age faces an 
entirely different prospect. Until such time as the spouse reaches age sixty- 
five, the single rate must suffice. If need exists, public assistance is required. 
A contributor who retires while still maintaining a spouse and dependent 
children, a situation which is not infrequent, may be in an even more difficult 
position. 

(44) The Council is of the opinion that consideration should be given to 
developing retirement pensions which provide dependants’ benefits, to cover 
the normally short period of years before the spouse who is younger receives 
a pension in his or her own right. This concept, which is already an accepted 
principle with respect to war pensions, should be extended as well to dependent 
children. 


(45) Another particular facet of the Plan merits attention. During the 
transition period a large number of Canadians will retire without having had 
the opportunity of contributing to the Plan long enough to earn the full benefit. 
To provide for this group, the Council would recommend again at this time 
that the full amount of the basic Old Age Security payment, currently set at 
$75 per month, be made available to those who retire between ages sixty-five 
and sixty-nine and to their dependent spouses provided that, on an earnings- 
test basis, there is no reduction called for in the wage-related portion of their 
pension. In other words, this $75 pension at sixty-five or upwards would be 
confined to those who are out of the labour market and whose earnings are 
limited as defined in the Plan. 


(46) While the availability at sixty-five of the full Old Age Security 
payment for those who have retired with inadequate means is most important 
during the transition period, the Council believes it makes equally good sense 
as a permanent feature of the Plan. | 

(47) In light of this proposal, it is suggested that the option of taking the 
Old Age Security on a pro-rated basis between the ages of sixty-five and sixty- 
nine should be re-examined. Similarly, another look might be taken at the 
alternative of a gradual lowering of the commencement age for the full com- 
bined retirement plan. 
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(48) As has been recorded above, the Canadian Welfare Council commends 
the Plan for providing social insurance protection against disability. However, 


the provisions respecting disability would seem to need improvement in two ~ 


directions. 


(49) The disability pension available to a single contributor should be 
sufficient to provide an adequate minimum income in all cases. While the Joint 
Parliamentary Committee has already been advised that this is a costly provi- 
sion, the Council nevertheless holds to the view that the level of benefits 
must furnish sufficient income to ensure that the disabled person can live at a 
socially-acceptable standard of living. To the extent that it is practical to do so, 
account should be taken in determining the minimum amount of certain addi- 
tional living expenses which may be attendant upon the disability itself. Again, 
it is necessary to note that even those contributors earning $4,200, a little 
over the present average wage, will receive a benefit totalling $90.63 per month. 
At $1,200 a year, the figure would be $43.75. The absolute minimum is of 
course lower still. The prospect of a relatively young person living a lifetime 
at this sort of standard hardly commends itself. 


(50) The Council would also argue that provision should be made for 
the dependants of the disabled contributor. The alternative is the utilization 
of public assistance where need is apparent. Yet the importance of maintaining 
the family unit in as nearly a normal way as possible is a recognized social 
objective. 


(51) The Council’s concern in respect to the widows’ pensions is again 
with the adequacy of benefits provided. For a large number of widows aged 
45 to 65 without dependent children, a monthly benefit of say $39, $53, or 
even the maximum $64 per month is hardly adequate. It is recognized that the 
problem which exists in the case of a widow (without dependent children) 
below a certain age is more difficult to measure. The Plan proposes a scaling 
down of benefits to the point where at age thirty-five no pension is available. 
Before the scalling-down technique is finally accepted, the Council is of the 
opinion that alternatives such as an earnings test might be examined. 


(52) The provision of a flat-rate benefit for orphans (as defined in Bill 
C-136) is commended, although how the particular amount of $25 a month 
was set is not clear to the Council. In any case, the ceiling placed on the total 
benefit that can be paid to any one family is in the Council’s opinion unsound 
and should be removed. 


(53) The Canadian Welfare Council does not advance these various rec- 


ommendations relating to the adequacy of benefits without full recognition of © 
their consequences. The Canada Pension Plan, as interpreted in the White a 


Paper, seeks to guarantee the security and dignity of those covered by extend- 
ing reasonable levels of income maintenance. The Council holds that this 
objective must be translated into realistic achievement for the largest possible 
number of Canadians, including those at the lower end of the earning scale. 
All the proposals made above have been directed towards this goal. 


(54) The Canadian Welfare Council has advanced a number of sugges- 
tions which depart to some degree from the contributory concept which is 
central to the Pension Plan. The purpose has been to introduce and stress 
minimum benefits in line with suitable social objectives and to lessen depen- 
dence on means-test assistance. A contributory plan should be designed so that 
those parts of it which cannot with justice be paid for entirely on a contributory 
basis by individuals or heads of households should be identified and financed 


from other sources. It is the Council’s contention therefore that these extra. a 
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within or complementing the Plan should be financed from general revenue 
as tax-supported undertakings of one or more levels of government. 


(55) To a considerable extent the Council’s proposals in this section on 
adequacy of benefits merely involve alternative ways of organizing and paying 
for services. A calculation of the additional net cost has not been attempted. 
The Council’s emphasis rather has been upon desirable social objectives which 
can in due course be achieved. 


REVIEW PROCEDURES 


(56) It will be recalled that attention was drawn to the need to assess the 
Canada Pension Plan, like any social security measure, in the light of future 
circumstances. Consequently, the Council believes that any plan as basic as 
the Canada Pension Plan should have built into it procedures which ensure 
that formal assessments will be made of its operation. It is important also 
that the results of such assessment should be readily available to the public. 


(57) Review is provided for in Clauses 116, 117 and 118. The Council 
believes that the procedures set down would be strengthened by the deletion 
of the phrase, “the state of the Canada Pension Plan Investment Fund” in 
Clause 117(4), and by the inclusion of a more precise definition in Clause 117(1) 
of the composition of the Advisory Committee. It should be made quite clear 
that in addition to their representative character, those appointed to this Com- 
mittee should be persons of stature, technically competent and experienced in 
matters relating to this field. 


(58) The Council urges that the Advisory Committee be required to pre- 
pare, in addition to its annual report, a quinquennial review and to table each 
of these documents in the House of Commons, as is required of the report of 
the Chief Actuary (Clause 116(3)). Observance of this procedure would enable 
Parliament to consider whether or not the Plan was achieving its social objec- 
tives in the light of current conditions. 


APPEALS PROCEDURE AND OTHER COMMENTS 


(59) This submission to the Joint Parliamentary Committee would be 
incomplete if it did not draw attention to several questions which, in the 
Council’s view, require serious consideration. The first of these concerns the 
appeals procedure made available to the individual contributor or beneficiary. 
The Council is not certain that the appeals provisions are in fact adequate in 
their present form, particularly to safeguard the position of persons with small 
incomes who are required to become contributors and whose benefit entitlement 
might be in dispute. It would be most unfortunate if the appeals provisions 
which became law were deficient in any significant way. It is urged therefore 
that this part of the Bill and the pertinent regulations be subjected to the 
most careful study before being finalized. 


(60) The above comment gives rise to a second observation, namely, the 
complexities of Bill C-136. The Council has noted from evidence presented to 
the Joint Parliamentary Committee that the Department of National Health 
and Welfare anticipates the need for interpreting this program in laymen’s 
language. Additionally it is noted that the Bill authorizes the responsible minis- 
ter upon request to advise a contributor of his earnings record once a year. 
The Council recommends that each contributor be furnished with a record of 
contributions once a year. In addition it is suggested that consideration be 
given to the practicability of calculating and reporting similarly on the con- 
tributor’s general benefit entitlement. 
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(61) In relation to the difficult questions raised in the two previous 
paragraphs, the Council further recommends that these matters both be 
accorded particular attention by the Advisory Oru tce as part of its initial 
review of and report on the Plan in operation. 


(62) The need for adequate statistical data is self-evident. It is to be hoped | 


4 
3 
q 
r 
: 


- that computers can be programmed in such a way as to ensure that ten, twenty 


or more years from now, major decisions that may be necessary are not made 
more difficult because of the absence of necessary data. 


(63) Finally, the Canadian Welfare Council wishes to express the view 
that flexibility should be preserved in the making of those regulations which 
will affect the eligibility of Canadians to benefit by the Canada Pension Plan. 


COMPLEMENTARY PROGRAMS > 


(64) The Council recognizes that no single plan can meet all contingencies, 
no matter how well constructed and administered. While the Canada Pension 
Plan, if modified as suggested, will provide a central pillar of basic security 
for the majority of Canadians, complementary welfare provisions will plainly 
be necessary for the foreseeable future to round out the overall social security 
program. Basically, two types of welfare undertakings are required—the 
supplying of income to those in need and not otherwise provided for, and the 
provision of other social services for all Canadians who require them. Both 
are already in operation throughout Canada to a greater or lesser degree, while 
among the unmet needs is the whole question of sickness cash benefits. 


(65) This submission has already noted that an overall assessment is 
needed of all social security programs if the most rational use is to be made 
of social welfare resources. Pending the completion of such an overall as- 
sessment, studies should be initiated immediately by the Department of Na- 
tional Health and Welfare to ascertain both for the short and long terms the 
probable impact of the Canada Pension Plan on present and future public 
assistance caseloads in order that provincial authorities responsible for the 
administration of these programs might have assistance in adjusting their opera- — 
tions to the extent warranted. 


> 


(66) The provision of social services for all Canadians, whether they are 
in receipt of income security benefits or not, is a matter which has engaged the 
attention of the Council for many years. Basically the position is that such 
services, whether they involve personal counselling, help in planning living 
arrangements or other such help, should be available in the community for 
those individuals and families who require them from time to time. The fact 
that this is being raised in the context of the Canada Pension Plan should not 
be taken to suggest that a direct relationship exists, or should be presumed 
to exist, between the receipt of publicly administered money benefits and the 
need for social services. Rather, the point to be made is that the receipt of 
“automatic benefits” should not make it more difficult for those who need such 
services to obtain them. 


Te a 


Se 


(67) If it can be said that the Canada Pension Plan will provide income 
maintenance with dignity for a large segment of the Canadian people, this — 
development should not allow the Government of Canada, the governments of — 
the Provinces and their municipalities to lose sight of the importance of at- — 
taining the same objective for those in receipt of public assistance. : 


ee os 


(68) The development of an improved system of public assistance remains © 
an important immediate objective. The Council’s position was included in its 
1958 policy statement in this form: 
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“The basic function of public assistance . . . should be to serve as 
a residual resource for people in need who are insufficiently cared for 
through other programs or who slip through the meshes of their pro- 
visions. Public assistance is the final guarantee that such people shall 
not lack the necessities of life.” 

“There should be a federal Public Assistance Act which would be, 
in effect, an extension of the Unemployment Assistance Act and which 
would enable the Dominion government to share the aggregate costs 
to a province, and to the municipalities in a province, of providing fi- 
nancial assistance to all persons who are in need. The Old Age Assistance 
Act, the Blind Persons’ Allowances Act and the Disabled Persons’ Allow- 
ances Act should be incorporated as specific sections of this general Public 
Assistance Act. The proposed Act should, under these sections, provide 
the provinces with the option of continuing old age assistance, blind per- 
sons’ allowances and disabled persons’ allowances as separate programs, 
or of incorporating these categories in a generalized public assistance 
program with the same provisions respecting the sharing of costs as in 
the Unemployment Assistance Act.” 

“The operation of all public assistance programs should be based 
upon sound and clearly defined standards, particularly with respect to: 
(a) Amount of assistance. The appropriate federal or provincial authori- 

ties should determine, on a continuing basis, the minimum costs of 

individual and family maintenance at a level consistent with health 
and decency. This implies: 

(i) A definition of what constitutes a minimum level of health and 

decency. 

(ii) A schedule of minimum requirements based upon this definition, 
and related to the age and size of the family unit. 

(iii) The periodic translation of minimum requirements into mone- 
tary terms, appropriate to the specific community, which would 
form the basis of public assistance payments. 

(b) Administration. A substantial part of the effectiveness of public 
assistance programs depends upon the quality of administration, 
since the way in which applicants are assisted is in itself an essential 
part of the benefit provided by the program. This implies: 

(i) Adequate provision for qualified staff, equipment and offices. 

(ii) Effective use of social welfare services, such as casework and 
counselling. 

(iii) Prompt action on applications for assistance. 

(iv) The right of appeal against administrative decision.” 


(69) Finally, at no time should the Government of Canada or the govern- 
ments of the Provinces lose sight of the overall objective—to develop a system 
of social security for Canadians composed of individual programs which have 
been carefully devised and which are capable of being welded together into 
an integrated and balanced whole. 
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CONGRESS OF CANADIAN WOMEN, TORONTO. 


(Lower the Universal Pension Age to 60 for Women) 


DECEMBER, 1964. 
Honorable Members of the Committee: . 


On March 2 of last year, following upon the announcement by the Min- I 
ister of National Health and Welfare, that the Government was preparing to a 
introduce a Canada Pension Plan, our organization submitted to the Prime 4 
Minister and to the Hon. Judy LaMarsh its views on one important aspect of — 
the proposed Plan, namely, the universal pension age at which all citizens are | 
entitled to receive the full Old Age Security Pension. ‘a 

We now wish to draw this submission to the attention of the Commission q 4 
for its consideration. a 

May we say in introduction that the views we expressed at that time have | 
not changed. Indeed, they are increasingly confirmed in the face of the speed — 
of present-day technological developments. These developments which consti- q 
tute a veritable “technological revolution,” call now for concepts and corre- q 
sponding practical measures to meet the needs of our drastically changing 
society. 


The text of our submission of March 2, 1964, follows: 


LOWER THE UNIVERSAL PENSION AGE TO 60 FOR WOMEN 


We welcome the proposal of the Government to introduce in the present — 
session of Parliament an extended Canada Pension Plan—a plan that is to be — 7, 
made up of the $75 Old Age Security Pension payable to all Canadians at 70, 
and the maximum contributory pension of $100. a 

Adoption of a plan of this kind will mark a step forward in making it pos- 
sible for those who have pioneered and worked hard and long to build up our © 
highly industrialized economy to spend their declining years more free from : 


But the proposed plan falls short of what is needed today. . 
We want, in this submission, to deal with only one aspect which in our 
view cannot be omitted from any serious consideration of such a plan if it is 
to provide an adequate solution either for present needs or for the future. - 
We refer specifically to that part of the plan dealing with Old Age Security, 
that is, the proposal that the universal pension age at which every citizen re-_ 
ceives the Old Age Pension remain at 70 years, and at 65 with the means test. 
This, in our opinion, is an outdated concept no longer in keeping with presia i 
ent conditions and needs. 4 
The speed and intensity of today’s production processes have prodieai 
strains and stresses in modern working and living conditions that have greatly 
affected the working life of men and women. Their ability to continue working = 
until the age of 70 before they are entitled to an unconditional and full Old 
Age Pension becomes considerably impaired. 5 
It is basically for this reason that we recommend that the universal pension 
age be lowered—to 60 for women and 65 for men, and without the Jeeradina 
means test. a 
Canadian Women Need Pensions at 60 pm 
The women of Canada have played an important part in building up ot r 
country—in industry and offices, on the farms, in the professions and in the: we 
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F communities. And not least, they are in addition and in the majority, mothers 


and homemakers. Theirs is a multiple responsibility: they are the bearers of 


the country’s children and spend a considerable part of their married lives in 


rearing them; they are the homemakers, with the many hours of work and 


the anxiety that entails particularly when, as is the case, the incomes of the 
majority of families are below the standards recommended as adequate by 
welfare bodies. In addition, increasing numbers of them are going out to work 
and/or taking part in socially useful activities outside the home. But whether 
going to work and keeping the home besides, or devoting themselves entirely 
to the family, their health is affected by the excessive strains and demands of 
our modern speeded-up society. 


What is the situation that today confronts women of 60? 


(a) Many, because of the factors mentioned above are exhausted at an 
earlier age. They are unable, or find it increasingly difficult either to. 
maintain themselves, or to support or help support a family. 


(b) Many others, because of their age, are laid off with little or no hope 
of getting another job. This is particularly the case today. New 
techniques and automation are displacing more and more workers, 
both men and women. Measures have not been taken by govern- 
ment and industry to regulate the automating economy so that it 
can absorb the growing labor force. If chronic mass unemployment, 
which has become a feature of the Canadian economy, is to be 
ended, and if the large numbers of young people who yearly come 
on to the labor market are to be given a place in the work world, 
the earlier retirement of older workers becomes all the more neces- 
sary. 


In these circumstances the ten years between 60 and 70 become for all 
too many a painful period—how to even exist, let alone enjoy a measure of 
comfort and decency after long years of work. 


Can Canada afford to lower the universal pension age? 


We maintain it can. 

1. The great accumulated wealth of our country rests on and keeps on 
growing on the foundation of the labors of succeeding generations of working 
men and women. We have great natural riches. Our working people are skilled. 
Our capacity to produce rates among the highest in the world. 

Standing already today on this high productive plane, Canada is entering 


the new industrial revolution based on electronics and automation. Our poten- 


_ changes in industrial techniques, to act in the interests of the common good. It | 


tial to produce will soon rise to new heights. The social consequences will equal 
the sweep of the new productive capacity. 
The Government has the responsibility, in the face of these fast-occurring 


- must take the necessary legislative action to ensure that the country can absorb 
_ this great new wealth and distribute it equitably among the people—the ultimate 
- consumers of all production. 


The social need to meet the onrush of the new industrial revolution is the 


f e . ° . ° . . ° 
‘provision of more leisure time. One of the means of providing more leisure time 
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is through an earlier retirement age with pensions adequate for the maintenance 


of socially accepted living standards. 
Indeed, Canada cannot afford to take those steps now. Our Government 
can and must prepare the country now for the new age of abundance. That is 


its duty to the people. 
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2. We submit that the additional needed funds could be made available 
for extended pension purposes such as we propose: 


(a) by taxing the great accumulations of private corporate wealth and 
profits that have come out of the labor of working men and women; 

(b) by a drastic cut in the enormous and largely wasteful military ex- 
penditures. 


3. Pensioners constitute a considerable body of consumers in the country. 
Adequate purchasing power in their hands will make for a healthy national 
economy. It will help to create employment. 

And equally important, retirement at an earlier age, and with a suitable 
pension (presently proposed schedules are not nearly enough), will give our 
older citizens a longer period in their declining years in which to be free from 
want and anxiety—a time of well-merited rest and enjoyment of the latter 
years of life. 


LOWER THE UNIVERSAL PENSION AGE NOW! 


We would like to note, on the basis of inquiries we have about pension 
plans in a number of countries, that in almost all of them the pension age is 
lower than 70—whether the plan is universal, contributory, based on years of 
service, or a combination of these and including the means test. The point we 
want to make is that the principle of a lower retirement age has been estab- 
lished in most countries, regardless of the nature of their pension schemes. In 
Great Britain, for example, it is 60 for women and 65 for men, with a means 
test; in Switzerland 63 with no means test; in New Zealand 60 with means test; 
in Denmark 62 and 67—-no means test; in U.S.A. 62 and 67 with means test; in 
the USSR 55 and 60—no means test. 

All this only serves to strengthen our opinion that in Canada, which ranks 
among the highest in industrialization and national wealth, the taking into 
account all the factors we have mentioned, the universal pension age should 
be reduced to the levels we recommend—60 years for women, and 65 for men. 

In conclusion: the time is past, in this age of electronics, of great and 
growing productivity, when Old Age Pensions can be looked upon as an act 
of public charity and the recipients as paupers to whom a dole is handed out. 
We repeat and want our legislators to ponder over it—that it is the working 
men and women who have created the great wealth of our country, the greater 
part of which has found its way into the hands of giant monopoly concerns, 
while those who have created it find themselves in the majority nearing the 
end of their lives in want or near want by today’s accepted standards. Is it 
not time to put an end to this shameful situation, to make it possible for our 
older citizens to retire on a decent pension and at an age when they still have 
before them a fair number of years in which to rest and enjoy life and to 
engage in activities according to their interests? We can do no less for them. 
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APPENDIX All 


Dated January 13th 1965 
IN THE MATTER OF 


Petition for the lowering of 
the Universal Pension Age 
to 60 for Women. 


STATUTORY DECLARATION 
of 
VIOLET DEWHURST 


Wray, Russell, etc., Barristers, 
731 Dovercourt Rd. Toronto 4. Ont. 


DOMINION OF CANADA\ In the Matter of Petition for the lowering of the 
PROVINCE OF ONTARIO] Universal Pension Age to 60 for Women. 


COUNTY OF YORK 
LO UWE: 


I, Violet Dewhurst, of the City of Toronto in the County of York, Secretary, 
DO SOLEMNLY DECLARE THAT: 

1. I am Secretary of the Congress of Canadian Women which body 
has presented the above mentioned petition for signature by adult 
persons across the Dominion of Canada. 

2. I have personally counted the signatures and addresses on the said 
Petition and find them to be from various places throughout Canada. 

3. There are 3,960 signatures endorsed on the said Petition. 

AND I make this solemn Declaration conscientiously believing it to be true, and 
knowing that it is of the same force and effect as if made under oath, and by 
virtue of “The Canada Evidence Act.” 


DECLARED before me at the City of Toronto 
in the County of York VIOLET DEWHURST 


this 13th day of January 
A.D. 1965 


Blair H. Thomson, 
A Commissioner, etc., 
Notary Public for Ontario. 


(Note: the petition mentioned herein has not been tabled.) 
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APPENDIX Al2 


BRIEF presented to the Government by 4 
THE SENIOR WOMEN’S COMMITTEE FOR PENSION INCREASE 
(Toronto, Ont.) 


spring by women in Toronto as a result of a trip through the provinces to the 

West Coast, and finding the distress among Senior Citizens who are compelled 

to subsist on $75.00 a month the same in all provinces. We decided to issue the © 
following petition: 

We, the undersigned, request the Federal Government to raise thell 

Old Age Pension to $100.00 per month, tied to the cost of living. We 

also request that the pension age be reduced to 65 years. 


The Senior Women’s Committee for Pension Increase was formed last 
r 


With the help of the newspapers this petition has gone across Canada — 
from Newfoundland to the North West Territory. We have thousands of signa- | 
tures and letters in support of it. 4 


We strongly object to the people being indoctrinated with the idea that the , 
Old Age Pension is charity. 


The Pension is not enough for anyone to live on and the Governments _ 
acknowledge this in giving supplementary aid, one province gives $24.00. 


The price of a decent place to live plus other expenses especially drugs q 
is impossible on $75.00 a month. Most of those trying to live on this are hungry | : 
and cold, they are lonely, afraid and sick. 


Our Senior Citizens have all done their part in building Canada into thei 
wealthy country it is today and we are passing on the results of our work to the © 
younger people as the result of the work of our parents and se oprah was | 
passed on to us. 4 


We understand that 4% of the income tax goes to build up the Old Age | 
Pension fund. The prosperity of a country depends on the money that is spent ; 
and if the Old Age Pensioners had $25.00 a month more it would be approxi- — 
mately $275 million a year which would give a tremendous boost to the Cana- 
dian economy. 


The age for the pension should be reduced to 65 years. No one in Canada — 
can get work when nearing this age and it would take about $15,000 for a 
couple to live for 5 years until they qualify for the pension and few people 
have that much saved. 


It is reported there will be a surplus of approximately $400 million in the % 
national budget and we respectfully suggest that the Government has on hand 
sufficient funds to raise the pension immediately. 


al ’ 


We agree heartily with your statement that Canada needs an expansio ee 
policy and there would be no better way than to give those who need it a 
ey income. 
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therefore we respectfully urge that the pension be raised to $100.00 per month 
at the age of 65, so our elderly people can live in dignity and self-respect. 
Respectfully submitted, 
ETHEL NEILSON, 
Chairman. 


MARGARET BRADLEY, 
Sec’y Treasurer. 
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(Meetings held during adjournment of the House) 


MINUTES OF PROCEEDINGS 


Monpay, January 18, 1965- 
(29) 


The Special Joint Committee of the Senate and of the House of a 
on the Canada Pension Plan met at 10:10 o’clock am. this day. The Joint 
Chairman of the Senate section, Senator Fergusson, presided. Ske 


Members present: 


Representing the Senate: Honourable Senators Boucher, Croll, hernia! Fer- 
gusson, Smith (Kamloops), Smith LEC CISs SerLartien Stambaugh, Be 
valdson—8. 
’ Representing the House of Commons: Mrs. Rideout and Messrs. Basford, 
Cantelon, Cashin, Francis, Gray, Knowles, Laverdiere, Leboe, i Maca- 
luso, Monteith, Morison, Munro—14. 

In attendance: From the E. B. Eddy Company: Messrs. W. D- ‘Moffatt, 
President, and D. Hutton, Secretary-Treasurer. 


Also in attendance: Mr. BG eg Oe Osborne, Technical Adviser 40 this Com- 
mittee. 


Mr. Moffatt was invited by the Joint Chairman to make a preliminary 
statement. Then both Messrs. Moffatt and Hutton were questioned thereon. 


On motion of Senator Croll, seconded by Mr. Munro, 

Resolved,—That the briefs previously submitted by both the E. B.' Eddy 
Company and the Canadian Pulp and Paper Association respectively be printed 
as appendices to this day’s Minutes of Proceedings and Evidence. (For the 
brief submitted by the E. B. Eddy Company, see Appendix A13) (For the 
brief submitted by the Canadian Pulp and Paper Association, see Appendix 
Al4). 


Their examination being concluded, the witnesses Messrs. Moffatt and 
Hutton were thanked by the Joint Chairman, and they retired. 


At 12:15 o’clock p.m. the Committee adjourned until 2:30 o’clock this 
afternoon. 
Maxime Guitard, 
Clerk of the Committee. 


AFTERNOON SITTING 
(30) 
The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan reconvened at 2:35 o’clock p.m. this day. The 
Joint Chairman of the Senate section, Mrs. Fergusson, presided. 
Members present: 


Representing the Senate: Honourable Senators Boucher, Croll, Denis, Fer- 
gusson, Smith (Kamloops), Smith (Queens-Shelburne), Stambaugh, Thor- 
valdson—8. 


1061 
21753—13 


CPP Rea RY ORIEN SHEMET EA BN CG Ta ede hl Ca en aes 
suai 3 fe SN At ey VP A! 


this day. 


Yay MAT to Byes 
i Y i ¥ 


1062 | JOINT COMMITTEE 


Representing the House of Commons: Mrs. Rideout and Messrs. Basford, 
Cantelon, Cashin, Cété (Longueuil), Francis, Gray, Knowles, Laverdiére, Le- 
boe, Lloyd, Macaluso, Monteith, Morison, Munro—15. 

In attendance: Mr. David Kirk, Executive Secretary, and Mr. Lorne Hurd, 
Assistant Executive Secretary, The Canadian Federation of Agriculture; Mr. 
R. C. Dowsett, Fellow of the Society of Actuaries. 

Also in attendance: Mr. J. E. E. Osborne, Techincal Advisor to this Com- 
mittee. 


The Joint Chairman introduced the representatives of The Canadian Fede- 
ration of Agriculture, Messrs. Kirk and Hurd. 


On motion of Senator Croll, seconded by Mr. Knowles, 


Resolved: That both the briefs previously submitted for distribution by 
The Canadian Federation of Agriculture and Mr. Dowsett be printed as appen- 
dices to this day’s Minutes of Proceedings and Evidence: 

(a) Brief submitted by The Canadian Federation of Agriculture (See 
Appendix A15) 
(b) Brief submitted by Mr. R. C. Dowsett (See Appeniie Al6). 


Mr. Kirk read the brief prepared by the Canadian Federation of Agricul- 
ture, and he and Mr. Hurd were questioned. Mr. Osborne was also questioned. 
During the questioning certain information on farm incomes were requested 
and Mr. Kirk agreed to provide the Clerk of the Committee with the requested 


: information. 


The questioning being concluded, the Joint Chairman thanked the wit- 
nesses who then withdrew. 


Mr. Dowsett was called, the Joint Chairman explaining that the witness 
was presenting his views as an individual and not as a representative of his 
firm. Mr. Dowsett summarized his brief and was questioned. 


_ The questioning being completed, the witness was thanked by the Joint 
Chairman, and withdrew. 


At 5:50 o’clock p.m., the Committee adjourned until 8:00 o’clock p.m. 


Dorothy F. Ballentine, 
Clerk of the Committee, pro tem. 


EVENING SITTING 
(31) 


The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan reassembled at 8:05 o’clock p.m. this evening. 
The Joint Chairman of the House of Commons section, Mr. Cameron (High 
Park), presided 


Members present: 
Representing the Senate: Honourable Senators Croll, Denis, Fergusson, 
Lefrancois, Smith (Kamloops), Stambaugh, Thorvaldson—7. 


Representing the House of Commons: Mrs. Rideout and Messrs. Basford 
Cameron (High Park), Cantelon, Cashin, Coté (Longueuil), Francis, Gray, 
Gundlock, Knowles, Laverdiére, Lloyd, Macaluso, Monteith, Morison, Munro, 
Prittie—17. 
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Maxime Gian ie 
_ Clerk of the Committee. 


EVIDENCE 


MOonpDaAyY, January 18, 1965. 


The CHAIRMAN (Hon. Mrs. Fergusson): Mrs. Rideout and gentlemen, 
we now have a quorum. Mr. Cameron will not be with us this morning. 

The first brief listed on our program is that of the Canadian Pulp and 
Paper Association. No one from that association is appearing before us, but 
they have sent in a brief. If any member of the committee has not received it 
the clerk will be glad to give you one. 

Mr. W. D. Moffatt, the President of the E. B. Eddy Company, is appearing 
on behalf of that company, and we have his brief. 

Is it agreed that these two briefs be added to the minutes? 


Agreed. 


The CHAIRMAN (Hon. Mrs. Fergusson): I now call upon Mr. Moffatt. I 
understand, Mr. Moffatt, that briefs which are sent in are not read again as 
they will be published in the minutes. Witnesses have been giving evidence 
as to what they consider to be the highlights of the briefs, and summarizing 
what is in them, and then submitting themselves to questions by the com- 
mittee. Having said that, I would ask you to commence. 


Mr. W. D. Morratt (President, The E. B. Eddy Company): Thank you, 
Madame Chairman. This is my first appearance before a body of this kind 
so I would like to have your indulgence. Please be kind to me, otherwise 
I shall not be back. 


Mr. KNOWLES: You must agree that we have given you a warm welcome 
this morning. 


Mr. MorrattT: Our brief is short, and purposely so because we think you 
have been burdened with a great deal of material, much of it relevant but 
much of it, perhaps, would have been better left unsaid. Many statements 
have been made, and we, on our part, wish to confine our remarks to the 
effect of the pension plan upon the E. B. Eddy Company. 

If we were designing a plan, as we say here, to supplement our present 
plan, or installing an entirely new plan, we would have gone about things 
somewhat differently. That does not mean to say we would have been right, 
but our methods would not have been the same as those adopted by the 
drafters of Bill C-136. 

We, having a plan, would have enlarged that plan. We would have improved 
it to make it more encompassing, to take care of its shortcomings, if we saw 
shortcomings. We would not have designed an entirely new plan, as you 
have done. 

We say it should not have been necessary for the Government to take 
this step, because it already has a plan. It has the Old Age Pension plan. This 
too could have been enlarged, and the administrative costs would have been 
much less had the Government handled the matter as we suggest. 

Nothing we say here, in my opinion, will change the bill at all. We 
think that Bill C-136 will go through essentially as drafted, but we do believe 
that there are some details in it that should be given attention. However, our 
general comment at the beginning is that we think that the approach was 
wrong. We think you should have one pension plan—not two. 
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It will be difficult to Hea Pes this bill to our nab We np sufficient 
difficulty at present, with Government regulations. There are departments set 
up which do nothing but handle returns, deductions, and so on. This new 
plan will complicate matters and make our lives more miserable. 


We do not think it was necessary to put us and others in this position— 
had you moved towards one bill rather than two. It will be extremely difficult, 
to tell people just what they are to pay and what they will get. 


Many members of the committee, many of the members of the house, 
many of those appearing before you, certainly including myself, do not under- 
stand this bill. Our employees are not accountants, they are not lawyers, 
they are merely workmen. While many of them have been with the company 
for a number of years, many have held the same job—they might be in con- 
verting or they might be in the mill—and it is asking much from them to under- 
stand this bill. 

Furthermore, we believe this bill has a tendency to inspire inflation. We 
suggest that, if your particular approach is right, it is equally sound to apply 
the cost of living index to bonds, savings, rents, wages and prices. If it is 
sound in one direction, it is equally sound in these other directions that I 
mention, and still other directions will occur to you. 


From the start, man has provided something for his old age, for his poorer 
seasons, and we believe there should be no departure from that principle. It 
may be that we are approaching the time it is necessary for one to look to 
tomorrow and do something about it. 


There is another point. It will be difficult to handle the requests for refunds 
which we make on behalf of employees. It is not clearly stated that refunds 
will be given to the companies, but we assume that provision for this will be 
made. As we read the bill now, we understand it provides only for refunds 
to the individual. 


There is also the question as to how these are to be handled. Some em- 
ployees have little enough to begin with, especially those who are at the $600 
wage level; and if you take from them twice as much as they should con- 
tribute, it means taking an important portion of their earnings. At that wage 
level, he has nothing to spare. There will be difficulty also in collecting money 


from those who are not employed by companies, who are self-employed, yet 


earn $600 and over. 


Integration is brushed off very lightly in the White Paper. It is indicated 
that this is a matter between employers and labour, that it is something over 
which the Government has no control and in regard to which the Government 
does not intend to exercise any influence. As a result, in many cases the existing 
pension plans will continue, the new pension plan will also come into effect, 
and the old age pension plan will apply; so this will be a many-pensioned > 
nation. . 

My company has one particular problem. We stand astride the Ottawa 
River, with one foot in each province. When the Province of Quebec established © 
an income tax, we had problems in adjusting the tax deductions for our em-— 
ployees so as to ensure an equitable and proper division between federal and 
provincial plans. It took us about two years to obtain clarification of the 
regulations. We find that the wording which caused us so much trouble in the 
Income Tax Act is being used also in the Canada Pension Plan. We feel a 
change is necessary there and that an adjustment would save us much trouble. 


We are almost unique in this field, but we understand there are one or 
two companies out west which operate, on the border, partly in one province 
and partly in another. I refer to Alberta and Saskatchewan. We are about the 2 
only one here on the Ontario-Quebec border. 
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Many administrative points need to be clarified also. Your methods should 
be announced so that we and others can look at them before the bill itself is 
adopted. This is not a committee en which the provinces are represented. There- 
fore, we think the provinces should do likewise, if they draw up pension plans 
of their own. 

We say in our brief that we leave to others, discussions pertaining to the 
economics and actuarial soundness of the plan. We do so because we are not 
actuaries, we are not lawyers, we are business people trying to run a company. 
For that reason, we can but assume that your actuarial findings are sound. 
If they are not, we assume that any corrections necessary will be pointed out 
by the insurance companies and others concerned. 

We think there are some values and also some dangers in these accumulated 
funds. We will be guided by any questions on that particular point, but again 
we leave that largely for discussion by others. 

With regard to the release and return of funds from the provincial gov- 
ernments, this is going to be quite a problem in the future. I hope that it 
will not be quite as serious as I believe it will be. 

There will be an effect on industry as far as the shortage of funds is con- 
cerned. 

We will become, as I mentioned before, a multiple-pensioned people. 

There will be an effect on export costs and on the competitive position. 
Governments are constantly urging us to increase our exports, to become com- 
petitive in costs, and we are trying very hard to do so. 

A plan of this kind superimposed on what we already have will make the 
competitive position somewhat difficult. 

There will be adjustments and provisions for them. These will come about, 
and I think we must all admit that this will happen. 

I dealt with integration and the long-term effects of compulsory savings— 
and this is a compulsory savings plan. 

There will be an encouragement to a rise in living costs, and the cost of 
living index might contribute to that. 

I think, Senator Fergusson, that takes care of my general remarks. I will 
be pleased to answer any questions your committee puts to me, or at least will 
attempt to do so. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much, Mr. Moffatt. 
I am sure that we will give a great deal of thought to what you have told us. 
Before this meeting commenced, you told me that with you is another official 
of the E. B. Eddy Company to whom you might want to refer to answer 
questions. 


Mr. Morratt: Yes. He is Mr. D. Hutton, secretary treasurer of the company, 
and he is much better versed in the pension plan and the administrative 
problems than I am. 


The CHAIRMAN (Hon. Mrs. Fergusson): Now will you be good enough to 
“answer questions, and a number of members have indicated they want to ask 
questions. The first is Mr. Monteith. 


Mr. MontertH: On page 3 of your brief, Mr. Moffatt, you say, “We make ; 


these further comments,” and I notice in your summary you say, “Presumably 
there will also be redress for the employer.” What is your reaction when we 
tell you there is no redress for the employer by way of refund of over-payment. 


‘ Mr. Morratt: The reaction is that you are taking something to which you 
are not entitled. 

: Mr. Munro: On that point— 

The CHAIRMAN (Hon. Mrs. Fergusson): Is this on the same question? 
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Mr. Munro: Yes, as I understand it. Under the bill there is a refund to 
employers. There is not if deductions have been made under $600, because it 
is such an incontestible amount that the administrative costs would exceed 
what it is worth; but over that exemption limit there are refunds for employers. 


Mr. D. Hutton (Secretary-Treasurer, E. B. Eddy Company): As I under- 
stand it the bill specifies that there must be refunds to the employees who con- 
tribute, but the wording of the bill specifies that there may be refunds to 
employers. What we are concerned with is the difference in the wording, 
“must” to employees and “may” to employers. 


Mr. MONTEITH: If I recall the earlier discussions on the bill when we had 
the officials before us—and I will be glad to be checked on this with the offi- 
cials—I understood that if an employee worked for one company for the first 
six months and the total deduction was made in that year, and then he moved 
to another company, there would be further deductions of the employer’s share 
and from the employee, but the employee would get a refund, whereas the 
employer would not. Is that right, Mr. Osborne? 


Mr. OSBORNE: That is correct, sir. 


Mr. MONTEITH: That is my point, that the employer does not get the 
refund. 


Mr. Morratt: This has been our impression. 


Mr. Francis: If there is already a deduction in respect of one employer, 
there is no question of the employer getting a refund when the records are 
matched up. If, for instance, you were to over-deduct in the first six months, 
the employer would have a good claim on the basis of his own payroll record 
that there had been too much deducted. But it is also impossible administra- 
tively for an employer to decide what other employment, or possible moon- 
lighting, or anything else, any employee might have; and then there is the 
question about the employer claiming the rebate. There is no answer to this in 
terms of administrative procedures. 


Mr. MontgEITH: I am pointing out, Mr. Francis, that actually the employer 
does not get a refund. 


Mr. FRANCIS: He can under some circumstances. 
Mr. Hutron: Not under every circumstance. 


Mr. MONTEITH: You mentioned also under item 1 that an exchange of 
records would be practical. I am wondering how this might work. 


Mr. Morratt: I am not an accountant, but it seemed to me, that you have 
had unemployment insurance books and so on, and that there might be some 
method to show what each employee might owe by showing what he paid. I do 
not know if this is practical or not; but after having tried to get refunds from 
the Government from time to time, and having to wait months and months 
and months, and sometimes with endless correspondence, often unanswered, 
I think you are starting up trouble for yourselves in this administrative prob- 
lem. 


Mr. MontertH: Then you did refer to the problems of integration. I am 
assuming your company has one pension plan for employees on both sides of 
the river? 


Mr. Morratt: That is right. 


Mr. MontTEeITH: And are you anticipating considerable difficulty, if this — 
comes into being and a Quebec plan comes into being, while they are presumed 


to be somewhat similar in overall approach there may be some minor details— 
but you can anticipate a great deal of trouble where your employees are work- 
ing on one side of the river for a period, and then on the other side for a 
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period, and this sort of thing. Would you think that a residence-of-the-em- 
ployee rule would assist at all? 


Mr. Morratt: I would sooner have Mr. Hutton answer that, with his 
experience. 


Mr. Hutton: I think that the answer is definitely yes. In the original 
Ontario-Quebec provincial taxation legislation they prescribed where the 
working point was located. Eventually they had to do away with this and they 
had to adopt the residence identity on the last day of the year for proper dis- 
tinction. I gather that, in the first place, it would be more logical that the pen- 
sion plan identity be the same as the income tax identity. If it is snot, there is 
going to be a problem right there. 

But, in addition to that, the residence is more permanent than the point 
of work in a situation such as ours, and once we get the identity of a person 
by the province, then we can process that continuously on that basis. Admit- 
tedly, a person might move from one province to another, but when this happens 
there must be provisions made. However, residence would certainly be a decided 
advantage and is something apparently the Income Tax people had to fall 
back on for identity for provincial: tax purposes. They have had to do that 
already. 

Mr. Monter1tH: Thank you. There is one other point, at the bottom of page 
5 under (c). This is a thing that has disturbed me in past considerations, and 
I do not think I have had an answer, one which is quite satisfactory, at any 
rate—the release and return of these from provincial governments. 

I am anticipating that 15 years from now, for argument’s sake, the trust 
funds will have been built up that have been lent to the provincial govern- 
ments. The provincial governments will have invested these funds in various 
provincial assets, we will say, and the time will come when, as is admitted, 
the fund is going either to have to increase rates or draw on its surplus. It is 
also admitted an increase of rates will probably have to take place, but it 
occurs to me that in this period there may have to be some withdrawal of 
provincial advances. I just wish to mention that as far as I am concerned 
this does appear to be an obstacle. There undoubtedly will come a time, after 
this interim period of about 10 or 15 years, when the flow of funds to the 
provinces for investment purposes will cease. At any rate, I cannot see it 
going on. However, I just want to mention that I also have concern about that 
particular point. I think that is all I have to say at the moment, Madam 
Chairman. 


Mr. KNOWLES: I wonder if I might ask a supplementary question with 
respect to the complications the witnesses have seen arising out of our having 
two plans, namely, the Canada Pension Plan and the Quebec plan? 


The CHAIRMAN (Hon. Mrs. Fergusson): Yes, Mr. Knowles. 


Mr. KNOWLES: I do not wish to push the witnesses into saying they like 
something they obviously have reservations about, but would they agree that 
it would be better if it remained just a Canada plan and a Quebec plan than 
it would be if we ended up with a Canada, a Quebec and an Ontario plan? 

Mr. MorrattT: I think the more plans we have the more complications 
we have. I also foresee that if we have a Canada plan, a Quebec plan and an 
Ontario plan we are quite likely to have a B.C. plan. Then others might feel 
left out. 


Mr. KNOWLES: You would hope as few provinces as possible would opt out? 
Mr. Morratt: That is what I am trying to say. 


Mr. Luoyp: Mr. Moffatt, two things come to my mind from your comments. 
One has to do with the difficulties in advising employees of the benefits arising 
from the scheme or schemes; and the other is your references to export costs. 
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- purposes; and the employee’s contribution is deductible in his hands for tax 


Mr. Luoyp: Yours is a wage-related plan? 

Mr. Morratt: Yes. 

Mr. Luoyp: Is it based upon the La branes during their career with you? 
Mr. Morratt: Yes. 

Mr. Luoyp: So, do you maintain a record of pensionable Ane ee 


y 
plan amounts to, and we know, of course, where the money is invested and how © 


q 

Mr. Morratt: Yes, we know now and they know how much the pension q 
much we have. : 
4 
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Mr. LuoypD: But they do not know precisely what their pension will be, © 
because it will depend on their future earnings? 


Mr. Morratt: Yes. We can tell them, as of today, that their pension 
is so and so, and if their earnings are at that rate for the rest of their period © 
they know the basic pension plan which they can expect. 


Mr. Luoyp: The Canada Pension Plan has provisions which will tell people — 
where they stand today. 


Mr. Morrattr: Yes. 


Mr. Luoyp: On the same basis, except they will not perhaps get it from © 
you. Certainly, this problem is the same, except you will not provide the 
information. 


; 
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Mr. Morratt: Your administration problem will be very much greater 
than ours, and we think you should be aware of it. 


Mr. Luioyp: Forecasting future payments depends, in both instances, on 
future levels of earnings? 


Mr. MOFFATT: Yes. 


Mr. LLoyp: You were also concerned with the impact on your export 
sales by virtue of possible increased cost. In considering this matter I suppose — 
one has to look at the total impact on your operating costs. Your contributions — 
on behalf of the employers, as you know, are deductible for income tax — 


purposes. I suppose how much impact it has on your costs will depend on the. 
rate of contribution. I suggest to you that this in itself is not substantial in 
terms of affecting your export sales. 


Mr. Morratt: Mr. Lloyd, as a business man I never, in the approach to 
any problem, say “This will not cost us so much because it is deductible for oa 
purposes.” 


Mr. MONTEITH: Hear, hear. 


Mr. Morratt: To imply we can afford all these things because they are 
deductible would be a sloppy thing to let enter business thinking. I certainly 
will oppose it in mine. . 


Mr. Luoypb: In other words, your argument in this instance, I fasioee wie 
to indicate to us that the impact of this pension plan would be either substantial 
or—well, I was trying to find out whether you thought this was a substantial 
addition to your costs or not. I agree with you, generally speaking, that in 
managing a business one does not decide whether they will oppose something 
or not because it is tax deductible. The issue here is whether or not the 
introduction of the Canada Pension Plan will adversely affect export sales. I 
was only trying to find out from you whether in your conclusions—since yo yu 
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say it would affect export sales—you would take into account the total impact 


-on your operation, whether or not it would reach that point. 


Mr. Morratt: I can only speak for our company, of course, Mr. Lloyd, but 
in most branches, in most divisions of our company, in the export field we 
do not make money. This may be a surprising thing for this committee to hear, 
but we accept most export business on what might be termed an increment 
basis. We do not get our standard costs from our export business, so no matter 


how infinitesimal an increase happened to be it would affect our approach on 


exports. We do not think this is a major deterrent, but it is something, and 
something added to something else does affect exports. 


Mr. Munro: Mr. Moffatt, I was interested in your comments concerning 
the question of residence as the basis for giving access to these contributions. 
I wonder whether, when you made this submission, consideration was given 
to how the Government involved, the Canadian Government or the Quebec 
Government, could effect collections from employers. 

For instance, senator, the Quebec plan in your particular case: how would 
the Government of Quebec be able to effect employer contributions, say, from 
an Ontario employer who has an employee resident in Quebec in the last day 
of the year—that is, if we applied the residence rule? 

Mr. MorrattT: Well, the residence rule does work; I suppose it is a balancing 
thing. They assume that enough will reside in both places; that is, your 
employees will be balanced between Ontario and Quebec. I assume this; I 
do not know it. 

Mr. Hutton, you might be able to answer this. 


Mr. Hutton: I think this is a fairly simple problem. The Government 
places the onus on the company to make deductions in accordance with the 
regulations, and if the regulations say that deductions are to be made on the 
basis of residence, and contributions are paid either to the federal or to the 


‘Quebec Government, then the onus is on the company to keep up to date 
records on residence, and make these deductions, and send contributions to 


the proper jurisdiction. 
TI don’t know if that answers your question. 


Mr. Munro: Each company, as far as all the companies are concerned, has 
to determine in each case where they reside. Is that correct? 


Mr. Hutton: That is correct. They have to meet the requirements of the 


‘province. 


Mr. Munro: Don’t you feel that it is simpler, generally far simpler, for the 
companies concerned that they know that this payroll tax is based on the work- 


ing place of the employee, or where he derives his salary? This involves far 


fewer problems, not only for the Government, but for the employer also. 


Mr. Morratt: But there is this point as far as we are concerned: The Com- 
pany employee might work in the Hull mills this morning and in the Ottawa 


- mills this afternoon, and be back to Hull tomorrow. This can happen and does 


happen. So that the place of work is not really very good as far as we are con- 


mcerned. 


be that of where the employee derived his salary. This, I would assume, though ~ 
Iam not, of course, aware of the internal operations of your company, would be 
from Quebec, would it not? 


_ because our head office is in Quebec. For instance, my salary is paid in Quebec, 
\ 
> 


_ Mr. Moffatt made, concerning his concern and his company’s concern about tying 


y 
* 


Mr. Munro: But one thing easy to clarify, presumably, Mr. Moffatt, would 


Mr. Morratt: Most of the employees would draw their salaries from Quebec 


though I feel I might do some good in Ontario. 
Mr. Munro: Yes. One other question, Madam Chairman. On this point that 
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the benefits to the consumer price index and the implications this would have 
as far as Government bonds—maybe this should apply to many other areas. iy 
think you indicated prices and rents. 

I wonder if you did not feel that prices and rents did in fact reflect rising - 
prices, and this is one of the reasons why aged people should not be prejudiced — 
by having a pension that does not take into account the rising prices and the — 
rise of rents. ; 

Mr. MorratT: Yes; though that can be taken care of by adjustment in the — 
pensions as you feel it necessary to make such adjustment. The automatic year 
by year change not only brings about administrative problems but brings what I 
think probably is more important an acceptence—that we go up and up and up. — 
We accept that, as a Government policy, inflation is a thing that we must live 
with, accept, and no longer need fight against. 


Mr. Munro: Why do you feel, then, that the price increases, or increases in 
the pension, are in line with the consumer price index? You don’t feel that that 
is a cause of inflation? Surely you agree that this increased benefit comes to the 
aged as a result of an inflation that, if you like, has already taken place. It is an 
after effect rather than a cause. 


Mr. Morratt: That is quite true, but we recognize this, recognize it very 
fully, when we apply the cost of living index, and I merely say, if you will note, 
that if you accept the cost of living index as a proper measure for adjustment, — 
then why not apply it to other fixed incomes? | 

I say what is fair in this direction is equally fair in other directions. 

Now, I am not necessarily opposing it very strongly on the pension plan; 
I just say: Are you aware of the machinery which you have set in motion? 


Mr. Munro: Thank you very much. 


Mr. Francis: Most of the questions I have in mind, Madam Chairman, were — 
answered in the discussions, but I am concerned about the application of the 
suggestion of the residence rule to determine which plan an employee will belong © 
to. I think the E. B. Eddy Company is rather unique in its operation, certainly to — 
my knowledge. Its physical operations just literally include two provinces. As © 
you put it, you have one foot in each. Any rule that is adopted I think is going 
to create a problem. 

You have learned with provincial income tax that the residence rule was 
the most satisfactory solution from your point of view, but it seems to me that 
any rule that is adopted is going to create difficulties with an operation that is of — 
your nature. 

If we go to the rule that you suggest, I think Mr. Munro brought this out: 
How would the Province of Quebec, for example, collect its pension contribu- — 
tions from people who live in that province but work in Ontario? I suppose 
they are living with this problem with the provincial income tax now, but 
in the discussions that have taken place, if we go to that kind of rule, I think > 
there are serious administrative problems in working them out. | 

Have you any indication of what proportion of your work force goes 
from one province to the other? Is it fairly substantial? 


Mr. Morratt: Well, there are some people who transfer not at all. Then, 
there are others who, in the course of their duties, move regularly from one 
province to another—engineering, mechanical and supervisory staffs, and so 
on. There is going to be a problem, but we think that what the federal Gov- 
ernment and the provincial governments have accepted as a solution with 
respect to income tax could equally well be adopted in the Canada Pension > 
Plan. It seemed the better approach and we found it more satisfactory. 


Mr. FRANcIS: Do you think the present rule, as drafted, will be very 
difficult to follow? 
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Mr. MorrattT: Yes. 

Mr. Francis: And that is directly contrary to the rule you are using? 
Mr. Morratt: That is correct. 

The CHAIRMAN (Hon. Mrs. Fergusson): Senator Croll? 


Hon. Mr. Crouu: I should like a little information. If my question troubles 
you, you do not have to answer it, Mr. Moffatt. In your opinion, in your pension 
plan—and I am assuming from everything I have heard that it is one of the 
better plans, although I am not familiar with the details—is there a vesting 
period? 

Mr. Hutton: Perhaps I might be allowed to answer that for Mr. Moffatt. 
There is a vesting period. An employee must be with the company for ten 
years before he is entitled to the retention of any of the vesting privileges. 
Then, over a period from ten years to twenty years it is increased from nil 
to 100 per cent. 

Hon. Mr. Crouu: Starting at ten years? 


Mr. Hutton: From ten to twenty years it gradually moves up—from 
nothing at 94 years to 100 per cent at 20 years. 


Hon. Mr. Crouu: That is the usual. How many people draw the full pen- 
sion, percentagewise? 


Mr. Hutton: I am sure I could not answer that question, but I can say 
this about our plan, that it started in 1948, and in the early years, of course, 
there have been very few. As of today—I am sorry, I could not even make 
a guess, but it will be some time in our plan, as it will be in the Canada 
Pension Plan, before the majority of the retiring employees will retire on full 
pension. 


Hon. Mr. CrRouLu: Then, can you give us some indication—perhaps you would 
like to break it down between what I might call, if I may, white collar workers 
and other workers. What would be the average pension for the non-white collar 
workers? 

Mr. Hutton: There is no distinction, of course, between white collar and 
non-white collar workers. It depends entirely upon earnings over a period. 

Hon. Mr. Cro.tu: The same period? 

Mr. Hutton: The same period, and the same percentage. There is no dis- 
tinction between salaried and wage earning workers in our plan. 

Hon. Mr. CROLL: You have no idea of what the average might be? 

Mr. Hutton: No, but we do have minimums. It would be $75 a month— 

Hon. Mr. CrRouu: That is the minimum? 

Mr. HutTron: —or one per cent of their average earnings over the last 
year. It is one per cent of earnings for each year of service, whichever is the 
lower, but it usually works out that $75 is the effective minimum in our plan, 
which has only been in existence for those few years. 

Hon. Mr. Crouu: Let us take a person who does qualify—let us take one of 
your working men; not one of the high priced help. 
Mr. KNOWLES: Do they not work? 


Mr. Hutton: The working men are the high priced help in our organiza- 
tion. 


Mr. MorratT: It might be said here, for a moment, that the so-called 
non-white collar worker actually makes more than the white collar worker 
In many fields in our company. 


Hon. Mr. Crouu: That is a little hard to swallow, but I will take it from 
you because you know what you are talking about. 
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Ne The CHAIRMAN (Hon. Mrs. Fergusson): That is certainly interesting. 
ne 1 Mr. Morratt: Well, that applied some years ago. It is a misconception to 
be 9 say it is true today. Machine operators are highly paid people in a paper mill. 


Hon. Mr. Crouu: Of course, they are highly skilled, too. 

Mr. MorratT: Yes, but they are not white collar workers. 

Mr, KNowLes: Are they also organized? 

Mr. Morratt: Yes, they are organized. 

Shit Mr. KNOWLES: You had better get the white collar men organized too. 
| Mr. Morratt: Some of them are. 


Pe Hon. Mr. Crotut: Mr. Hutton, what would be the maximum that a man 
would get after a period of 20 years? 


y Mr. Hutton: Retirement at 65 after 20 years—again, I am only guessing, 
eat but I would say it starts from around $75, and it usually runs between $75 
and, say, $100 or $125; somewhere in there. Of course, as the plan has a 
longer life, and as more people retire who have contributed throughout the 
full possible 35 years, this amount will gradually increase—and significantly 
increase. 


Mr. Morratt: We have paid out to date, even in its short life, over $2 
million in benefits. 


a Hon. Mr. Croutu: My questions are directed to finding out how a good 
Ng plan works. We want to see what the best looks like, and then see what 
the others look like at a later stage. You can readily see that we are groping 
with a problem, especially when one as good as yours seems to be has de- 
ficiencies in it as well. 


Mr. Morratt: That is true, only the company has paid the past service 
benefits for the employees prior to 1947. 


A Hon. Mr. Crouut: Mr. Moffatt, you were speaking of the possible infla- 
Mi tionary effects of the pension plan—I think the terms you used were to the 
effect that you did not care for the indexing part. You also said that the 
Hel automatic adjustment was not good, or was not effective. The automatic adjust- 
SN ment is not the exclusive adjustment that will be made. I think you have 
seen from the evidence that it is not suggested that that is all that may be 
done under the plan. Do you appreciate that? | 


oe Mr. Morratt: Oh, yes. 


Hon. Mr. Crott: Do you remember in 1957—I remember it very well— 
that we raised the pension from $40 to $46? And, do you remember that we 
were wrong, because the new Government raised it to $55. I am having a little 
trouble in thinking that there was inflation during that period. Was ena 


throughout that period inflation? I cannot recall it. q 


mi Mr. Morratt: I suppose you can say there has been a period of inflation 
(aise ever since the war. ‘ 
ae Hon. Mr. Crouu: Yes. In that sense. We have had some evidence here that 
we have had a two or three per cent increase ever since the war, but that is 


ot ae pretty normal for us now, is it not—that is, after all these 20 Years? 


i Mr. Morratt: Of course, I happen to have been working during the 
rat) depression days, and it is pretty hard for me to get that time out of my 
ts mind. I find it is a great handicap to have lived so early. 4 
Hon. Mr. Crouu: I agree with you, but this is a state of conditions that 


has existed for a period of 20 years, and we have accepted it. As a matter of 
tact, some of the witnesses before us have said that there is no great danger 
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of infaeeayD In fact, one witness of some consequence said that other people 
do not quite agree. hel me see if I have another question. 


The CHAIRMAN (Hon. Mrs. Fergusson): There are two others on the list 
first, if you do not mind, Senator Croll. 


Hon. Mr. SMITH (Queens-Shelburne): Madam Chairman, I should like to 
follow up on the same general line that Senator Croll was following. I should 
like to have a little more information about the kind of plan you have in your 
company. Do I understand from your answer to Senator Croll that the benefits 
are set for the life of your plan, or the life of the employees, at one per cent 
of earnings per year of service? 


Mr. Hutton: One and a half per cent. 
Hon. Mr. SmituH (Queens-Shelburne): With a minimum of— 
Hon. Mr. CROLL: It is one and a half per cent. 


Hon. Mr. SMITH (Queens-Shelburne): Is this a plan towards which the 
employees make contributions? 


Mr. Hutton: They do. The employees doueniues 4 per cent. 


Hon. Mr. SMITH (Queens-Shelburne): Is this a plan for which employees 
make contributions? 


Mr. HutTTON: Yes, they contribute 4 per cent of gross earnings. 
Hon. Mr. SMITH (Queens-Shelburne): And the company matches that? 
Mr. Hutton: It generally matches that. 


Hon. Mr. SMITH (Queens-Shelburne): And the plan that you have there 
has a yield projected into the future, to give an annual income of 1% per cent 
of earnings over the period of service? 


Mr. HutTTon: Yes. 


Hon. Mr. SMITH (Queens-Shelburne): Then as the years go on, the figures 
you gave as examples for the pensions now being paid, varying from $75 to $100, 
- will increase gradually? 


Mr. Hutton: And significantly. 


Hon. Mr. SMITH (Queens-Shelburne): Is this a typical plan in the pulp and 
paper business in general across the country? 


Mr. Hutton: I believe that ours started earlier but in recent years there 
_ have been developments and negotiations which have brought most of the plans 
- into this general area. 


Hon. Mr. SMITH (Queens-Shelburne): I am sure you have no doubt that 

_ the pension plan in the last 20 years has not been too generous in terms of the 

mepending which a man will find necessary when he has to leave the labour force 
and get into the retirement period, no matter how long it is? You do not feel 
that is too generous in respect to his needs in his retiring age? 


Mr. Morratt: It is difficult to answer that question. Our men are getting 
es now which they did not have before. If they had no other means, I would 
_ say your comment is correct, that from their point of view it is not too great. 
4 Yet there are many pensioners who had no pension plan whatsoever. For ex- 
fe ample, we had a reception two or three weeks ago for retired employees. One 
man told me he joined the company in 1904—-which happened to be the year in 
_ which I was born—and he gets no benefit from the plan. Other men who joined 
i the company quite late will have a good pension and this will increase rapidly 
* and significantly, as Mr. Hutton said. But we had to start out with a minimum 
plan, in the same way as the old age pension scheme started. When it was 
_ started, it was to provide the old age people and retiring people with something. 
We started with the same idea. We set aside several million dollars to pay 
benefits, and thus provided $75 for those retiring in the early stages. We think 
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that was a generous approach; but if you were to ask if it was sufficient for a 
man, you would have an argument, you would have a case. 


Hon. Mr. SmiItTH (Queens-Shelburne): Do you not think that a pretty good 
case can be made for the integration of the Canada Pension Plan with your 
plan, even if the company found that its costs now were pretty difficult costs 
on which to run the business? If the employees were found willing to contribute 
an extra 1.8 per cent of their wages, between $600 and $5,000, do you not think © 
that would improve the pension plan, when you consider the inclusion of 
survivors’ benefits, the total disability benefits, the orphan’s benefit and so on, 
and that in a ten-year period they would get 25 per cent of their escalated 
average earnings over those years, to add to what they now have? Do you not 
think it is in the interests of both the employees and the company to put your- 
selves out, perhaps to quite a large extent, to find a method of integrating this 
proposed plan with your own plan? 


Mr. MorFratt: We will put ourselves out to quite a large extent, senator. 
We are on the ground of philosophy now concerning pension plans and I do 
not feel I can deal with that in a few moments here. I think that pension 
plans should be designed to take care of the minimum requirements of the 
aged and the less fortunate and the troubled. Beyond that, families have 
some responsibility. We are gradually reaching the point of relieving families 
of responsibility. I think families must still continue to bear this to some 
extent and I think the individual must be cautioned and encouraged to save 
money on his own for the future. I do not think a government or an employer 
should be his only bulwark for old age or security. With the old age pension 
plan, with the Canada Pension Plan, with the company pension plan, to say 
nothing of an annuity, he could well make more at retirement than he made © 
before. I would not think that is a very reasonable state of affairs. 


Hon. Mr. SMITH (Queens-Shelburne): We had some very interesting 
evidence just the other day which indicated to us that we must give serious 
thought to the future needs for the retiring population, that as the years roll 
by, the spending a retired person must do, to play a proper part in the com- 
munity in which he has lived all his life, must be increased substantially. 
One witness, who made a special study of that point, indicated that as time 
goes on he should have even twice as much income after retirement as he 
had during his working life. It is a rather startling statement and bothered — 
me considerably since it was made. However, I thought about it during the 
weekend and I feel there is some substance to it. It corresponded to using > 
the word ‘‘absurd” to describe the situation which you describe, that a man — 
on retirement would make more money than he did before retiring. However, ~ 
this is something we have to consider as a committee. We have to look further ~ 
into the future than need companies who are faced only with today’s problems. 4 


Mr. Morratt: The party who spoke before this committee must have q 
been about 644 years old. 


Hon. Mr. SMITH (Queens-Shelburne): He is older than that. 


Mr. Morratt: This subject deserves a lot of thought, of course, but-the © 
future of this country is going to be built on young people, not old people. — 
That does not say that old people should not be taken care of. I am all in ~ 
favour of adequate pensions and sound legislation. However, do not let us © 
give all our attention to that segment of our population; this country will © 
grow and be built by and through our young people. ¥ 
Hon. Mr. SMITH (Queens-Shelburne): I thought it might be helpful if 
I expressed a view indicated by W. M. Anderson, Chairman of the Board of © 
the North American Life Insurance Company. Those are all the questions — 
I have. s 
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The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Knowles? 


Mr. KNOWLES: Madam Chairman, as usual, when one is this far down 
the list in the questions asked, one finds that a great deal has been answered. 
However, I thought I might take a moment or two. In the main my questions 
come under two headings that have been used by the witnesses—the question 
of complications, and the question of integration. 

Under the question of complications, I may say that I agree with the 
witnesses that clear information ought to be given as to what is involved in 
this legislation. I note in particular your suggestion, Mr. Moffatt, in para- 
graph 6, page 5, of your brief, the proposed methods announced before Bill 
C-136 is adopted. 

May I say that I recognize certain difficulties in giving all the detailed 
machinery before the bill is adopted, but I would certainly go along with 
you in urging the Government to make all the haste it can without making 
any blunders, in getting the regulations passed that will be necessary after 
this bill is adopted. . 

In addition to the regulations which will have to be made, there should 
be—in fact, I understand there will be—a handbook that will let people know 
what our whole story is. I fully agree with you that all possible information 
in this field should be provided. 

I would also say that it is not only a matter of providing information 
before the bill comes into operation—let us say in January 1966—but that in the 
long run it is the Government’s responsibility, not the employer’s, to see to it 
that the people of Canada know how this legislation works. 

As an employer, you will naturally want to be in a position to answer 
your employees’ questions, but you are perfectly right in your view with 
respect to the fact that the Government should provide information. 

Having said that, I wonder if it is fair to assert that the bill is so com- 
plicated that the average worker cannot understand it? I know a case can be 
made, when a bill has some 125 clauses, that it is complicated; but are not the 
basic facts of this legislation pretty simple? An employee pays 1.8 per cent of 
his career earnings, starting at $600, stopping at $5,000. The employer meets it. 
When the time comes for retirement it comes to roughly 25 per cent of what 
an employee’s career earnings were. There are things added to that—an adjust- 
ment of the earnings, depending on how wages have gone up during the years. 
There is the question of what to do about the drop-out years, and so on. There 
are extras, like the widow’s benefit, disability benefit and orphan’s benefit; but 
the main principle surely is just as easy to grasp as the basic principle in your 
plan, namely, that your employees pay 4 per cent of their gross earnings and 
get a pension equal to 14 per cent of their earnings, average or actual. 


Mr. Hutton: Over the period they have been employed. 


Mr. KNOWLES: Over the period they have been employed. Again, I do not 
want to force you against things you believe, but when you look at it, are not 
the basic elements of this plan rather easy to grasp? 


Mr. Hutton: Of course, the first thing that happens is that you immediately 
superimpose a whole set of conditions on top of what we already have in our 
own plan, so right off the bat the complications are doubled. Then if you have 
Quebec coming in with their plan, which may be substantially the same but 
Slightly different in places, you are adding part of a third layer. So that just 
the introduction of the plan itself doubles the complication. 


Mr. KNow Less: I certainly do not doubt the complications that might arise 
from continuing two plans, and I hope there will not be more than two; but 
at some point a decision will be made that each of your employees will be 
either in the Canada plan or the Quebec plan. However, apart from that, is it 
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any more complicated to have two pensions plans, a private and a public one, 
than to have a private plan and an insurance policy, or two or three insurance 
policies, or a private plan and a government annuity? After all, you have said 
that the blue-collar ones are organized. Here you have 14 per cent for years 
of service, but they are also going to get a Canada pension equal to roughly 
25 per cent of what their career earnings have been. 

I am putting it in the form of a question but I just think in all fairness 
that if we have two plans, the assertion that the plan is complicated, when it 
seems to me that it is clearly understandable, is an assertion that might be 
questioned. 


Mr. Morratt: It will not be as difficult for us as for some. As Mr. Hutton 
said, it is the E. B. Eddy case which is being presented, so that this is the only 
phase of the pension plan in which we should be interested or to which we 
should direct ourselves. 

The other day I was told of a chartered accountant who has a number of 
clients to deal with, involving ten or twelve cases in which there is extreme 
difficulty even with the income tax deductions, and so on, because these com- 
panies were not organized, and their departments did not have a computer 
set up for people such as yourselves. Then if you go on to the self-employed 
man, or the man who makes $600 a year, who is going to explain all this to 
him? I don’t really know. Maybe I should not theorize, but I think we will 
have less trouble than a great many people. 


Mr. KNow Les: I certainly do not quarrel with your concern about people 
understanding this. I repeat that it is a major responsibility of the Government 
to make sure that sufficient information is given out. I hope that handbook 
which is to come out will be in language all can understand. However, Madam 
Chairman, I will not pursue that subject further. 

Now I should like to turn to one or two questions about integration. When: 
you first indicated in your brief that there was an integration problem, I was 
prepared to learn that the details of your plan were such that this might be 
a difficult situation. May I say it strikes me that where you are deducting only 
4 per cent of your pension, at least it will not be as difficult as for employers 
already deducting 50 per cent, especially if they come along and talk abou : 
adding another 1.8. It will be pretty difficult to deny that they do have a diffi- 
culty. However, if in your case it is 4 per cent and you have already admitted 
that there is room for improving your plan, would you not admit that at least 
your difficulty is as great as that of some others, due to the fact that at the 
moment you are deducting only 4 per cent in a relative way? j 


Mr. Morratt: Only to a degree. Much of this will depend upon tha 
employee’s attitude. For instance, he may feel 4 per cent plus 1.8 per cent is 
too much—or, with some people, who have a 3 per cent or 2 per cent plan, and 
they could have the same reaction. If it is 6 per cent—I feel that is quite unusual 
—there again they might feel another 1.8 would bother them too much. I 
think it all comes down to how much the employee values the pension and ho v 
much he wishes to contribute towards it, bearing in mind, too, negotiations will 
have some effect. 4 


Mr. KNOWLES: May I just carry this a little further? I suppose what I am 
trying to do is to give you some suggestions so you can pass these on to sh 


works for 30 years will get a pension of 45 per cent of his annual earnings. 
Senator Smith has natant pointed out that some of us in this committee are 


the annual earnings is Fbatle in the view of some of us, not a very high ro 
sion, but once the Canada Pension Plan goes in your employees who work fo. 


CANADA PENSION PLAN 1079 


of their annual earnings plus enates 25 per cent of their earnings, up to the 

$5,000 level, ignoring the escalation feature later on. Whether or not an em- 
ployee is below or above $5,000, ignoring that problem for a moment, 45 per 
cent plus 25 per cent gives 70 per cent, so there is a possibility for an empolyee 
who has been with you for 30 years having a pension of 70 per cent. 


Hon. Mr. SmitH (Kamloops): Forgetting it takes 10 years before that will 
happen. 


Mr. KNOWLES: That is right, but when I talk of 30-year employees, that : 


includes the 10. It strikes me that your integration problems and the problem 
of selling the idea of this integration to your employees is not going to be as 
difficult, certainly, as it may be for some other employers. 


May I ask one other question about your plan? I think we Have the de- 


tails, and you are under no obligation to give us this information— 
Mr. MorrattT: We are pleased to. 


Mr. KNOWLES: The employees pay 4 per cent of their gross, and you 
roughly match it. I gather it is one of those plans where there is a certain 
amount to be paid, and you pay the difference between the 4 per cent and the 
total. 


Mr. Morratt: We keep it actuarially sound. 


Mr. KNOWLES: You also did provide for those working for you, at the time 
the plan was put in, a past service benefit? 


Mr. Morratt: Yes. 


Mr. KNOWLES: I hope I do not sound like someone or another saying, 
“God bless you for doing that.” You did not feel you were giving them any 
windfall or bonus they were not entitled to? 


Mr. MorrattT: Our relations with our people are very good, and we try to 
keep them that way. 


Mr. KNOWLES: Obviously, I think it was a good idea, and so on. You say if 
an employee is with you for less than 10 years he does not get any of the 
-employer’s contribution? 


Mr. Morratt: That is correct. 

Mr. KNOWLES: He gets his own contribution back? 

Mr. Morratt: That is correct. 

Mr. KNOWLES: Without interest? 

Mr. HUTTON: With interest. 

Mr. KNOWLES: But none of the employer’s contribution? 

Mr. MoFrrattT: Yes. , 

Mr. KNOWLES: I think that pretty well gives us the picture of your plan 
and, as I said, I admit I am expressing an opinion more than asking a question, 
but it strikes me that if you look at it closely and compare your problems with 


the problems of some others, at least you will find the integration is of the 
kind your employees are likely to like. 


Hon. Mr. CROLL: What is your turnover per year? The figure I have here 
is that the normal turnover, it seems to me in an industry like yours, is 10 per 
cent. Is that anywhere near your figure? 


Mr. Morratt: The number of employees—frankly, I do not know. It is 
very, very low. As a matter of interest, we have some 600 BECP in our 25- 
year club, which is an example of the length of service. 


Mr. KNOWLES: What is your total payroll? 
i Mr. MorrattT: Slightly below 2,400. It ranges between 2 ,300 and 2,400. 
4 Hon. Mr. CroLi: That is the average? 


4 
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Mr. Morratt: Yes. . | 3 
_ Hon. Mr. SMITH (Queens- -Shelburne): I did not get the question, in the 
first place. ¥ 
Mr. Morrattr: The number of employees we have: between 2,300 and 2 400 ; 
employees, and about 600 of those belong to and are active members in our | 
Quarter Century Club—that is, 25 years or over. “4 
Hon. Mr. THORVALDSON: Madam Chairman, the area of the questions I was © 
going to ask has been pretty well covered by Senator Smith and Mr. Knowles, © 
so there is nothing further I want to add. 
Mr. BASForD: I am told by one of the representatives of the papermakers 4 
with whom I have discussed this that in eastern Canada most of the pension — 
plans in your industry are of very recent vintage, and most of them have — 
within them provisions for providing for integration of those plans with action — 
that the Government might take in the pension field. Would you care to — 
comment on that? 4 
Mr. MorratT: You are talking about those companies having negotiated — 
pension plans with their unions? . 
Mr. BASFORD: Yes. : 
Mr. Morratt: That does not apply to us. Our pension plan has been a i 
non-negotiable item. 
Mr. BasrorD: You wouldn’t like to comment on the rest of the industry? ~ 
Mr. KNOWLES: I do not think the witness should be called upon to do so. 
Mr. Morratt: I do not think it would be fair for me to do so, because I do ~ 
not know to which company you are referring. Some companies have discussed ~ 
pensions, some have negotiated them, and some have not. q 
Mr. KNOWLES: I would like to ask a supplementary question. I fully 4 
understand what you mean when you say your plan was non-negotiated. You 
put it in yourself in 1947? 
Mr. MOFFATT: Yes. 


' ; : a 
Mr. KNOWLES: A moment ago, when answering a question of mine, you © 


negotiation. 
Mr. Morratt: No. 
Mr. KNOWLES: Would you reconcile those two statements? 


Mr. Morratt: No, I think I said, when we were talking about integration, q 
that labour’s attitude would have something to do with integration. This does — 
not mean this is to be a negotiated item; it could be an individual employee's | | 
attitude. ! 


Mr. BASFORD: The most recent example I have is on the west coast. The 4 
Canadian Forest Products submitted a unilateral pension plan for their em- © 
ployees. When I say “unilateral” I mean it was not negotiated with the union. q 
It came into effect on the 1st of January of this year, and provides within the 
plan—and, of course, this is a very recent one—for complete integration with — 
the Canada Pension Plan, which the agreement recites is proposed to be 
established. That is the most recent example I have taken. I wonder to what — 
extent that applies to your industry in eastern Canada, but you are apparently _ 
not prepared to comment on it. q 


Mr. Morratt: Well, we negotiate separately, as individual companies, sO — 
what the attitude would be of the industry itself is pretty hard to determine, 
because it would be a varying attitude. We did not foresee, when our plan — 
went into effect, we would be talking here today on Bill C-136. Our plan was — 
devised without encouragement from anyone, Government or other sources, and — 
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we think we have a very generous plan, one which required some $2 million- 
odd to get it started, and it has been in effect now since 1947. I am not surprised 
that the plan of the Canadian Forest Products—I think you mentioned them— 
provides for integration, because they are dealing with perhaps not a known 
fact but a very distinct probability. 

Hon. Mr. THORVALDSON: Madam Chairman, this is on this problem of 
integration. I just do not quite understand the first part of item 5 on page 5, 
where you say: 

The problems of integration are multiplied in our case, particularly 
if the federal and the two Provincial Governments have individual plans, 
even though they be similar. 


Now, I may be wrong in this, but supposing the two provincial governments, 
Ontario and Quebec, both have similar plans, will you be then concerned with 
the federal plan at all? I don’t understand that you will be concerned with 
the federal plan, will you? 

Mr. MorrattT: I don’t know. We have employees, of course, outside of both 
provinces. There are not many, but we have some. 

Hon. Mr. THORVALDSON: Outside? 

Hon. Mr. Crouu: Is that in plants? 

Mr. Morratt: We had an operation on the west coast, but we have em- 
ployees in the other provinces as well. 

Mr. KNOWLES: You also have employees from time to time who might 
have lived in Manitoba or British Columbia and who have moved into Ontario 
or Quebec. 

Mr. MOFFATT: Yes. 

Hon. Mr. THORVALDSON: Approximately what is the proportion of your 
employees in Ontario and in Quebec, say? Are they equal pretty much or are 
the majority in Quebec? 

Mr. Morratt: Roughly two-thirds, or slightly under, are in Quebec and 
the remainder are in Ontario, and there are a few in other provinces. 

The CHAIRMAN (Hon. Mrs. Fergusson): Have you finished, Mr. Basford? 

Mr. BAsForD: Yes. 

The CHAIRMAN (Hon. Mrs. Fergusson): Yes, Mr. Gray. 

Mr. Gray: Mr. Moffatt, I was very interested in your views of the industry, 
from the point of view of businessmen, with respect to increased control over 
the adjustment of the plan, and I am referring to the item 6 and the submission 
in the Canadian Pulp and Paper Association. I was just interested in this. 

The CHAIRMAN (Hon. Mrs. Fergsuson): Well, Mr. Moffatt is just appearing 
on behalf of E.B. Eddy Company, Mr. Gray. 


Mr. Gray: I am sorry; I came in a few minutes late and I was told by my 
colleagues that this was being discussed simultaneously. 


The CHAIRMAN (Hon. Mrs. Fergusson): No, we have had no evidence given 
on that. The brief to which you referred we agreed to put in the minutes, but 
we have not been asking questions on it. 

Mr. Moffatt does not, or is probably not, familiar with it, and has not 
commented on it. 


Mr. MorrattT: We are members of the Canadian Pulp and Paper Association, 
but we are not appearing here today on behalf of the Canadian Pulp and Paper 
Association. 

Mr. Gray: Perhaps I could put my question this way, and if you feel you 
cannot properly answer it because of your own status here, I know you will 
indicate so: Your Association suggested that control over the adjustment of the 
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proposed Canada Pension Pian be extended APOE three years ae six years, ‘that 


me that this was quite a different point of view from that expressed several 
days ago by the Canada Life Officers Association, who not only proposed that | 
the Government deal with this matter by extending the basic flat rate pension, 
but suggested that it be increased from time to time without any specific control © 
whatsoever of the time period within which changes could be made in pension | ‘2 
benefits. I would gather that your Association does not agree with that approach, 
Mr. Morratt: I know the reason that was put in there. I think, though, 4 
that I should let the comments stand. 4 
Hon. Mr. Crouu: On page 6, item (g), you say the same thing without 
spelling it out. 
Mr. Morratt: Page 6, item (g). That is quite correct, and I would bel 
willing to speak to our brief. ag 


Hon. Mr. Crouu: That is the same thing. a 


Mr. Morratt: I don’t know what the record is on the old age pension q 
plan, but there have been adjustments made, and these have been made after — 
pressures have been applied maybe inside and outside the Government. We 4 
believe that pressures will still be applied, and for that reason the adjustments _ 
will be made, and also they can be made without any reference to the Canada — 
price index. ; 


The CHAIRMAN (Hon. Mrs. Fergusson): Is that all, Mr. Gray? 


Mr. GRAY: Would you feel, sir, that it would be useful to have something 4 
in the act extending the time eee from three to six years? 


Mr. MorrattT: We did not put it in our brief, sir. This would be a hobble - 4 
on political parties, would it not? q 


Mr. Gray: It would be a hobble on the people. a 
Mr. Morratt: All right. a 


Mr. GRAY: I want to be clear, sir; I was asking this question because I 4 
thought it would be useful to get either your point of view or that of your 
Association as business people and contrast it with that of the life officers on — 
this point. | 


Mr. MoOrrattT: We don’t think, as a business, as a company interested in 
business and engaged in business, that pensions snoutd be bargaining affairs. — 
We think it should be possible to determine what the aged and the troubled — a 
should have and provide this treatment. ; 

Perhaps that is why the term was extended from three to six years; a 
I don’t know. 


The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Morison. 4 


Mr. Morison: My questions, Madam Chairman, basically have been an- 4 
swered. However, I am not clear, Mr. Moffatt, on one point. Is your plan carried — 
by commercial companies? 
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Mr. Morratt: We have our own pension committee and we work through - ‘ 

Mr. Morison: Have they indicated any problem as far as integration is 
concerned? I know they are watching it very carefully and they probably have — 
a few questions, but they are basically concerned. 1 


Mr. Hurron: I think we should clarify this a bit. Our plan is a trustee — 
plan and the trust company only acts as agent for the trustees, holds the funds ~ 
and makes the investments. They do not have any place to make recommenda- 
tions of any kind relating to the clauses of the plan itself. 


Mr. Morison: Did you hire actuaries in setting it up? 
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Mr. Hutton: This is a very interesting point, this matter of integration. 
We do not have a high-powered pension group in our company, but we 
had to throw up our hands because we could not work out the integration 
and we placed this in the hands of an internationally known consulting group, 
and they have had it in their hands for a month or so and have not come back 
with answer. 

Mr. KNOWLES: You could probably have done better yourself. 


Mr. Morratt: The actuarial companies, or consultants, do not agree either. 
I have read many of their statements, and whether they are trying to confuse 
their clients or not, I do not know, but we had trouble at the beginning. 
We appealed to them and are paying a fee, and have, up to date, not had too 
much satisfaction. 

Mr. Luoyp: I have a supplementary question on this with respect to your 
pension fund. Do you hedge against inflation with percentage of investments — 
in equities? 

Mr. Hutton: We do. 

Mr. Luoyp: How much percentage? 

Mr. Hutton: At the present time it is 7 per cent, but we are moving 
towards a minimum of about 15 per cent at the moment. We only recently, 
though, made the move; that is, within the last few years. 

Mr. LLoyp: Why did you hedge against inflation? | 

Mr. Hutton: As the gentleman over here pointed out, it seems inevitable. 

Hon. Mr. CROLL: We could buy Eddy stock to be safe. 


Mr. Luoyp: If there is an element hedging against inflation in the 
Canada Pension Plan, its principle is contained in your own plan. 


Mr. HUTTON: Yes. 

Mr. Luoyp: Thank you. 

Mr. Morison: I don’t want to make a commercial plug for anybody, but 
an actuary before this committee felt that it was just a matter of adjusting 
figures as far as inflation is concerned. Maybe I accepted his remarks too 
simply, but he seemed to have no real basic problem in the inflation of private 
and public plans. 

Mr. Morratt: Is that not an actuary’s only tool of trade,—figures, and he 
adjusts them. 

Mr. Morison: And they come out very simplified. Thank you, Madam 
Chairman. 

Mr. CASHIN: I have just one question, Madam Chairman. You may or may 
not be aware that it seems to be generally established that about one-third 
of the Canadian work force, or less—30 per cent, maybe—are covered by con- 
tributory pension plans at the present time. My question to you is: Do you 
think it is a good thing for these other two-thirds, who do not have the 
benefit of working for a company like yours, to have an opportunity to pre- 
pare for their future retirement years through participation in a contributory 
pension plan? 

Mr. Morratt: They have that opportunity now. 

Mr. CASHIN: The other 60 per cent? 

Mr. MOFFATT: Yes. 

Mr. CASHIN: How? 
i Mr. Morrattr: They can buy a Government annuity. 


Mr. CasHtn: Do you think that that is sufficient? 
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Mr. Morratt: They can buy insurance annuities. If it is their desire to. 
contribute to their future security they can fulfill that desire very easily now 
without being employed by us or by anyone else. 


Mr. CASHIN: Do you think the reason the figure is so high is that becaua 
that 70 per cent has— 


Mr. Morratt: Do I understand that what you are saying is that if these — 
people have not contributed then they should be forced to? 


— > DD 0 is a 


Mr. CASHIN: I asked you if you think they should not have an opportunity — 
to do so through this sort of legislation? 


Mr. MorrattT: I merely say they have the opportunity now. 


Hon. Mr. Crotut: May I put a question to you, Mr. Moffatt? You have 
opened up an interesting question in reply to Mr. Cashin. Is there not a 
vacuum there which has to be filled by somebody when 70 per cent of our 
labour force is without a pension, for whatever reason, and is it not the 
purpose of government to see that vacuums in such matters as welfare do not 
exist and do not continue to exist? ; 

Mr. Morratt: I think this is right, senator, but you have already a pension — 
plan, and all we have attempted to say in our brief is that if we were in the 
same position we would not devise another plan. We would not have two 
plans. We would improve the one we have. 

Mr. CASHIN: Is not that what we are doing? 


Mr. Morratt: No, you are having two plans. I say if we were in your 
place we would have one plan. 


. 
. 
. 
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Hon. Mr. Cro.tu: What we have is a plan with a compulsory savings plan 
added to it, and which has always been a good thing for the country from 
wartime on. 


Mr. Luoyp: Supplementary to what you have said, Mr. Moffatt, about your 
having one plan, in what respect would it differ from what you are doing 
now? 


Mr. Morratt: If we felt that our plan had shortcomings we would elimi- 
nate those shortcomings by improving our plan. 


Mr. Lioyp: In other words, you would be agreeable to complying with 
the provincial law as to portability— 


Mr. MorrattT: Oh, yes. 
Mr. LLoyp:—and vesting? 


Mr. MorFratt: Oh, yes, we would, and also if our plan did not encompass 
those whom we thought later should be brought within the plan— 


Mr. Luoyp: So, vesting and portability, to reach many of your employees, 
would cost you more money, and you would not be afraid of what impact it 
would have on your export sales, and what effect it would have on inflation? 


Mr. Morratt: Mr. Lloyd, you are trying to get this into the level of how 
much a person should get, and so on, but I am merely talking about principles 
of administration. 


Mr. Luioyp: I assure you, Mr. Moffatt, that all of your observations on 
administration have been observed by every member of this commitee. I think 
it might be appropriate at this time to state, Madam Chairman, as these 
minutes are being recorded, that we are very mindful of the administrative 
difficulties that exist, and we are anxious to get together with our staff when 
these hearings are over to see if we can find ways and means of making the 
administrative problem easy. I do not think this has been stated, but all of 
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us are most anxious to discover ways and means of easing the administrative 
difficulties that witnesses are ne out—that is, if it is at all possible to 
do so. 


Mr. Morratt: Thank you. 

The CHAIRMAN (Hon. Mrs. Fergusson): Are you finished Mr. Cashin? 
Mr. CASHIN: Yes. 

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Munro? 


Mr. Munro: I have just a couple of questions that arise out of the others 
that have been asked. Mr. Moffatt, you discussed with Mr. Knowles your 
private pension plan. I might not have understood you clearly, but did you 
indicate that there were certain facets in your private pension plan that deal 
with employees’ contributing two per cent—that there is a two per cent and 
a three per cent class as distinct from the four per cent category? 


Mr. MorratT: No. 


Mr. Munro: I have one other point, Mr. Moffatt. You have indicated some 
concern at the administrative level because of your rather unique position 
vis-a-vis Ontario and Quebec concerning the possibility of administrative 
problems that you feel will be caused by the Quebec pension plan and the 
Canada Pension Plan. I think it was indicated that you felt there will be some 
differences here that will complicate your administrative procedures. I wonder 
if you have any comment on this. Certainly, the explanations that have been 
given before the committee up to date by all the departmental officials, and 
all indications to date by the Quebec Government, would indicate that the 
Quebec plan is going to be fully integrable in every way with the Canada 
Pension Plan. That being so, and because the legislation concerning the Canada 
Pension Plan uses the word “‘comparable” which, in essence, connotes ‘almost 
identical,” and which is fairly strong language, I would suggest, therefore, 
that in that particular area there would not be any administrative problems, 
not only for you in your unique position but for other employers too with 
respect to the Canada Pension Plan and the Quebec plan. 


Mr. MorrattT: Even the simplest acts or regulations and directives create 
problems, and this is not the simplest bill that I have seen. All I would say is if 
I were to come back here a year after the implementation of the Canada Pension 
Plan I would bore you with the troubles we have had. 


Mr. KNOWLES: That is a relative term. 


Mr. Munro: Perhaps Mr. Basford would be more competent to talk about 
this, but you talked about the Quebec plan and you mentioned the Ontario 
plan. Of course, there is no real indication from Ontario as to their intentions— 
we are all aware of that—and you also mentioned British Columbia. As I 
understand it, the Premier of that province has indicated his complete support 
of, and his intention to bring his province within, the Canada Pension Plan, 
and not to set up his own. 

Mr. Morratt: No doubt he knows much more about it than I do. I merely 
say that the trend has started, and we do not have much control over these 
things afterwards. 

Mr. BAsrorp: Premier Bennett has always claimed to be a Canadian. 

Mr. Munro: I think as a result of the questions asked by Mr. Gray on this 
matter of stringent control, I take it that your feeling is that there should 
be some more lengthy period and some more stringent control over changes in 
the plan. Am I correct in that suggestion? 

Mr. Morratt: I am not quite sure that I know what you mean by 

“stringent control”. 
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Mr. Munro: In your brief you have mentioned: “Pressures for adjust- | 
ments, which inevitably will follow’. I think it is your point that you would — 
like some type of more stringent control to prevent many adjustments without | 
proper planning behind them that you think will inevitably result in more | 
administrative difficulties, and you want more safeguards in the act. Do I — 
interpret you correctly? { 

Mr. Morratt: I think you did misinterpret what I had in mind. I am | 
concerned about adjustments and pressures for them, but I do not believe that 
you can put into an act a control which will offset or defeat those pressures. — 
I think the responsibility of our members, both in the Government and in 
the Opposition, is the best control we can have. 


Mr. Munro: So you feel that the sections in the act that have the Gndoubred 3 
effect of making controls and limiting the power of adjustment should be, 
perhaps, removed? 


Mr. Morratt: No, I am not suggesting that because I do not know enough 
about the controls and the reasons why they are put in, but you cannot make 
this plan an iron-bound plan no matter what you do. 


Mr. Munro: I just want to get your impression of the provision that it — 
requires two-thirds of the provinces, representing two-thirds of the population, 
to consent to any adjustment—that this was quite a safeguard in this direction. — 

i 


Mr. KNOWLES: Be careful of that one. 


Mr. Morratt: I am being careful. I considerated that this section called for — 
a great deal of negotiation and I, as a neophyte, am not going to say whether it © 
should or should not be there. I repeat that the Government and the Opposition 
are the most effective control we can have. If they are responsible, we have 
control, if they show a lack of responsibility, then any control written into the © 
act would be of no value. 


Mr. Munro: You indicated you were born in 1904 and that if you worked > 
steadily until the age 70 you would be one of those fortunate Canadians who © 
would get the full benefit of the transition period. 


Mr. Morratt: That might be some reason for having it greater than it is ; 
now. 


Mr. LEBoE: I believe you said your plan was one of the conditions of em- q 
ployment, that it is compulsory. Must your employees do this? 


Mr. Morratt: After two years it is compulsory. a 
Hon. Mr. Crotu: That is where we learned our tricks. Ours is compulsory, 


Mr. LEBoE: Could we have a simple example of the total earnings and the 
14 per cent, as it is figured out, so that it would be on the record? 


Mr. Hutton: You could work it out by the examples. The future service 
benefits are equal to an annual income of 13 per cent on total earnings, while 
contributing to the plan. That is for future service. There is a past service. 


Mr. LEBOE: I am thinking of future service. 


Hon. Mr. Crouu: I understood that Mr. Knowles was comparing the pensiogm 
plan. Yours has no survivor benefits, has it? 7 


Mr. Hutton: Our plan has a guaranteed retirement income of five years. 
That is the only guarantee. Five years is guaranteed to the estate. , 


Hon. Mr. Crouu: Is there a disability pension? 


Mr. Hutton: We have a form of disability but it is not universal in the 
plan and does not cover all the employees. 


Hon. Mr. Crouu: Has it a widow’s pension? 
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Mr. Hutton: No, only to the extent of the survivors being guaranteed five 


- years to the estate. 


Hon. Mr. CROLL: Has it an orphan’s benefit? 

Mr. Hutton: No. | 

Hon. Mr. CROLL: So there are some differences as indicated here between 
our plan and the present plan which you have—which I am not suggesting is 
inadequate by any means? 

Mr. MorrattT: Yes. 

Hon. Mr. Croutu: Let us go back to controls. I do not know whether you 
have seen the evidence given by the Chief Actuary for the United States, Mr. 


Myers, to the effect that since 1935, every two years, almost from its inception, 


there have been changes in the act and the Americans have had to raise the 


amounts. Our plan calls for a halt for three years, which is more than they got. 


Mr. Morratt: It is no surprise to me and it reinforces the point I made that 
there will be pressures and there will be changes. 


Hon. Mr. Crotu: With regard to administration, witness after witness has 
told us there will be problems of administration. Now that I know your age, 
I draw your memory back to the family allowances. Do you remember the 
debates about troubles in administration; and do you remember a man named 
Claxton who put it on the road within 60 days, just in time for the election? 


Mr. MorrattT: I do not know if it had any bearing on it. 

Hon. Mr. CroLu: There was no trouble. This Government has great capacity. 
All governments have great capacity for administration and are able to do these 
things. 

Mr. KNow.Les: King would turn over in his grave. It was not to come into 
effect until after the election. 

Hon. Mr. Crouu: It was not paid until after the election. 

Mr. KNOWLES: King made a point of that. 

Hon. Mr. Crouu: I say it was on the road before then. 

Mr. KNOWLES: You will be hearing from him tonight. 

Hon. Mr. Croutu: From his spirit? 


Mr. Morratt: I agree that governments can administer almost anything 
and can adopt the administration to do so. They can put in a new department 
and a new staff and increase that staff if necessary. I was not speaking of 


government administration but of the administrative problems of our company. 
We must watch our costs and we point out now that there will be administra-. 


tive problems in our company. We say that the governments will have these 
also but the governments have the resources to meet them. 

Hon. Mr. Dents: I understand the employer and employee pay 8 per cent. 
As regards integration, could you deduct from that 8 per cent the 3.8 per cent 
contribution charged under the Canada Pension Plan? Could you deduct that 
from the pension plan and, when these benefits. come into effect, could you 
deduct from the benefits you should pay, the amount of money paid by the 
Canada Pension Plan? 


Mr. Morratt: It can be done but it is a roundabout way of giving to the 


less fortunate and the aged something to which, in your belief, they are en- 
titled. 


ay 


Hon. Mr. SmitH (Queens-Shelburne): A submission was filed this morning 


_ by the Canadian Pulp and Paper Association. I understand that no representa- 
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tives of the Association will appear before the committee, so we cannot enlarge 


on their brief in that way. However, as a member of that Association, I would 


like to bring to your attention the following paragraph, which I will read, 
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and would then ask you if you feel you could comment on it and tell me ; 

what weight you would give to the thought contained in it. The paragraph © 

reads: 

We believe that it is important that integration should take place. 

We recommend therefore that the Joint Committee consider making a 
statement that, where satisfactory private pension plans now exist, it is 
desirable that the Canada Pension Plan be combined with the private 
plan in such a way that there is protection of the existing level of 
benefits with no additional cost being imposed on the employee or the © 
employer. 


That is the first part of the statement. Then there is this other part, which I 
think would call for a separate comment: 


We believe that such a statement would make a valuable contribu- 
tion to the formulation of public opinion on the matter, and that it would 
be consistent with the announced intention of the federal government 
to integrate with the Canada Pension Plan its existing superannuation 
plan covering civil servants. 


The CHAIRMAN (Hon. Mrs. Fergusson): It is scarcely fair to ask Mr. Mof-~ 
fatt to comment on that brief. 


Hon. Mr. SMITH (Queens-Shelburne): Madam Chairman, perhaps you 
would permit me to put it. I am not asking him to disagree with this. I am 
asking him what weight he would give to the thought contained in it. Is it 
important that that be emphasized and pointed out to the public, that where 
a satisfactory plan exists, an attempt should be made not to reduce the 
benefits and at the same time not to increase the contribution—as is done in 
the federal superannuation. 


Mr. Morratt: I happen to be a member of che executive committee of that 
Association. I think the Association is merely saying that the Government has 
taken this step as far as civil servants are concerned and a similar step re- — 
garding other wage and salary earners would not be unwelcome. | 

I am speaking now on behalf of the Eddy Company, but I think it is a ~ 
very good thing, and would be a very good thing if this were done. It would — 
give our people in industrial relations some guidance, would give management 
some guidance, and would help wage and salary earners to understand that 
this plan was really designed to help those not presently covered under any 
pension plan. 


Hon. Mr. SMITH (Queens-Shelburne): In that case, Mr. Moffatt, the key — 
to the whole thing would be what is the joint opinion of the employers and 4 
the employees regarding definition of “satisfactory pension plan’. If your — 
company has a plan which is satisfactory to those employees, and you both — 
decided you would like to carry on that plan without adding to it, then you 
think it is important that it be pointed out to all those concerned that they — 
should integrate on the same general basis as the Government superannuation 
plan? 

Mr. Morratt: We would think it would be helpful, yes. 


Hon. Mr. SMITH (Queens-Shelburne): Perhaps I might add, for your — 
understanding of it, that I have had some discussion with the manager and 
president of one of the companies of the Pulp and Paper Association, who — 
himself thinks it is a very important thing to be considered by both employers — 
and employees. I was wondering whether you would agree with him. 


Mr. Morratt: Also it depends on the status of their agreements. Our 
pension plan is not a negotiable item. That would alter an opinion. But, in any 
case, we think it would be very helpful in guiding us when talking to our. 
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employees individually on the pension plan; but this is not a matter for union 
negotiation, as far as our company is concerned. 


Hon. Mr. SMITH (Queens-Shelburne): Can you tell us whether this sub- 
ject is in general not a matter that is negotiable when you are talking over 
your problems with the unions? 


Mr. MoFFATT: Well, sir, in general, those who have had newer plans 
are inclined to have plans which have been negotiated, largely because pres- 
sure is brought about in some of those plans. 


The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Monteith? 


Mr. MONTEITH: Just a brief question. Mr. Moffatt, did I understand you 
to say in response to a previous question that if you had had a choice you 
would have preferred to see one pension plan operated by the federal Govern- 
ment? Would you be inclined to think that we could have expanded the 
present old age security plan to take into consideration survivorship, disability, 
orphans, and possibly reducing the age limit, and so on, and that adjusting 
the present plan could meet those requirements without having brought in 
a separate plan? 


Mr. Morratt: That would have been my approach, having been given the 
problem, yes. 


The CHarirMAN (Hon. Mrs. Fergusson): Mr. Knowles. 


Mr. KNOWLES: Madam Chairman, I put my hand up with respect to a 
particular subject, and I guess I will stick to it. I was interested in your 
statement, Mr. Moffatt, that you were having difficulty in getting various 
actuarial firms to come to any agreement with regard to your integration 
problem. I wonder if it is not a fact that if you will have an integration 
problem, you will need to consult actuaries only if you wish to cut back on 
you present 4 per cent plan. Is it not a fact that if you and your employees 
were to agree to add a Canada Pension Plan to 1.8 there would be no integra- 
tion problem, other than just a problem of paying for it, bookkeeping, and 
so on, and that there would be no integration problem if you added 1.8 on 
top of your 4 per cent which you have already? 


Mr. Morratt: Then we merely have the added administration problem, 
and that is all. 


Mr. KNOWLES: And do you not think that it is fair for me to suggest 
that you look at it in this way, that your situation be not compared with 
the civil service plan, because there is a plan where the present payment 
is 6.5 per cent, and when 1.8 is added on top of 6.5, surely that creates an 
integration problem that does not apply when adding 1.8 per cent to a 4 
per cent plan, remembering, of course, that it is not 1.8 per cent on the 
average, and that you will not end up by paying that, because your 4 per 
cent is on gross income, whereas your 1.8 per cent is based on an income 
between $600 and $5,000 a year. So what I am saying is that your situation 
is really not comparable with that of the civil service plan. 


Mr. Morratt: Not comparable in that respect, that is correct. 

The CHAIRMAN (Hon. Mrs. Fergusson): Any other questions which the 
Members of the committee wish to ask? 
| Thank you, Mr. Moffatt and Mr. Hutton, on behalf of the committee for 
coming here. 

Mr. Morratt: Thank you, very much. 


Mr. MontEeItH: And may I add that with Mr. Moffatt’s first appearance 
before the committee I hope he finds some understanding from us, and has found 
it very relaxing and enjoyable. 
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AFTERNOON SITTING 


Monpbay, January 18, 1965. 


The CHAIRMAN (Hon. Mrs. Fergusson): Mrs. Rideout and gentlemen, we 
have a quorum, and we have two briefs to consider this afternoon. The first is 
from the Canadian Federation of Agriculture, which is being represented by 
Mr. David Kirk, Executive Secretary of the Federation, and with him is Mr. 
Hurd, who is assistant executive secretary. It was not possible for the president, q 
Mr. Bentley, to be with us this afternoon because their annual meeting is coming: 
up next week and they are very busy holding meetings prior to this to be pre- 
pared for the annual meeting. So I will ask Mr. Kirk and Mr. Hurd if they will 
come to the table. 

I think you understand, Mr. Kirk, we do not want the brief read, but wish 
you to summarize it and bring out the points you particularly want us to con= 
sider. 

Is it agreed that these two briefs be added to the minutes? 


? 


Agreed. 4 


Hon. Mr. THORVALDSON: Madam Chairman, are there any copies of this 
brief? 1" 


The CHAIRMAN (Hon. Mrs. Fergusson): I think the secretary has some. 


Hon. Mr. SmitH (Queens-Shelburne): Madam Chairman, with respect 
to the brief which was placed in our hands this morning, brought forward by the 
Canadian Pulp and Paper Association, has that been made part of our proceed- 
ings too? 


The CHAIRMAN (Hon. Mrs. Fergusson): Yes, when I called for a motion this ; 
morning I mentioned both briefs. ) 


Mr. KNOWLES: Mr. Kirk’s brief is so short I wonder if he could make hig 
summary shorter. The summary will probably be longer. 


Mr. Davip Kirk (Executive Secretary, the Canadian Federation of Agricul- 
ture): I do think it would save time if I just read it. 4 


Hon. Mr. CROLL: Go ahead. 


Mr. Kirk: The Canadian Federation of Agriculture has over many years 
favoured the institution of a contributory pension plan in Canada, and welcomes 
the fact that such a plan is now before Parliament. We hope it will soon become 
part of the Canadian social security system. 

On the introduction by the Government of Canada of the first bill setting 3 
out a Canada Pension Plan, the Canadian Federation of Agriculture reviewed its 
provisions and made strong representations to the Government and to members 
of Parliament that the coverage of self-employed people, including farmers, 
should be on a compulsory, rather than on a voluntary basis. We are therefore 
very glad to see that the present bill provides for coverage on this basis, and 
are gratified that in Parliament the Minister of Health and Welfare noted our 
organization’s position in this respect. It was our view, and still is, that with the 
passage of the years a system of optional participation would result in nothing 
but trouble and inequity, and that many of those most needing a pension income 
would find themselves altogether deprived of one, apart from the flat rate old age 
pension. r, 

It was the view of our Board of Directors, also, that there should be no 
lower limit below which self-employed people are not credited with pensionable 
earnings for purposes of future calculation of pension rates. For one thing, the 
logic of the ‘“‘Year’s Basic Exemption” system, it seems to us, is at least that if 
a person earns only the amount of that exemption he should be credited with 
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income for the year of the amount of the exemption, and not with zero, which we 
understand is the way the plan works now. In short, we do not think there should 
be anyone who may not be credited with an income for pension purposes in any 
year. 

One other specific point we wish to raise has to do with the aateniatian of 
the pensionable income of self-employed persons. Section B of the bill seems 
to us to define income according to the terms of the Income Tax Act. We take 
it that this means that when a farmer adopts averaging, then his averaged in- 
come will be, also, his income for pension purposes. If this is not so the act should 
be revised to make it so. With the extreme variability of many farm incomes, 


there will be many farmers whose income will fluctuate above and below the 


maximum pensionable earnings figure. If averaging, for pension purposes, is 
not permitted, the farmer who experiences such fluctuations will certainly end 
up with a considerably smaller pension. 

That is the extent of our submission. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much, Mr. Kirk. 
You are prepared to answer questions posed by the committee, I presume? 


Mr. Kirk: Yes. 


Mr. KNOWLES: Madam Chairman, I am sure, once again, I am speaking 
for the committee when I say we all welcome this brief. If there are any who 
disagree with that, then surely they welcome its brevity. 

I admit the questions I wish to ask arise out of the fact that we are some- 
times told—and I have even heard it said in this committee—that the farmers 
of Canada are not really interested in this plan. I am therefore, Mr. Kirk, 
extremely interested in your strong support of the plan and your approval of 
the fact it has been put on a compulsory basis for self-employed people. 

May I be so bold as to ask if you feel you are speaking for the farmers of 
Canada when you take this position? 


Mr. Kirk: Yes, we feel we are. This has been our policy now since shortly 
after the first bill was introduced. There has been a wide dissemination of the 
information. This is the position that initially our board took, and it was their 
judgment this would be in the interest of farmers and would be favoured by 
them. We have had no indication except the indication of support since that 
policy was established and up to the present time. Perhaps Mr. Hurd could 
speak on the farm forum aspect. 


Mr. LoRNE Hurp (Assistant Executive Secretary of the Canadian Federa- 
tion of Agriculture): There are two points on this. First of all, in addition to 
the Board of Directors taking the original initiative, the policy was confirmed 
at the 1964 annual meeting of the federation, where there is a very wide cross- 
section of representation. Secondly, there was this past fall on the National 
Farm Radio Forum a program devoted to the consideration of the Canada 
Pension Plan. The result of that forum finding was that 60 per cent came out 
clear-cut in overwhelming support of the plan as proposed, another 25 per cent 
were not too sure and felt they needed further information, and only a very 
small percentage said they opposed the plan. If I recall correctly, this repre- 


sented something of the order of over 190 forums. There were about 1 500° 


people involved in the broadcast, if I recall correctly. 


! Mr. Kirx: It is a sample that indicates, outside of our organizational affairs 
altogether, the same view. 


Mr. KNOWLES: Do you feel, therefore, you are not just giving us a head 
office opinion but that, rather, you are expressing what you believe to be the 
views of the farmers of Canada? You would not be in head office very long 
otherwise. 

_ Mr. Kirk: We never place head office opinions before these committees. 
—-21753—3 
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Mr. KNow.Les: Madam Chairman, as other members too are interested in 
the point you make in the third paragraph of your brief about people with 
incomes of less than the $600 level, I wonder if I could be permitted to ask Mr. 
Osborne a question of fact on this, so that we are clear? 

Is it correct, Mr. Osborne, that a person earning just over the ekempttn 
level, say $601, if he is an employed person, or $801, if he is a self-employed — 
person, pays and gets credit for that full amount—be it $601 or $801; but that — 
a person just under, say at $599 for an employed person or at $799 in the case © 
of a self-employed person, pays nothing and gets no credit? 


Mr. OSBORNE: The person who earns $601 pays on the $1 and gets credit — 
for $601. The self-employed person who earns $801 pays on $201 and gets 
credit for $801. The person who earns $599 pays nothing and gets no credit. © 
The person who reports self-employed income of $799 pays nothing and gets © 
no credit. i 


Mr. KNowWLES: That was the information I wanted. In light of that, I~ 
would like to say to Mr. Kirk I think the point he has made in this third © 
paragraph of his brief is one the committee ought to look at. 


Mr. CantTELON: The first point that I had to bring up was one which ~ 
Mr. Knowles has already mentioned, and that is the point—at least I think — 
this is the one he was getting at—that the farmer’s income should be arranged ~ 
the same as is done under the income tax, so that you can collect on years of — 
low income. I hoped that this suggestion would be carefully considered by the — 
Government. 

I noticed too that you seemed to be quite sure in your own mind that this © 
bill should become part of the Canadian social security system. I wonder if you © 
envisage many changes in it or if you think it is practically perfect the way it is. — 


Mr. Kirk: That has relation to the length of our submission, of course, 
and the number of subjects we have covered and the number we have not. 

I would describe the position this way. It would be going much too far to 
say that you could take any omissions in terms of policy issues that are in-— 
volved in the bill as reflecting the view of the Federation that the bill is i 
correct as it stands. The correct position is that our organization has reviewed — 
the bill; it is in favour of a pension plan. It has not identified, on the basis on 


which it has reached any consensus or agreement, any further lacks on which 5 
oo 
f: 
é 
¥ 


ee SG Eo 


it wishes to speak. fy 
I do not say in the future, with the operation of the mine it might not, 


but it has not to this date, and therefore, of course, there is a presumption — 


of approval. However, I think it would be going too far to say that there is a 4 
presumption that we have the considered view of the Canadian Federation oft 
Agriculture. as 

We do not claim to have given that kind of exhaustive study or to have © 


reached that kind of exhaustive study on all the provisions. ¢ 


Mr. CantTELON: I was intending to go further, but in the light of that 
answer I need not do so. I presume that you are commenting on the things a 
that particularly interested you, and there may be factors in the bill that you 
may not like or that we may not like, but you are not bringing this to our gt 
attention. You want to bring these particular factors which you are interested _ 
in. by) 


Mr. Kirk: Only things for which we have a policy mandate. 


The CHAIRMAN (Hon. Mrs. Fergusson): Yes, Senator Thorvaldson? This © i 


has to do with the last remarks? Me 


Hon. Mr. THORVALDSON: Yes. It has to do with the paragraph with respect — | 
to no lower limit. That seems to me to be the essential part of the brief. It is 
the most important part of the brief. You give just a few lines to it, though. 


| 
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Are you really serious or have you any argument to back it up, because you 


simply state that that is your position, but you give no argument with regard 
eto it. 


I presume you must realize that the problem is one of administrative 


costs as well as other factors which must have been thought out very care- 


fully. Consequently, although I might say I am interested in your proposition, 
I wonder if you have any more argument in favour of the proposition that 
there should be no lower limit? 

Mr. Kirk: First of all, our basic argument with respect to the lower limit 
is simply that this is what you might call a credit that people are getting, 
citizens in this country are getting, each year, and we think it is thoroughly 
illogical that by virtue of exceeding a lower income somebody should be 
deprived of that credit, that is, the basic credit. 

Mr. KNowLEsS: The $699 man gets it but the $599 man does not. 


Mr. Krrk: On the question of administrative difficulties I cannot say we 
have an administrative plan or have assessed this exhaustively in terms of 
administration. What we do think is that we have arrived in this country at 
the stage where we must take account, and must devise ways and means of 
taking account, of the position and interests of all the citizens in this country, 
and we speak particularly of the self-employed, of course, as representing 
self-employed people, and that quite simply this should be done. 

I suppose that arguments of administrative convenience could be raised 
that would be on the side of letting people be missed, so to speak, in the whole 
procedure, but we don’t think they should be missed. 

Hon. Mr. THORVALDSON: In other words, you agree that there should be 
some minimum. Do you agree that there must be some minimum or do you 


still hold to the point that there should not be any minimum at all? That is 
what I am getting at. 


Mr. Kirk: We are saying there should be no minimum, which means 
that everybody comes into the plan each year. 

Mr. KNnowLes: No minimum for credit. 

Mr. Kirk: For credit. 

Mr. KNOWLES: You don’t mind a minimum for contribution purposes. 

Mr. Kirk: No, no; the minimum is for credit purposes. 


Hon. Mr. STAMBAUGH: Did I understand you to say that you have taken 
a vote of the members with regard to the compulsory part? 


Mr. Kirk: No, sir, we did not say that. Supplementing our normal organi- 
zational procedures for assessing farm opinion, which is the whole organiza- 
tional structure, you see, and the process for considering policy questions and 
discussing them over the years and at meetings and in conferences—supple- 
Menting that, we pointed to the evidence of a national farm radio forum 
discussion group program which dealt with the pension plan. 

These discussion groups are voluntarily organized discussion groups of 
farmers. They are not a federal agriculture organizational group. 

But our point was that the findings of those groups told the same story 


_ aS we are telling, in the sense that the farmers of those groups supported, by 


a good solid majority, the compulsory plan and coverage of self-employed 
people. 

Hon. Mr. STAMBAUGH: You evidently feel certain that the majority of the 
members are in favour of the compulsory part. 


Mr. Kirk: Yes. 


Hon. Mr. STaMBAUGH: You have never had a resolution passed at a 
conference? 
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Mr. Kirk: Yes, we have. | 3 
Hon. Mr. STAMBAUGH: Oh, you have? a 
Mr. Kirk: Yes, of course; yes, we have. | i q 


Bry): Hon. Mr. STAMBAUGH: Do you know if the same holds true of the Farmers’ | 
- Union of Saskatchewan and Alberta? 


: 

hin 

aN 

Ne is Mr. Kirk: I am not sure. I am not saying it does or does not. I don’t 
one recall, and I should not speak for them without being perfectly sure. a 
sabe . Hon. Mr. StampBaucuH: I thought you might know if they had had a reso- q 
Ae lution at a convention, possibly. 7 
tip if "Mr. Hurp: We go so far as to say they are not member bodies of our — 
nt i organization and they have not opposed compulsory organization through our q 
aie organization. 

ee : Hon. Mr. STAMBAUGH: You have discussed this with them? 

hi . 


Sn Mr. Hurp: Through our annual meeting, yes. 
at, _ The CHatrman (Hon. Mrs. Fergusson): Mr. Cote? 4 
: Mr. COTE (Longueuil): Can you tell us if this plan will cover most of the j 


m 


farmers in Canada, and do you have any ideas about the number of farmers — 
who should be covered? a 


Mr. Kirk: In terms of the income position of farmers? ;, 
Mr. CotE (Longueuil): Yes. { 
ss Mr. Kirk: $800 is not much money to live on these days, and there are 
ss farmers who make less than this, and some who make less than this quite 
regularly, we are quite sure. I don’t just have those figures with me. They are 
; not easy figures to deal with because any data we have is not clear on the total — 
yy income position of the farmer and non-farmer, but there are data which do 
i 4 indicate that there are very significant hithess of farmers who are almost 
--—s exclusively engaged in farming, whose net income position, judged by their 


gross sales could hardly be more than $800. ! 
a Mr. CoTE (Longueuil): But the majority of farmers are above that. ¥ 
me Mr. Kirk: The majority of farm people, I think, are above this limit, of 
it 


Be, course. If you take their full income position into account, that is. a 
a ‘ The CHAIRMAN (Hon. Mrs. Fergusson): Is that all you wanted, Mr. cote? 
! Mr. Cott (Longueuil): Yes. 

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Basford. 


Mr. BasFrorpD: I noted the position of your Federation is that the Canad 
Pension Plan should be compulsory. Now, the committee had before it the 
other day a Mr. Kilgour, the President of the Great-West Life Assurance Com- 
pany, and he wept crocodile tears over the fate of the western farmers, saying, 
as I understood him, that this plan would be ineffective for that group of 
farmers earning $1,200 or $1,500 a year, and it would not be helpful to hi ‘ 
and the Government would never be able to make collections from those 
farmers. 

I take it that your Federation does not agree with that submission? 


Mr. Kirk: No, it does not. 
Mr. Basrorp: Thank you. 
Mr. Hurp: I might add that we have not made it clear, and it should be 
clear to the committee, that our organization asked for a contributory pension 


plan before this Government or any other Government proposed that such a 
plan be implemented. This is not a new policy position with our organization. 
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tions from a farmer who is making a cash income per ‘year? 
Mr. Hurp: Yes. ; 
i: Mr. BASForD: I notice in your brief you ask that averaging be allowed but 
not for the purpose that farmers and fishermen are allowed to average their 
: income cver a number of years, which is to avoid the incidence in a good year 
of highly graduated rates of income tax. I point out that under the Canada 

Pension Plan the contributions are at a flat rate, of 1.8 per cent or 3.6 per cent, 
- regardless of income, and that the need for averaging, such as that to avoid 
an increasing rate of tax, is not there. 


F, . 
& _ Mr. BAsrorp: You think it is administratively feasible to collect contribu: 


Mr. Kirk: In this respect that problem does not arise, I agree, and espe- 


, ‘cially, let us say, ten years from now when a farmer who has had this varia- 

_ bility of income around the maximum. You see, if his. income varies around— 

_ that is, above and below—$5,000, then his average for benefit payments, if the 

_ averaging is not allowed, would have to be below $5,000, even though the 
_ average of his actual income might have been $6,000, because you cannot put 
into the plan an average of income of more than $5, 000° in a year. That is the 
reason for it. 

Mr. MacaLuso: Supplementary to that question, ‘Madam Chairman, and 

_ with respect to the averaging of the farmer’s income, will not the way the 
average is calculated in the bill itself provide this average you are talking 
about, and about which you are concerned? 


Mr. Kirk: We do not think so—at least, as we understand it—because in 
a year in which a farmer’s income is, let us say, $6,000—let us take two years 
for a simple average. If his income was $4,000 in one year and $6,000 in another, 
the average of his income would be $5,000, which is the maximum for pensich 
_ payments But, the way it would work, if the averaging did not apply, would 
be that he would have to pay on $5,000 in his $6,000 year, and on $4,000, as we 
‘i Bitaderstand it, in his $4,000 year, and his average for those two years would be 
$4, 500 and not $5,000. ; 


Mr. MAcaAtuso: Well, Mr. Kirk, at page 2 bh your brief, in the third 
i Paragraph, does not the Federation say that it believes that if the exemption 
were done away with the coverage would really be extended to more farmers 
re in Canada? i 


Ne ; Mr. Kirk: Yes, it would. 


Mr. Macautuso: Do you have any idea how many more farmers would be 
covered if the exemption was done away with? Have you made any studies 
of that? 


i) Mr. Kirk: I am sorry that I cannot remember the figures, but an analysis 
_ that ARDA made the other day of the census figures showed that there are 
4 considerable numbers of farmers who work only one month or less off the farm 
in a year and whose gross farm sales are $2,500 or less. When you make only 
i oS? 500 in gross sales, then your net is very, very likely to be under $800. Un- 
i 


& one of the ways in which people manage to get along at all in some of these 
_ low income positions is that they really have a family position. They have 
other people in the family who probably help, and who contribute to the income, 


- but this income is based on the earnings of adult individuals. We are quite 


‘a 


fortunately, we really do not know precisely how many such people there 
would be. We think there would be quite a number of individuals. I think that _ 
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sure that there are significant numbers of adult individuals engaged in farming 
who make a net of $800 or less in one year at one time or another, but I am 
talking of a fairly persistent thing. | 


Mr. Macatuso: You readily realize, as you say, that there are many 
families who make a net of $600 or $800 a year who should not be in the farm- 
ing business. This is a problem that is brought up intermittently. You can — 
perhaps sustain your family, but if you need other things then an income of 
$600 or $800 or even $1,000 presents a problem, but a different problem from — 
the one that presents itself with respect to averaging income for self-employed q 
people. Am I making myself clear to you? 


Mr. Kirk: I am not sure. 


Mr. Macauuso: There are two problems. There are many farmers whose 
net may be only $800 or $1,000 per year, and there is one problem in the fact — 
that perhaps that adult person should not be in farming. While he may be able > 
to keep his family on what he is able to grow on his own farm, and try to save — 
what he makes over and above that, do you not think that the low income of — 
this person will hurt the income of the moderate income farmer—that his — 
average may be reduced as a result of the net of $800 or $1,000—in his having © 
his income averaged over the same period of time? 


ve vir, SER Regd 1 does not seem to me—I do not really see the relationship. _ 
The averaging provision we are talking about is, first of all, an optional provi-— 
sion in the Income Tax Act. A farmer does not normale use i if his income is at 
a level where he does not pay income tax. As you pointed out yourself, if he 
Stays persistently below the $5,000 level then the averaging makes no particu- — 
lar difference because it is averaged in the regular processes of the bill. It is © 
when his average is around the $4,000 to $6,000 level— 


Mr. Macatuso: Would you not feel that averaging is likely to have an , 
adverse effect on the income of other farmers in the calculation of their E 
averages? 


Mr. Kirk: I really do not see how the averaging provision used by one 
farmer affects another. 


Mr. Macauuso: This is just for the sake of my own curiosity, you might © 
say, because I understand that losses would be included in the determination 
of average earnings which would otherwise be excluded, and that many 
farmers would be deprived of the benefit of the drop-out formula that is in 
the bill. i 

Mr. KirK: Well, I can see where there might be problems of decision — 
arising for farmers. I do not know for sure, but I can imagine that there might — 
be problems of decisions with respect to adopting averaging, if they think 
that averaging has one impact that is favourable to them in relation to income © 
tax, and another impact that is unfavourable to them in relation to pension — 
benefits. I do not say that that is impossible, if that is what you are referring — 
to, but that is a thing that will have to be worked out. 


Mr. MacaLuso: Would not the losses in one year act to reduce earnings — 
in other years, thus lowering the pensionable earnings unnecessarily? 


Mr. Kirk: Yes, they could, if your position was that these years were of 
such a number that they could be eliminated altogether under the averaging 
provisions. 7 


The CHAIRMAN (Hon. Mrs. Fergusson): Is that all, Mr. Macaluso? 
Mr. Macautuso: Yes, Madam Chairman. “ie 
The CHAIRMAN (Hon. mieten Fergusson): Mr. cag | 
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the bill in not going along with the averaging that you desire, does, in effect, 
have somewhat of an adverse effect such as you have described, because a 
farmer may earn $6,000 in one year and $4,700 in the next year, and he has 
lost the benefit of that cushion of $1,000. But, you are talking about that par- 
ticular class of farmers who are up close to the $5,000 level? 


Mr. Kirk: That is right. 


Mr. Munro: When you get to the farmer who is at the $3, 500 or the $4,000 
level then your argument for averaging would seem to lose a considerable 
amount of force, because in that particular case if there were averaging as you 
desire, then that particular farmer who generally fell between that range but 
who had losses during one year, because of this very unfavourable climate that 
farmers live in, would be concerned about the drop-out feature for the months 
of lowest average earnings, and as a result his overall income of, say, $3,500 
or $4,000—if it was a drastic loss in one year, his whole pensionable earning 
record over a series of years would be lower, and he would be really penalized 
by this very provision that you are suggesting we should incorporate in the 
bill. 

Mr. KirK: Probably we should have enlarged on this point. We thought 
of this in terms of an option. It is an option in the Income Tax Act to average 
for income tax purposes. I am sure we thought of it in terms of the availability 
of the same option in connection with the pension plan payments, if it were 
a necessity to average. Under the Income Tax Act you pick five years to 
average on if you want to. It is not a regular moving average. We are not 
suggesting that for the pension plan, either, for farmers. Otherwise the factor 
you mention would certainly occur. 


Mr. Munro: Then you would be prepared to go this far, that in the mid 
range—it does not amount to very much money, but we have heard some 
argument that we should be most anxious to help those in the lower income 
bracket, the $3,000 to $3,500 range—the way the bill is now drafted is really 
beneficial to them. There are two sides to this averaging business. 

Mr. Kirk: Yes, of course 


Mr. Munro: I would suggest that the way the bill is now, it is assisting 
the farmer whose earnings are at the lower level, as compared to the farmer 
whose earnings are around $5,000. 


Mr. Kirk: I agree it should be automatically an option than otherwise. 
If it is applied as a requirement to average in the regular way, this would 
undermine for many farmers the advantage of this provision for dropping a 
number of low income years. 


Mr. MONTEITH: As a very simple average, it does not have to be collect- 
ible on the same basis as income tax. 


Mr. Kirk: It would not be too difficult to average for income tax purposes. 


Mr. MontertTH: It occurs to me that the Department of National Revenue 
en a collecting basis would find it much more sensible to collect it in any one 
year on the same basis for both. 


Mr. Kirk: It would be more convenient. As this gentleman has pointed out, 
you could force a farmer into a position of either hurting himself on the pen- 
Sion side of it, or hurting himself on the income tax side of it, either by 
averaging or not averaging as the case might be, and it seems to me that in 
both cases they should be optional for their own purposes, because they are 
different purposes. 


Mr. Munro: You mentioned the Income Tax Act in the brief. You say 
that according to the terms of the Income Tax Act, and as you understand it, 
the provisions here would be that, as far as determining pensionable earnings 
are concerned, we do not count investment income or, say, income from rental 
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includes business income, rental profits, and you are also excluding losses. I - 
think there are two definitions which are probably being confused, one for — 
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purposes. There is a distinction. Hiei: This act was TG 28 Ke the ine me 
Tax Act. What is your feeling, as far as this factor is concerned, hie relation | 
to the farmers? a q | 

Mr. Kirk: I must say that is a point which has etee ay me. We were 
thinking in terms of section 13: “The amount of the self-employed earnings off 
a person for a year is the aggregate of... his income for the year from all 
businesses...’’ except, as you point out, ‘the rent. We do not have any par-— 
ticular view on that particular aspect of it. I must say I have not thought that 
one through at all, nor has our board thought it through, so I would hate to. 
jump at that one. 


The CHAIRMAN (Hon. Mrs. Fergusson): vou could searcely answer it, ify 
you have not considered it. i: 


Mr. FRANCIS: I want to ask whether the federation had looked at the defi- 
nition of income which is used by the old age security legislation in the ~ 
United States, where they have a separate definition of farm income. vm 
thought that when Mr. Myers, the actuary, was testifying before us, it was x . 
closer to the concept of gross farm income. I wonder if the federation has looked _ 
at this? 


Mr. Kirk: We have not given any special study to that concept. The net a 
income proposition did not, on the whole, strike us as an unreasonable one, 
Icoking at it in terms of the whole concent of the act. a 
Mr. Macauuso: My questions are the same as Mr. Munro’s. There are 
very few definitions which might be confused here on income. One is calculated i 
for pension purposes from contributions from salaries or wages and that is © 
what is included in this bill, whereas income tax under the Income Tax Act ~ 


income tax purposes and one for this bill. 
Mr. Kirk: Yes, there is that exclusion there. I agree they are different, ep 


Mr. Macatuso: If the net earnings for pension purposes is going to mean 
initially that rate of 1.8 per cent, there may be no need to average farm income 4 
over a period of years for the purposes of levelling out the effect of graduated 
rates of tax. 


_ Mr. Kirk: For a great many farmers there is no need for the average and, 
as has been pointed out by members of this committee, in some cases it would — 


bea positive disadavantage if it were attempted, but there will also be cases, Bi: 


and this is why we want the option, where it is a distinct advantage to have © 
that option, because the variability happens to turn around this point. 


Mr. Macatuso: You probably have in your office some figures giving the 
number which would be affected amongst the farmers. Would it be possible 
to provide that information in writing to this committee for its consideration? — 


Mr. KirK: We will provide the best we can. You understand that farm | : 
income figures are excessively difficult figures to get, especially in terms of © 
something that makes a net income, because there are no net income figures. 


5 


Mr. MAcAuuso: If it is possible. A 
Mr. Kirk: We could provide figures that would give some indication. 
The CHarrMAN (Hon. Mrs. Fergusson): You will send them in to the — 
secretary to the committee? 4 
Mr. Kirk: Yes. 
Hon. Mr. THORVALDSON: I wonder if you would answer a question with 
regard to the figures at the top of page 2, where you state that there should be a 


no lower limit below which self- employed people are not credited with per 
sionable earnings, and so on. I thought Mr. Kirk suggested that you might be e 


Th 
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Mr. Kirk: Again it would only be an Pat and it is in that particular 
“category that we are most able to give an indication. With respect to the impact 

of the averaging and the number of farmers affected by that, I am exceedingly 
“Goubtta about the likelihood of getting any useful figures in that area. 


Mr. KNOWLES: A question was asked earlier of the witnesses with regard 
to the position in a compulsory pension plan of the farmers unions. Naturally 
we could not expect these witnesses to testify for other organizations, but I 


might refresh the memories of the members of the committee. As all honourable 


members know, just about every year, briefs are brought to us in Ottawa by 
the Federation of Agriculture and by the Interprovincial Council of Farm 
Unions. I happen to recall what was in these briefs on these subjects, because 
aa pay particular attention to them and asked questions in the house based on 

that. My memory is quite clear that on two occasions in recent years farmers 

unions through their interprovincial council have supported the principle of the 
self-employed being included on a compulsory basis, parallel to the position 
taken by the Federation of Agriculture. I think that since a question was asked 
-and since we all have the answer it might as well be on the record. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you, Mr. Knowles. Although 
you are not really called upon to give evidence, that is very useful information. 


Hon. Mr. Crouu: It is really not evidence, it is testimony. 
Mr. KNOWLES: It is given just to refresh your memories. 


: The CHAIRMAN (Hon. Mrs. Fergusson): It is good to have it on the record. 
Mr. Kirk and Mr. Hurd, thank you for coming before us. 


7 Our next witness is Mr. R. C. Dowsett who is a Fellow of the Society of 
Actuaries. 


; Mr. Dowsett comes from Toronto, where he graduated from the honour 
mathematics and physics course, University of Toronto. In 1954 he qualified 
by examination as a Fellow of the Society of Actuaries. He stresses that he 
is not appearing as representing that Society but merely is representing him- 
self. Mr. Dowsett, would you give a resume of the points you want taken up, 
and then answer questions. 


i Mr. R. C. Dowsett (Fellow of the Society of Actuaries): Thank you. Hon- 
-ourable members, as Madam Chairman has said, the views expressed in this 
- brief are my own and I present them as a Canadian citizen concerned about the 
future of Canada and about the environment in which my children will live 
and work. 

a My brief was prepared hurriedly and in places it is not quite clear. For 
d this I apologize, but there was little time available before the December 31 

deadline. 


In its currently proposed form, the Canada Pension Plan would have 
some very important advantages. Widows benefits and orphans benefits, pro- 


hal 


vided on a modest basis, are desirable; also, some method should be found 

“to increase the total social pension available for some older persons under 

770 years of. age. 

: However, the Canada Pension Plan has serious shortcomings as a social 
_welfare measure because: 

"4 It does little for Canada’s current aged population and for many Canadians 

under age 70 years who will not in the future make contributions to it. 


“ 4 It would involve the build-up of a so-called pension reserve fund the assets 
of which would be placed under the control of provincial governments. 
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to a contributor which has a value approximately proportional to his contribu-_ 
tions, while in fact extensive cross-subsidies would be involved; the contribu- — 
tory principle is suggested but not really followed. : 

The “contributory” aspect of the Canada Pension Plan—whether real or — 
only implied—would make it very difficult for some future government or 
governments to reduce the burden to be borne by the Canadian economy ~ 
through reduction in benefits. 


The long term combined tax requirements of the Canada Pension Plan 
and the Old Age Security program could prove to be a stifling burden for 
Canada. 


These comments on Bill C-136 are developed under fae headings: 


What are the priorities for social measures requiring tax revenues?— 
Provincial Development Fund versus Canada’s current aged. 


A social pension program related to wage levels need not be a “contribu- — 
tory” program. 


Some changes in the scope of the Canada Pension Plan—1964 version as 
opposed to 1963 version—and comments on “Partial Funding.” 


Combined long-range cost estimates—Canada Pension Plan and Old Age — 
security Benefits. be 


No discussion has been set forth concerning the advantages and disad- 
vantages of indexing and other features. 


Under the first heading: 


What are the priorities for social measures requiring tax revenues? Pro- — 
vincial Development Fund, first and Canada’s aged, second, or vice versa. . 

I understand that all major parties have said they believe in a compre- : 
hensive plan to apply to as many people as possible in this country, and I — 
underline the words “as many people as possible.” 

This indicates that many people in Canada live today on inadequate in- © 
comes; the government feels that a social welfare measure should be adopted — 
to increase the incomes of those who need it. This seems to be reasonable © 
and straightforward. The government would seem to be primarily interested — 
in raising the incomes of those who have difficulty existing on their present — 
incomes—its interest is not primarily to provide increased income for all 
of the aged. Surely the first thought is to get extra dollars to the needy. i 

Now Bill C-136 will not provide incomes in excess of the Old Age Security — 
benefits for persons now over age 69 years. Why? Because of the plan design. R 

If a newly adopted government plan doesn’t increase the incomes of some ; 
of the needy aged, and if such a plan does increase the incomes of some of 
the aged persons who do not need it, these anomalous results must flow from — 
unavoidable elements in the plan desion which are only left in as necessary : 
evils in order to create an overall plan that will be acceptable. 

But are all the “evils’’ necessary? Are all these elements unavoidable? If ; 
we had a social pension scheme that did not build up such a large “reserve | 
fund” it could pay increased incomes to some of the current aged. What is ‘ 
the necessary social welfare or other program that is to be supported by the © 
tax revenues, raised through the Canada Pension Plan, which are ploughed ; 
into provincial securities? Is the need for the programs that will be developed 
using these reserve funds, more pressing, than the need for payment of incomes 
in excess of Old Age Security benefits to the current Canadian aged popula- 
tion? ¥ 

If we want to get “a comprehensive plan to apply to as many people as — 
possible in this country’, it will be strange if we adopt a plan which channels 
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- current tax dollars—raised in the name of the plan—into some provincial 
; _ government development program rather than into increases in income for the 
current aged. 


In my examination of the Actuarial Reports on the Canada Pension Plan 
and the White Paper and other information, I have not been able to turn up 
any studies of the numbers of aged in the current population requiring ad- 
ditional income to maintain a minimum standard of living. It seems to be 
utmost good sense to gauge the size of this need—define it—estimate its charac- 
teristics—forecast its future development—before undertaking a mammoth 
program which purports to eventually fill that need. But I have not seen 
detailed statistics which indicate that the Canadian aged population of today 
is living to some degree in want. Should the committee not see these? Perhaps 
it has done so. It must be true that some of the aged are living in want— 
but how many? 


Let us assume that the studies do exist and that the need can be adequately 
demonstrated. But Bill C-136 would provide no answer for those in the aged 
population today. It would only provide an answer for those who retire in the 
future; and even then, not for all the future aged. What about the women who 
work for only a short number of years? What about those persons who are 
already out of the labour force at younger ages? Some of these will be found 
in the “needy category” in the future. 


If the Canada Penson Plan is good, and the benefits worthwhile, why 
should we wait for 35 years before the whole plan is brought to maturity? 
It has been argued that we cannot afford to pay the full benefits now—that 
we must grade into it slowly over a period of years. But Bill C-136 calls 
for the collection of substantial funds to be used in other ways during the 
maturing process—a partial funding. So it would appear that we could afford 
a much faster maturing process were it not for the apparent greater need 
of the other programs, albeit provincial programs, requiring the extra funds. 
Common sense would seem to indicate that these provincial programs must 
be compared with a detailed analysis of the income problems of the current 
aged population, before the legislators can properly decide to channel tax 
dollars to one place instead of the other. 


Miss LaMarsh has indicated she thinks it would be irresponsible to double 
current Old Age Security costs in order to give $100 per month Old Age Se- 
curity pensions at age 65; it would be a greater irresponsiblty to incur ap- 
proximately the same cost and to ignore those in the current population over 
69 years, and to ignore the other members of the population who are not 
attached to, and will not ever be attached to, the labour force, This irresponsi- 
bility is inherent in Bill C-136. 

If we need a social welfare measure to increase benefits for Canada Pen- 
sion Plan contributors, we shall need another measure to increase Old Age 
Security benefits for non-contributors. 


Under the second heading: A social pension program related to wage 
levels should not be and need not be a “contributory” program. 


It has been argued that the flat-benefit Old Age Security pension program 
‘doesn’t solve the social problem adequately because there are wide variations 
in the income required, in various parts of Canada, to provide a modest living 
standard. Further it is argued that the way to correct this problem is to relate 
some part of the total social pension to the various wage levels in different 
parts of the country, on the assumption that in this way needs will be more 
adequately met. 

The question is then “How can we effect this relationship of social pen- 
sions to wage levels?” One answer is as follows: base a part of a citizen’s 
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provincial variations in wage levels or to reflect urban versus rural variations. — 


social pension upon his own “reported yee Nie ‘hen it ‘seems foment i re- 


variation would be effective for both Canada Pension Plan contributors and _ 


-Plan—1964 version as opposed to 1963 version—and comments on a 


quire a maturing period in order to build up some history or record of con- 
tributions on reported earnings, so that we can pay back to the citizen benefits| 
related to those contributions. But this contributory principle brings with it 
the awful problem of the ignored citizens—the current aged and others who 
cannot make contributions. | 

Is there another answer to the question? Could we find a better way to} 
relate extra social pensions to wage levels, without adopting the contributory — 
principle? If it were possible to relate total social pension benefits to wage 
levels in various parts of Canada, this would solve the social problem. ; 

A possible solution might be to increase Old Age Security payments in © 
the different parts of Canada by an amount which is based on the various — 
different wage levels in those different parts of Canada. The income tax base 
(now $3,000) for the Old Age Security Tax could also be increased by varying — 
amounts in the various parts of Canada. A detailed study of income needs © 
of the current aged population—province by province—should indicate the re- — 
quired variations. q 

Bill C-136 calls for variation of the monthly Old Age Security Benefit in ~ 
the future to reflect changes in the “subsistence level’ needs in Canada. This — 


non-contributors, and the increase will be applied on a countrywide basis_ 
without any variations. This seems anomalous when there is no attempt in the 
Canada Pension Plan to vary the pensions of all non-contributors to reflect 


The whole concept of Bill C-136 is geared to varying benefits. For instance, © 
the plan would give Newfcundland fishermen a total social pension which — 
would cover his basic needs adequately, while at the same time it would” 
attempt to give an industrial worker in Toronto a different total social pension — 
which would cover his basic needs just as adequately—larger benefits for the 
Toronto industrial worker. However, the wives of these two men have differing — 
basic needs as well, and yet—if they, are attached to the labour force during © 
their working lifetimes for only a short time or for no time at all—the social 
pensions that the two women will receive will be just about the same, and 
equal to the Old Age Security Benefit alone. Why should the benefits payable. 
to the women not be varied in proportion to wage levels in the areas in which | 
they live? 

If social pensions were handled as a matter of right under the Old Age 
Security pay-as-you-go approach, without the contributory principle, but with 
total benefits per person—including wives—varying by province, the need 
would be met in a much better way. q 

For a private pension plan, the contributory principle is most desirable; 
for a public pension plan it is anathema. In a private plan, the equity principig 
must be followed, but in social pension planning the guiding principle is—or 
should be—adequacy. 4 

Under the third heading: Changes in the scope of the Canada Pension 


Funding.” 

The Canada Pension Plan outlined in Bill C-136 differs markedly from 
the proposal covered by the Actuarial Report of August 30, 1963. It is en- 
lightening to examine the differences, in terms of the cost estimates set forth 
in the two Actuarial Reports. ; 


In connection with these reports I would like to congratulate Mr. E. E. 
Clarke, Chief Actuary, and his staff. In preparing these cost projections for 
the various different Canada Pension Plan Benefit proposals they have carried 
out an excellent job of actuarial forecasting. a 


__-Under the original Canada Pension Plan, the earnings upon which con- 
tributions were based, consisted of the first $4,000 per annum. Iinitially, con- 
tributions were to amount to 1% from employer and 1% from employee, of 
contributory earnings. In the cost estimates for the years 1965 through 1974 
‘three items were considered separately. Item 1—the $10 per month addition 
4 to the O.A.S. benefit; item 2—the optional early commencement of the $65 per 
month O.A.S. benefit: and item 3—earnings-related benefits. In my briefs I set 
forth the figures for the three years 1966, 1970 and 1974. The estimated total 
benefits cost varied little from the 2 per cent of contributory earnings. 
bi Now, in 1965, no ionger does the Canada Pension Plan concern itself with 
flat increases in the O.A. S. benefits. | 
4) The $10.00 per month increase in the Old Age Security benefit was pro- 
vided for through an income tax increase of 1% on taxable income up to 
$3, 000.00. The redesigned Bill C-136 is not nearly as generous with the 
options for early commencement at reduced levels of the basic Old Age 
Security benefit as was the original plan. Obviously, this change will reduce 
_ the 1966 through 1970 costs of the early commencement of income provisions. 
° It is interesting to observe that in the second Actuarial Report there is 
“no mention whatsoever of the additional cost resulting from payment of 
reduced Old Age Security pensions at ages 65 to 69. While this is not a cost 
poem connected with the wage-related benefits, it is a cost item flowing from 
Bill C-136, just as the cost of early commencement of the $65.00 per month 
Old Age aceite: benefit was a cost flowing from the original Canada Pension 
Plan proposal in 1963. 
t And I think the commitee should know the size of this cost under Bill 
_ C-136, even if it is to be handled by the existing rates of tax for the O.A.S. 


; So if we take the original Canada Pension Plan and remove item 1, the $10 


poet O.A.S. benefit, and item 2, the cost of early commencement of O.A.S. 
benefits, we have left benefits estimated to cost .02 per cent of contributory 
earnings in 1966, rising to .25 per cent in 1970, and to .73 per cent in 1974. 

etcse figures are very close to the corresponding figures for wage-related 
Pensions costs in the 1964 proposals. 

_ In the building up from this tage to Bill C-136, disability pensions, sur- 

_vivors pensions and death benefits were added, costing in 1966, nil; in 1970 

either .37% or .36%; in 1974 either 1.06% or 1.03%. 

F But Bill C-136 would call for the tax rate to be increased and the tax 

basis changed so that now total contributions are 3.6% of annual earnings 

"over $600.00 and up to $5,000 per year. 

a So, comparing the two proposals, the early benefits available would be 

_ reduced, the $10.00 per month Old Age Security benefit transferred out of 

Pithe Canada Pension Plan consideration—to be paid for by other taxes—and 

at the same time the tax burden would be increased for many people. And 


all this is done to raise a “Partial Fund”. Is there anything good about a> 


“partially funded” plan? In the United States a partially funded plan was 
Beerended and amended, and has become a pay-as-you-go plan. 

The build-up under Bill C-136 of a partial reserve fund has been ex- 
’ plained as one of the results of compromise between the views of the federal 
_ Government and the views of the provincial governmenis. 

But it is unreasonable for the federal Government to adopt a massive 
federal program which may create unwieldy problems 20 years hence for 
- the whole of Canada, when that program has a major defect—the creation of 


defect. If Bill C-136 is passed will not the federal Members of Parliament 
lave the responsibility for enmeshing the whole country in the partial fund 
concept and its problems? 
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a fund—which the federal Government appears even now to recognize as a 
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If a province wishes to raise funds for provincial development, the straight- 
forward approach would be to tell the voting public the reason for which 
the tax is adopted. Combining a development fund tax with a social pension 
plan tax, and advertising the whole tax as a contribution to a pension plan 
may be politically smart, but I do not think it is forthright. 

Now, the fourth heading: Combined long-range cost estimates for Canada 
Pension Plan and Old Age Security benefits. 

Cost estimates for both the proposed Canada Pension Plan and the Old > 
Age Security benefits should be considered together. These two programs are 
so inter-related that it is only common sense to consider the combined costs. 
The Canada Pension Plan cannot stand by itself without Old Age Security. 

It has been said that the Old Age Security Act is not doing enough; then, 
improvements in the solution to the problem should take account of the © 
current possibly inadequate solution. ‘ 

Mr. Munro asked on December 14th for some Old Age Security cost — 
estimates in terms of percentages of contributory earnings. On December 15th — 
Senator McCutcheon asked a similar question, and I do not know if these — 
questions have been answered yet. I have not seen them and I would be most 
interested to see them. In any event, I calculated and have shown some ~ 
approximate estimates of the combined costs of the two programs for the 
years 1980, 2000 and 2050, expressing costs as percentages of contributory 
earnings. Intermediate cost figures are: 9.06 per cent in 1980, 11.08 per cent | 
in the year 2000, 14.70 per cent in the year 2050. q 

Of course Old Age Security benefits are currently provided by the 3-3-4 4 
formula; however, for comparison purposes we should look at the total cost of © 
the two benefit schemes, when related to the same tax base and expressed — 
in the same terms. 

No doubt proper, more accurate forecasts of Old Age Security costs have ~ 
been calculated by the chief actuary and his staff. However, the figures given ~ 
above indicate the possible size of the combined program. It is to be hoped — 
that the legislators consider the two costs together. In 1980 the high cost and © 
low cost figures are not very different—9.43% and 8.68%, with a mean of 
9.06%; this would be a heavy load to carry! 

Even if we accept these intermediate cost figures for 1980 as within our 
means, what alarms me is the contributory aspect of the Canada Pension Plan ~ 
benefits which will force future benefit formula enrichment to match possible — 
future increases in contribution rates. 4 

Now some conclusions: I think more detailed statistics should be made — 
available setting forth the distribution and numbers of aged Canadians now ~ 
receiving less than adequate incomes, with figures to indicate regional — 
differences, if any, in the inadequacies, and the adequacy of the Canada — 
Pension Plan proposals should be tested against these statistics. 

Instead of using early Canada Pension Plan contributions for provincial — 
development fund purposes, they should be used to extend additional benefits 
to the current aged population of Canada on a pay-as-you-go basis. : 

The contributory aspect of the Canada Pension Plan—injected in order to 
yield variations in social pension benefits in line with varying income needs— ~ 
should be removed. It is not a solution to this problem. 


Optional early commencement of the current Old Age Security benefit © 
should be made subject to a form of earnings test similar to the restriction — 
placed on the earnings-related benefit suggested under Bill C-136. 


Thank you for your attention. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you, Mr. Dowsett. Several f 
members have indicated they wish to question you. Mr. Cashin? 
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Mr. CASHIN: Yes, I was rather fascinated by the reasoning used here. 
a do not mean to be facetious, but if you come as my opponent for the next 
election I wish you would advocate the same things forcibly in my constituency. 
Mr. KNOWLES: He comes from Newfoundland. 


Mr. CASHIN: Would you agree with this—I gather you would, anyway, 
from your brief—that what we really should be trying to do is to maintain 
a level between retirement income and the income that people earn during 
their working years. I gather that is what you mean by your paragraph 4, 
where you would change the benefits from region to region based on the 
average—how do you put it, the different levels in different parts of Canada? 
In other words, what you are saying under your suggestion is, if the income 
in the province ‘“X” is lower than in province “Y”’’, by giving them a pension 
in relation to this we are maintaining in retirement a ratio to that? 

Mr. DowseEtTT: This is an aim which is in common with the aims of 
the Canada Pension Plan. This is what the Canada Pension Plan is attempting 
to do, to give an income after retirement in relation to the income enjoyed 
before retirement. 


Mr. CASHIN: So, you approve of this principle, but disagree with the way 
we have applied it, is that it? 

Mr. DowsetTT: Yes, I believe that is right. I approve of a social pension 
scheme being adequate. I think the O.A.S. system we have now is a wonderful 
one. I can remember as a student, in 1954, studying this O.A.S. pay-as-you-go 
plan in Canada with a corresponding social security system in the United States 
and being so proud of my Canadian birthright. 


Mr. CASHIN: Therefore, you would disagree with Mr. Kilgour who says that 
we pay the highest benefits to those who need them least and the lowest benefits 
to those who do not need them least? 


Mr. DowSsETT: I do not understand that that follows. 


Mr. CasHIN: You would be paying a higher benefit here than you would 
be in the Province of Newfoundland? 


Mr. DowSseEtTT: Just as the Canada Pension Plan does. 


Mr. CASHIN: You are saying that in the Province of Newfoundland the whole 
standard of income is lower, and consequently Newfoundland should have its 
own little standard and should not try to enjoy the prosperity of the rest of the 
country, even though by importing your automobiles we are contributing to 
your welfare in Ontario. You are segregating us as a second-class province and 
are maintaining that position. 


Mr. DowseEtTT: I would submit that the Canada Pension Plan would do it 
to a much greater degree than my proposal here. As a matter of fact I would 
Suggest that an examination of median income figures for people over the age 
of 65—and Dr. Willard commented on some of these—might indicate that these 
provincial variations would be negligible. 


Mr. CASHIN: I will give an example of gross discrimination— 


Hon. Mr. THORVALDSON: I think it might be polite to let the witness finish. 
He has given an excellent report and he was stopped in the middle of a sentence. 
Let him finish. 


The CHAIRMAN (Hon. Mrs. Fergusson): Would you rather finish? 


_ Mr. DowsetTtT: Yes. Dr. Willard commented on some data with respect to 
Median income figures for those over the age of 65 by province—urban and 
rural non-farm figures separate. Could not these figures be compared with some 
estimates of basic subsistence levels, with provincial variations and also urban 
as opposed to rural variations? 
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the corresponding income needs figures? Could the required Canada enon 


of the Canada Pension Plan as an adequate social measure. 


Dr. Willard rye Pe that sone province 10 province ive rural incomes 
don’t vary as much as cne might expect; also the urban median income figures 
are not too dissimilar, but rural and urban figures do vary. I wonder what a 


Plan old age benefits be tested against the shortages shown by such comparisons ? 
My real point is, I think, that this need should be examined, and the adequacy of 
the Canada Pension Plan or any extension of the O.A.S. should be tested against 
these shortages, and I will say that I feel that there has been not enough testing 


I feel that we have looked at the effects of the Canada Pension Plan from an 
economical point of view and we have costed it up against a detailed, exhaustive 
actuarial report, but we do not know if it is going to solve the old age income 
problem as an adequate social welfare measure, and with these studies we might — 
end up with a situation where you find out that there was no need for a pro- 
vincial variation, and even if there was a need for a provincial variation I am — 
sure it would be far less than the provincial variation which is inherent in Bill” 
C-136, which is discriminatory in my view against Newfoundland to a far greater 
degree than anything I could envisage. 2 


Mr. CASHIN: You were the one who said we should be maintaining an in- 
come relationship relative in retirement to what they earned in their working 
years. If that is true, then in Newfoundland or in any low income group they 
will retire with the highest percentage under that plan. However, I would like 
to draw this comparison. On the basis of what you have said, the level of income 
is 50 per cent higher in Ontario, and a man who makes $1,000 a year all his life 
in that province will retire with 50 per cent more benefit than the fisherman in 
Newfoundland. So, by your system I think you are grossly discriminating. 

You are saying that because a man is a low income man in a high income 
society he will get a higher benefit than a low income man in a relatively low © 
income province, and this is not what the Canada Pension Plan does. It is done 
on an individual basis. | 


Mr. DowseEttT: Let us look at the O.A.S. benefit for a minute. It is supple ; 
on a country- wide basis currently, and is not the reverse true of a level benefit? — 


Mr. CASHIN: Well, you have to take the two together. You have the Canada 
Pension Plan and the $75 flat rate. The fact of the matter is that the low 
income man receives a higher proportion in his retirement years to his life’s 
income than does the high income man, if you consider $5,000 a year a ve 
high income. - 


Mr. DowsETttT: I am not sure I understand the point. Could I go back to 
one point? A minute ago you attributed a statement to me to the effect that | 
I was the one who stated that income after retirement should bear some rela~ q 
tionship— . 


Mr. CASHIN: I asked you that at the outset and you agreed. 


q 
Mr. DowseEttT: I would like to make it clear that that is the whole point of 
the Canada Pension Plan as designed. It is not alone my feeling. It is the feeling” 
inherent in the whole Canada Pension Plan. 
The CHAIRMAN (Hon. Mrs. Fergusson): Are you finished, Mr. Cashin? 
Mr. CASHIN: Yes. 
The CHAIRMAN (Hon. Mrs. Fergusson): Yes, Mr. Lloyd. 


Mr. Luoyp: Mr. Dowsett, do you recognize that there is a need to provide: 
an opportunity for pensions to approximately 50 to 60 per cent of wage earners 
in Canada who are not presently covered? Well, some say 70. I am Ru a 
a little lower; I am putting the figure a little lower just in case. ; 


Mr. Dowsett: Could you repeat the question? 


‘ 
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Mr. Luoyp: Perhaps, I will start it another way. Do you agree that between 
a 50 and 60 per cent, and some say 70 per cent, but between 50 and 60 per cent 
of wage earners in Canada do not have the opportunity to purchase a pension 
scheme for themselves? 


i Mr. DowsetT: Yes, I realize this. 
yt 
= Mr. Luoyp: You agree with this? 


Mr. DowseEtTT: One of my deep concerns with the @onndd Pension Plan 
- is that under a fully matured Canada Pension Plan—perhaps 35 years from 
- now—what will be the percentage then of the labour force which, under 
the Canada Pension Plan, will be able to look forward to substantial Canada 
Pension Plan benefits now? 
Would it be as high as 60 per cent of the labour force? The statistics, 
I think, could be examined and we could get a more accurate figure than my 
guess of 60 per cent, but we speak of the large and painful gaps in our pension 
provision in Canada today, and the disturbing thing in my mind is that the 
Canada Pension Plan is not going to create substantial extra benefits for a 
great percentage, perhaps as high as 40 per cent, of the labour force some 
35 years from now. 


Mr. Luoyp: Why do you say that? 


Mr. DowseEtT: Well, all the young ladies who are employed for four or 
five or eight or nine years of their working lifetime will generate a very, very 
small Canada Pension Plan benefit. Those are the people I am speaking of, 

and all those who make less than $600 a year. 


Mr. Luoyp: So then, if this is correct, it is right for the Government to 
become directly involved in the problem, is it not? 


Mr. DowseEtt: I am not admitting that. I am sorry. It is correct for them 
to get involved in what problem? 


Mr. Luoyp: I think you said that there is a need for more statistics, did you 
not? One has to start where there is a need and start improving as he goes 
along. What is wrong with the Government doing that? 


Mr. DowseEttT: I am questioning the implementation of a pension plan in 
terms of the contributory private secretary type of pension plan. It just does 
not do the job from a social point of view that, for instance, the O.A.S. does. 
The old age security type of treatment of the problem is far superior. 
It is a far more adequate system. 


Mr. Luoyp: But are you not trying to leave unanswered this very serious 
- question of how far to go with flat benefits as against wage related pension 
funds? Where do you draw the line? 


Mr. DOWSETT: What are we looking for? What did we adopt any kind of 
pension plan for? In order to provide retirement income. Is that not right? 
Why have we got O.A.S. benefits? 


Mr. Luoyp: You used the term that it is inadequate. I don’t think we have 
said that the old age security pension plan is adequate to meet a standard of 
need. It is a contribution towards overcoming the difficulties people are in. It 
is not adequate. Do you think anybody has said it is fully adequate? 


Mr. DowsettT: I have not said that it is. 
Mr. Luoyp: Well, it is not. 


Mr. DowseEtT: I think the inadequacy of it should be examined and the 
problem solved through extensions of this plan. Perhaps we would get rid 
of the inadequacy and there would be a solution of the problem. 
What I am getting at is a very unsatisfactory solution to the additional 
_ problem we have, which is not met by the O.A.S.—getting into an unsatis- 
factory solution to that, which is this contributory type of pension plan where 
21753—4 
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you try to give back to somebody something that is somehow in ‘relation to 


program through that? 


it through that? 


advocate then that the Canada Pension Plan, if we go on with it and we — 
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Mr. Luoyp: Well, how else would we fill this 60 per cent alee aanat 4 

Mr. Dowsett: The Canada Pension Plan, I feel, is only going to bake! you 4 
from perhaps 30 to 60 per cent, and that is pretty inadequate in my view, and — 
it takes 35 years to get to that extra 30 per cent position. 3 

Mr. Luoyp: You mean that they will be partially covered, All those who | 
are wage earners above $600 will be covered in increasing amounts, won't ! 
they? F 

Mr. Dowsett: By picking an amount from the women in the employment 
market for very short periods, the amounts would be so small that they would 
not be worth talking about. And what about the people who have never — 
attached themselves to the labour force? They are a deep concern of mine. 

Mr. Luoyp: Is this not an argument, Mr. Dowsett, for having in Canada © 
an old age assistance program which meets certain kinds of problems and — 
having a Canada pension plan which fills a gap between that and what the © 
private pension plans on a fully funded basis have been able to provide? © 
What is wrong with this threefold pattern? 

Mr. DowseEtt: I do not see the reason for adopting on a governmental — 
basis a contributory scheme. Why must we have a contributory scheme which 
does not work when operated under social auspices? 

Mr. Luoyp: Terms can confuse the issue. Language seems to be the 
difficulty, and perhaps I am to blame for this. Let me get back to this matter of 
funding, or contributory schemes. How do we finance the Old Age Security? 

Mr. DowseEttT: Through the 2:3:3 formula. 

Mr. Luoyp: Yes, corporation tax, sales tax and income tax? 

Mr. Dowsett: That is right. 

Mr. LLoyp: You say we should continue to improve the Old Age Assistance 


Mr. DowseEttT: It is Old Age Security. 
Mr. Luoyp: All right; Old Age Security. We should continue to improve 
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Mr. DowsETT: Yes, through that approach. ’ 
Mr. Luoyp: It is all right, then, to contemplate filling the gap through old — 
age security, and this would mean that, generally speaking, the private funds © 
would pretty well stay within the sector in which they are operating now. i 
Mr. DowsetT: The private funds—the private pension plans? 7 
Mr. Luoyp: I gather that you are suggesting this gap would be filled in 4 
the main by improvements to the O.A.5S.? . 
Mr. DowseEtTT: Yes, as far as these studies I have suggested would indicate 4 
the need. q 
Mr. Lioyp: I do not want to take up too much time, because there are ; 
others here with questions. I ask only this one final question: Would you 


cannot agree with you on other points—supposing we came down to this one 
point, the question of financing. Would you finance it on a funded basis, a © 
fully funded basis, or on a pay-as-you-go basis? : 

Mr. Dowsett: I would submit that any pension plan operated under — 
public auspices with the Government running it should be on a pay-as-you- go. 
basis. 


Mr. Luoyp: It should be on a pay-as-you-go basis? 
Mr. Dowsett: And it should be as adequate as possible. 
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a - Mr. Lioyp: Can you give us a formula for measuring adequacy? 


= you are diverting contributions raised in the name of the plan away from 
benefits and into some other program, and to that extent it will probably not be 
- adequate. 

Mr. Lioyp: Finally, you stated you favour a pay-as-you-go plan for a 


' committee advocated a fully funded Canada pension plan? 


a question that he did. 
a Mr. Litoyp: The minutes will show whether I am right. Perhaps I am 
_ wrong, but I do not think I am. 
4 Mr. DOWSETT: Do you feel he advocated a fully funded public pension 
plan? 

Mr. Luoyp: Yes, a fully funded Canada pension plan. I think you are 
- associated with him in the same company, are you not? 
Mr. DowSseETT: I know he was here, but I did not read ate brief. 
Mr. LuLoybD: You are not aware of this difference of opinion? 


* Mr. DowseEtTT: I am wondering whether he has—I do not want to be in a 
position of trying to second-guess Mr. Watson. We had better let the record 
_ indicate what he means. 

The CHAIRMAN (Hon. Mrs. Fergusson): Yes, I think so. 


Mr. KNOWLES: But the record will not show that design he gave us—the 

ie one with the two legs. 

: Mr. DowseEtT: I have seen the charts, and the one building was to indicate 

the flat level benefit, and the other the Canada Pension Plan, and the two could 

not exist without each other. I made that point here, too, that the Canada 

Pension Plan cannot exist without O.A.S. The two must be considered together 

fy _ in determining the retirement income problems of Canada. 

A Mr. Macauvuso: In paragraph (d) on page 3 of your brief you seem to 
‘suggest that cross-subsidies are not a feature of a contributory plan. Is my 

” interpretation of your remarks there correct? 


Mr. DowsEtTT: Can you repeat the question? I have found the place now. 
Mr. MAcauuso: I am referring to paragraph (d) on page 3. 
Mr. DowseETT: I have the place, yes? 


Mr. MACALUSO: You seem to suggest that cross-subsidies are not a feature 
4 ofa contributory plan. Is my interpretation correct? 


vie 


a Mr. DowseEtT: In my understanding of a true contributory plan where 
% equity is an ideal that is sought after, there are no across-subsidies. In a fully 
contributory plan, where equity is the ideal—where, in effect, a contributor 
7 gets back benefits exactly equivalent to the contributions he makes— 


ee Mr. Macautuso: Are you, therefore, suggesting that there are no cross- 
: _ subsidies in private life insurance or private pension plans? 


Mr. DowseEtT: There are no cross-subsidies between whom? 
Mr. Macauvuso: In any pension plan? 

Mr. DoWSETT: Between whom? 

Mr. Macauuso: In a private pension plan itself? 


Mr. DowsEtT: But cross-subsidies between whom? 
 -21753—43 
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_Mr. DOWSETT: The early part of my brief tried to bring out my. feelings . 


a Government plan. Are you aware that a Mr. Watson who appear sit before this 


Mr. DOwWSETT: I am not aware that he advocated a fully funded NBER t 
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Mr. Macatuso: Between the various contributors—the employer and the 
employee? 


Mr. DowseEtTtT: This is the point. In a private pension plan there is the — 


employer. In a public pension plan there is no employer. 


Mr. Macauuso: But there are contributors. Are there no subsidies in | 


private plans between the contributors? 

Mr. DowseETT: In private pension plans there is not a subsidy from one 
contributing employee to another contributing employee. The employer is 
contributing to both employees, and he may contribute, in effect, to one em- 
ployee to a greater extent than to another, but that is one of the happy things 
in the employer-employee contributory plan. 


Mr. Macauuso: Then, you are saying, in effect, that there are cross-sub- 
sidies in private pension plans? 

Mr. DowseEtTT: No, I have not said that; I am sorry. 

Mr. Macauuso: You have not? 

Mr. DowseETT: No. 

Mr. Macauuso: Then, I disagree with you. In paragraph (e) on page 3 
you suggest that it may be very difficult for future governments to reduce 
benefits under this program. Can you think of any circumstances under which, 


from the point of view of beneficiaries, benefits in the future ought to be 
diminished? 


Mr. DOWSETT: Well, perhaps I could put this better in a different way. 


When I read through that part of this page I did not put through reduction for — 
benefits. What I am really thinking of here is that in a contributory plan both © 
contributors feel they are making certain contributions, and that they are going — 
to get back certain benefits, and the formula has been laid out for them. They — 
are happy that the benefits they are going to receive back have a greater value — 
than the contributions they have made. Let us assume the years go by, and — 
then because of the operation of the plan it is necessary to increase the con- 


tribution rates. At this point the workers of the day who are asked to pay 
the increased contribution rates will not be happy unless they get an increase 
in benefit formula at the same time. I quite agree with you. I really do not 
think that we will be talking about a reduction in benefits. What we will try 
to impose is a reduction in the favourable relationship benefit to the contributor. 
In other words, if we get to the point of trying to increase the contribution 
without increasing the benefit formula we will be in trouble when it is a 
contributory plan. 


Mr. Macauuso: If you are really talking about the funding aspect of it— — 
Mr. DowseEtT: No, I am not talking about the funding aspect of it. I am q 


talking about the benefit level and the contribution level. 


Mr. MacaLuso: You are talking about what another witness called the ; 


windfalls. 
Mr. DowseEtTT: No, I am not talking about windfalls. I am talking about 


the snowballing effect that can occur in a contributory plan. Do you understand 


what I mean when I say— 
Hon. Mr. Crouu: None of us do. 
Mr. MONTEITH: Well, I do. 


Mr. Macauuso: I would like the witness to explain this snowballing effect. 
I am not a chartered accountant as Mr. Monteith is, so perhaps I am a little” 


more stupid than he is. 
Mr. MonrveEITH: It is plain language. 
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Mr. DowsettT: When a contributory plan is adopted and the workers of 

_ the day are told they are going to contribute 1.8 per cent of certain contributory 

earnings, and a 20 year old starts contributing at this level he looks forward 

to a certain benefit being paid to him at age 65 out of, let us say, the Canada 

_ Pension Plan. 20 years go by and he is still contributing 1.8 per cent, and he is 

still looking forward to that benefit. In those 20 years he has got pretty straight 

t in his own head what this formula is going to yield to him. This is a contributory 
program, and he feels strongly that he is going to get back benefits which are 

proportionate to his contributions. 20 years go by, and then somebody says: 

_ “Oh, gee, we have got to increase the contribution rates to 2.2 per cent or 

_ 2.5 per cent”. This worker then thinks to himself: “Gee whiz, I am not going 

to get the same good benefit for my 1.8 per cent. I am going to get the same 
old benefit, only I am going to start paying 2.5 per cent now’’. Do you not agree 

- with that? 

Mr. Macauuso: I do not agree with it. | 

Mr. DowseEtTT: What is going to happen when you increase the contribution 
rates? I thank that to sum up that particular problem the benefit formula would 
be increased at that time, so that you increase the benefits and contribution rates 
and you generate more income to look after the plan needs of the day. This 
20-year old is still only 40 then, and he has to contribute for another 25 years, 

2.2 per cent. Do you not think he is going to want to have an improved benefit 

formula when his taxes are increased from 1.8 to 2.2? 

Mr. Macauuso: I will look into that further, Mr. Dowsett, and come back 
to it. 

Mr. DowseEtT: I ask you if I have made my point clear? 

Mr. Macauuso: I will come back to it later. It is not clear. 

‘= Mr. COTE (Longueuil): Supposing that in 20 to 25 years we have to 
increase the contribution because there might be less fund at that time, would 
you think that the people who are going to contribute at that time, when you 
make that increase, would get less benefits in comparison with the first con- 
tributions that were made? Then, would you think we should make a higher 
contribution rate then? 

Mr. DowsetTtT: To answer your question I have to go back to my basic 
conclusions. The solution to the problem is to eliminate the iene aspect 

_ from the Canada Pension Plan. 


Mr. FRANCIS: Then increase general taxes. They would have to be raised 
from time to time as needed. 


Mr. DowSsETT: To cover the actual needs we have for increased retirement 
income, as at present. 


Mr. COTE (Longueuil): Then we can assume that you are against an in- 
crease? 


Mr. DowseETT: I am not against some form of increased benefits. It is the 
contributory aspect of the Canada Pension Plan that I am against. 


Mr. MacaAuuso: In relation to paragraph 3 on page 5 of your brief, you 
say that the pension plan will not provide incomes in excess of the old age 
security benefits for persons now over age 69 and that this is a fault. Will 
you tell us if you know of any social benefit pension plans which are related 
to cover ages at the start of the program or the age population at the start 
of the program? 


: Mr. DowseEttT: I know of no such plan, but I do not know why we have 
_ to stick in the words “age related”. I know of one benefit which was applied 
_ right off from the beginning, to the aged of the day, and that is the old age 
security plan we have now. 
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Mr. Gray: Did the O.A.S. benefits scheme not involve very low subsidies — 
to those people who began getting the pension as it went into effect, in- — 


age security towards the fund? 


asmuch as they could not possibly have contributed anything by way Jes old — 


Mr. Dowsetr: It was designed not on a wage related basis. It is an 4 


adequacy geared plan, where benefits are offered as a right, because citizens 
are citizens of Canada. 

Mr. Gray: The subsidy does not hathey you if it comes out of the income 
tax? 

Mr. DowseEtt: I do not like to think of it in terms of subsidy I pay income 
tax now and that $120 goes to pay for some O.A.S. benefits of today. The 
workers of today pay for the people who get the income under that plan. 


Mr. Gray: Is it not a fact that millions of people who retired at the time 
the system went into effect, or who retired shortly after that, contributed 
nothing, or very little, to the pension, and thereby everybody else was sub- 
sidizing them, and still is? 

Mr. DowseEttT: This is a Government program. Defence is a Government 
program. Everybody contributes to that. The old people of today do not con- 
tribute to the defence programs of today, because they do not pay income 
tax now. 


Mr. FRANCIS: Sales tax. 


Mr. DowseEtTT: Yes, but to the extent they do not pay any income tax they 
are not contributing to the defence program of today. Is this a cross subsidy? 


Mr. Gray: The whole system of taxation is subsidization. 


Mr. Macanuso: In paragraph 2 on page 9 you speak of “the awful pro- 
blem of the ignored citizens”. Do you suggest it is possible because at the 
commencement of one related social assistance program to cover the current 
period, you suggested age 69, that this should be a sufficient reason for not 
introducing a plan for the future benefit of those now working? 


Mr. DowseETT: I would answer that question by saying that we do not 


consider it a problem to deal with the current people receiving old age — 


pensions. 
Mr. Macauuso: Do you believe that because the current aged inden 


this plan are not taken care of we should not take account of the future — 


people, who are to benefit in the future? 
Mr. DowseEtt: Why take a half solution when you can take the whole? 


Mr. Macauuso: Then you agree we should not have a bill or plan as this 
bill C-136? 
Mr. DOWSETT: You are putting it in the negative. 


A MEMBER: You are subjecting him to political gobbledygook, to which 
he is not accustomed. 


Mr. Macatuso: Would you agree that the Canada Pension Plan has to — 


provide future pensions for the aged of this country in an orderly fashion? 
Mr. Dowsett: Yes, I would agree it is an attempt at that. 


Mr. Macatuso: Then let me get back to my last question by saying this. 
Again I am referring to page 9, paragraph 2. You are stating that the plan is 
now ignoring the awful problem of the present aged, ignoring citizens. Are 
you suggesting by that, that because it is impossible at the commencement 
of a wage related pension plan, such as is proposed by this bill, to cover the 
current aged who would not be covered by this bill, that that would be a 
sufficient reason for not introducing this legislation? 
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E aa Mr. DowseEtT: I would submit that is a sufficient reason for changing this 
legislation, so that it is not wage related and will look after the current aged 
‘4 of today. May I say, not contributory wage related, in the terms of the plan. 
| Mr. MAcaAuuso: I will pass the questioning on to someone else and come 
- back later on. 

£ Mr. FRANCIS: On page 10, paragraph 6, Mr. Dowsett talks about some 
a anomalies. He says 

This seems anomalous when there is no attempt to increase the 
pensions of all non-contributors to reflect provincial variations in wage 
levels. 


4 What does Mr. Dowsett have in mind? 

Mr. DowsetTt: The point I have in mind—which I agree was not well 
F} documented in the brief as typed—is this. There is an attempt in the Canada 
_ Pension Plan to make some variation in O.A.S. benefits on a country-wide 
.. basis. I gather that this is to reflect changes in the subsistence level on a 
_ country-wide basis. 
; Mr. FRANcIS: Is there anything in the act which says that benefits are 


s 


related to subsistence? 


Mr. Dowsett: I do not believe so, but can I ask if there is any other 
a reason for changing O.A.S. benefits in relation to the cost? 


Mr. Francis: Now, Madam Chairman, I would like to ask Mr. Dowsett 
i what he means. This is a piece of social legislation. Mr. Dowsett, I know you 


2 to a social insurance plan, whether unemployment insurance or workmen’s 
me compensation or any other social insurance plans? 


a Mr. DowsetT: No. 


Mr. FRANCIS: It seems to me the purpose is very clear, to provide portable 
y pensions for up to a certain ceiling on earnings, for wage earners. Do you have 
- 


variations in wage levels’, how it should be done? I would like to know more 
- about it, as to how we can do it from here. There is a concept explicit in this 
whole paragraph, and this is in the last sentence in the paragraph, and I would 
like to know what you have in mind. 


 C-136 is geared to varying benefits. It is my understanding, and I believe I 
have read presentations by members of the Department of National Health 
and Welfare outlining the reasons for the varying benefits in the Canada Pen- 
- sion Plan, that is, to vary the income after retirement in accordance with the 
income earned during a working lifetime. 


a. 
ie Mr. FRANcIS: I believe that is correct. 


. ing income at a modest standard of living level. I think this is a view shared 


x in total social pensions which reflect differences in standards of living in the 
2 4 various areas of Canada. Is not this true? 

4 Mr. FRANCIS: Yes. 

x Mr. DowseEtTtT: All I am trying to suggest is that we do this on a different 
basis. 


q Mr. Dowsett has in mind. I would like him to be a little more explicit as to 
what the different basis would be. 


a have many years of actuarial experience, but have you ever been an actuary 


in mind, when you make the suggestion that it should “reflect provincial 


Mr. DowsetT: As it says in this paragraph, the whole concept of Bill 


Mr. DowseEtTT: My view is that social measures should be geared to provid- 
by everyone in this room. We do not want to provide tremendous incomes for 


people, in excess of their needs, through social legislation. The variations in 
Canada Pension Plan benefits in excess of O.A.S. are going to create differences © 


Mr. FrRANctIs: I would like to know, Madam Chairman, what different basis © 
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Mr. DowsEtT: May I go back to the point on page 9 of the brief which | 
states that a possible solution may be to increase old age security payments in 
the different parts of Canada by an amount which is based on the various dif- 
ferent wage levels in those different parts of Canada. 


Mr. FRANCIS: Madam Chairman, how would Mr. Dowsett vary old age © 
security by social wage levels? Could he illustrate a little further the mecha- 
nism by which it could be done? F 


Mr. DowsEtTT: I will start again and preface it by my hope that in sug- 
gesting this we will develop some statistics, as I mentioned before. Dr. Willard 
has made reference to some statistics that might direct us in this regard. My — 
hope is that we will study those statistics, and from that point possibly develop — 
some provincial indices—an index for each province to indicate possibly “X” 
dollars for one province, “YY” dollars for another province. 


Mr. BAsrorD: May I ask a supplementary question? Is Mr. Dowsett aware 
that already many provinces have taken account of different levels by paying 
O.A.S. benefit assistance? In my own province, for instance, it is $24 a month. 


Mr. DOWSETT: And this is on a means test basis, and available at what 
ages? 

Mr. BASFORD: Sixty-five for old age security. 

Mr. DOWSETT: From 65 to 69? 

Mr. BASFoRD: No, from 65 on. 

Mr. FRANCIS: Not only the pension, but health services, medical care, for 
example. 

Mr. DowseEtT: But this is on a means test basis. 

Mr. BAsForD: On a needs test basis. 

Mr. DowSeETT: I am sorry, on a needs test basis. Is this such a bad thing? 

Mr. BASFORD: No, it is not. I do not want to take over from Mr. Francis, 
Madam Chairman; but I am asking you, Mr. Dowsett, whether you are aware 
of this, because you are saying that pensions have to be related to different — 


regional costs, and I have said that provinces already have taken this into 
account to a certain extent. 


Mr. DowsetT: I was speaking of up to 69 years of age. I was not sure 
about beyond age 70. 


Mr. BASFoRD: Do you say there should be a dozen kinds of different bene- 
fits—different amounts of benefit? If you divide by provinces, there would be 
perhaps ten rates of contributions, because one province is poorer than another. 


Mr. DowseEtt: Ten rates of taxes. There would be variations in the income ~ 
tax base, which is now $3,000 for old age security. 


Mr. MontTeEITH: There have been many supplementaries put, Madam Chair- — 
man, and I have refrained, hoping to get around to it myself, but in this respect — 
Mr. Dowsett gives evidence as to what he is suggesting. I understand he is doing _ 
that on the supposition, and on the belief, that the Canada Pension Plan does ~ 
actually give varying benefits in different parts of Canada. Am I right in that? — 


Mr. DowsEtTT: Yes, sir, to different individuals. 


Mr. MONTEITH: It is only on that basis, in his belief, that the Canada Pen- 
sion Plan does this that he has given that suggestion? 


ae ee —_ 


Mr. DowseEtTT: Yes. There is an attempt in the Canada Pension Plan to 
make these different variations, and I am suggesting a different way of making 
the different variations, so that we can follow my hope of eliminating the con- 
tributory aspect. 
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; The CHarRMAN (Hon. Mrs. Fergusson): Mr. Francis has the floor for 
questioning, and if there are supplementary questions, could they not wait 
until he has finished his questioning and the answers have been given? 
Mr. FRANCIS: I want to explore this so that there will be no misunderstand- 
‘ing of what Mr. Dowsett is suggesting. He is suggesting an alternative to the 
Canada Pension Plan, I believe, and the Canada Pension Plan plus the kind 
of supplementations which Mr. Basford has drawn to the attention of the com- 
mittee, which is not only supplementation in terms of income—and I suggest 
a needs rather than a means test, and there is a difference—there is also sup- 
plementation in terms of health services, which are not universal in every 
province, but most provinces do provide them. Is it correct that Mr. Dowsett has 
in mind, instead of this existing arrangement, substituting a provincial wage 
index, or a cost of living index, I am not sure which, for each province, and 
_ gearing it to a supplementary benefit on old age security which would be pay- 
able in each province, and be a different rate from province to province across 
Canada. Is this what he is suggesting to the committee? 

Mr. DOWSETT: Yes. 

Mr. FRANCIS: Do you see any political difficulties, supposing the representa- 
tive of one province suggests that perhaps the calculation was not quite right 
for them compared to another province? 

Mr. DowseEttT: I do; but I fail to see why the Members of Parliament do 
not see the same difficulties in the Canada Pension Plan variations, which 
call for a similar reversal. 

Mr. FRANCIS: Surely there is a clear principle in the Canada Pension 
Plan which relates to previous earnings? I am very much concerned about 
adjustment of the basic old age security legislation. I think what the Canada 
Pension Plan does is to provide a supplement which is related to a principle, 
‘and I trust this will not be sharply changed in the close proximity of elections. 

Mr. Dowsett: May I ask what principle that is? Do you refer to the con- 
_tributory pension? 

Mr. FRANCIS: Yes. 

Mr. Dowsett: And yet has it not been established in this committee that 
the contributory principle is being abrogated in the Canada Pension Plan? 
Tt is an aspect, but there are tremendous cross subsidies. It is not fully con- 
tributory in the sense that some persons now 55 years of age will get tremen- 
dous benefits out of the plan in relation to their own contributions, and from 
age 25 far less of a multiple of benefit contributions in the way of benefits. 

Mr. Francis: May I ask Mr. Dowsett, if an employer adopts a plan for the 
first time, is it not usual for him to make past service contributions for em- 

_ployees of 55 years of age and older in order for them to get adequate pen- 
| sions when they retire, and under a private cross-subsidy. 

Mr. DowseEtT: I do not believe it has the same effect. In a public plan there 
is no employer; there are only employees, if you like. 

Mr. FRANCIS: Well, there is an employer’s contribution. 

Mr. DowSsEtT: What is it? 

Mr. Francis: The same as employees, that is, 1.8. 

Mr. MONTEITH: Yes, 1.8. 

Mr. DowseEttT: On behalf of exactly the same people, in exactly the same 
province. There is no cross-subsidy in the Canada Pension Plan as between 
_ the employer. 
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Mr. FRANcIS: I do not agree with this. However, I will not pursue the 
point. I have one other question, and this relates to the statement of Mr. 
Dowsett in his brief, on page 3, in which he said that the long-term combined 
tax requirements of the Canada Pension Plan and the old age security program 
could prove to be a stifling burden for Canada. > 

I would like to quote from the report of the Economic Council of Canada’s 
first annual review, which has recently been made available, at pages 129 tof 
131; 


. by 1970 the annual contribution income of the plans (based upon 
the rate provisions outlined in the federal government White Paper) > 
would amount to slightly more than 5 per cent of total gross private 
saving. This would be somewhat more than 1 per cent of the gross na- ; 
tional product. 4 

, 

Well, this is the Canada Pension Plan we are talking about. Does Mr. 
Dowsett believe that this, on the basis of this kind of information, would 
be a stifling burden for Canada? 


Mr. Dowsett: I would ‘submit, Mr. Francis, that you have looked ahead | 
six years, in your comment there. 


Mr. Francis: I have simply quoted from the report of the Economic 
Council. 


Mr. DowseEtTT: Then they have looked ahead for six years. I have looked 
out to 1980 and the year 2000, and I am concerned about the effects on 
Canada in the year 2000. We would be starting something with this Canada. 
Pension Plan which would be a big problem 25 years from now, in my view. 
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The Economic Council in its report did not deal with the situation 25 years 
from now. 


Mr. FRANCIS: One last question. Will the problem not be less if Canada | 
continues to grow in population and income? Will not the problem be less 
serious if there is sustained growth in the Canadian economy than you have 
projected in your remarks? In other words, don’t we have to assume something 
like stagnation or ceasing rates of growth of Canada for this burden to be as 
serious as you, Mr. Dowsett, indicated? 


Mr. DowsETT: May I ask if it would be considered a rate of 14.70 per cent 
contributory earnings for combined cost of the Canada Pension Plan and the 
O.A.S. benefits would be a stifling burden? In coming up with that figure I have 
assumed 3 per cent annual rate of increase in earnings. 4 


Mr. FRANCIS: What rate of interest is assumed on the investment funds in 
this projection? . 


Mr. Dowsett: It is in common with the actuary’s forecasts that there is not 
interest. These are pay-as-you-go rates. 


Hon. Mr. Crouu: Mr. Dowsett, I have read your history and see that you 
have graduated from university and are a Fellow of the Society of Actuaries. 
I realize you are aware of the fact that the bill now before us has had the 
unanimous consent of the members of Parliament, of the House of Commons, 
to second reading, adoption in principle? | 


Mr. DowseEtTT: Yes. 


Hon. Mr. Crouu: I was not quite clear what you were really thinking when 
you told us here in your summation we were politically smart and not forthright. 
Those are your words? If you didn’t say them, forget the whole thing. I a 
either right or wrong. 
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| Basse finally. If there are not going to be any changes, I wonder if we are 
! serving any useful purpose here? 


your suggestion? 
Mr. DowseEttT: I was answering my own question. 
Hon. Mr. Crouu: You ask yourself the question, a quite improper question 


to ask yourself 

¥ Hon. Mr. THORVALDSON: He can ask himself. 

Hon. Mr. Crotu: Just a moment, I am handling the witness for the time 
being. When you ask yourself a question for the purpose of answering it your 
own way— 

. Mr. KNOWLES: How these senators love each other. 

Hon. Mr. Crouu: There is the same affection in the House of Commons. I am 


$F tions here. 


* Mr. DowseEtT: All right, I will try to answer them. 


‘a Hon. Mr. Croui: You go ahead. 


_ Mr. DowseEtt: In the various versions of the Canada Pension Plan there 
a as at one time, as you know, an approach which has been set aside now, as I 
_have explained in my brief, on several counts, to create a partial fund. It is my 

hope some of the changes could be reversed, and in the final bill that is presented 
and passed perhaps there could be some changes made from the plan as it is 
_ described now in Bill C-136, reverting to a pay-as-you-go basis. 


m4 5 


} 
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not know whether they will deal with what you have in mind, but it is not a fair 
suggestion to make—and I have only heard it once before this committee, and 
¥ then I am not sure whether I heard it from a member of the committee or ‘from 
"anyone giving evidence—that we are here to make sure nothing happens to this 
pill and it must be passed in toto. No one has ever said that, and it does not 
_ become a witness to tell us it. 


2 Mr. DowSETT: I did not say that. 
es Hon. Mr. THORVALDSON: No, he did not say that. 


4 Hon. Mr. CROLL: The question was asked only for that purpose. When you 
deal with the matter of information, what detailed information have you got 
or have you been able to research with respect to older Canadians over 70 
_ years of age, as to what assets or pension rights they have? 

ue Mr. DowseETT: I have not been able to find those statistics, Senator Croll, 
and I have heard—or I have read, pardon me, of evidence given before this 
"committee by Dr. Willard to the effect that he has seen some such statistics; 
& and it is my thought this committee should try to see these statistics—the 
medium incomes to those aged over 65 in the various provinces, and with the 
urban versus renewal differences. 


x Hon. Mr. Croll: Mr. Dowsett, you are an actuary who comes before this 
committee for the purpose of asking us to make some changes—let us say in 

detail, never mind principle—some changes perhaps in detail, perhaps in prin- 
ie ciple. Don’t you come here armed with some facts relating to what is most 
vital to us when we are talking about the inadequacy of what is available to 
' beople over 70 years, when, as a matter of fact, there are statistics available? 
_Ihey may not be complete, but there are stahiatian 


Mr. DowSETT: I with I had them at my disposal. I do not. There is the 


Hon. Mr. Crouu: Who is suggesting there will not be any changes? Is that | 


asking the questions, and then you answer them. You don’t ask yourself ques- 


ee Hon. Mr. Crouu: I am sure there will be some changes in the plan. I do - 


ee i ee 
at Sl ee ed 


Maen peer fy-7 acti WEB RT! ne HS ke te bea, ae id Pete ae, Bass aia J Mie Koh (dn, He gs 


1118 . ) | JOINT COMMITTEE a a 3 
oS. 
Hon. Mr. Crouu: Of course they are available to you, if you ask for ~ them, 
Mr. DowseEtt: Not as readily available. I am a private citizen. ie 
Hon. Mr. CROLL: No, that is not really fair. I am sure this committee cou Id 
call by telephone and receive the information, if they wanted it, this after 
noon. You might have to write a letter, but they do not hold back. . 
Mr. DowseEtT: I beg to differ with you, senator. I did ask for some informa- 
tion at one point and it had not been released yet. That particularly is the case 
of the O.A.S. benefits expressed in terms of the contributions forecast unde 
the Canada Pension Plan. They are not able to get this information. I know it 
has been asked for by Senator McCutcheon and Mr. Munro in this committee. 
Perhaps it is available to this committee. 
Hon. Mr. Cro: No, that information, if it is not available to you it is not 
available to us either. They are not holding back anything, but there is a wealth © 
of information available from the Department of Health and Welfare and the 
D.B.S. All you have to do is pick up the December 10th hearing before the | 
Committee on Aging, and the Department of Health and Welfare took about 200° 
pages to give information on old folks. All you had to do is pick it up and 
look at it. i 
Mr. DowsEtTT: Could I suggest this committee should be examining these © 
income needs in more detail? 
Hon. Mr. CRouLL: They are presenting this before this committee from times 
to time, and the information is before this committee. Dr. Willard has pre-_ 
sented it. 
Mr. DowseETT: Not the detailed study he spoke of. - 
Hon. Mr. CROLL: Some of it was read in by Mr. Osborne before this com- 
mittee a few days ago. My point is not that. Here, in reaching your conclusion, 
you come to us without information. Maybe it was not available to you. You _ 
come without information and you are saying that we cannot do this until 
such time as we have this information. How do you know that information will 
make necessary any changes? How could you tell? % 
Mr. DOWSETT: Senator Croll, it is my fervent hope this body would foal 
it was necessary to examine the income needs of our current aged before — 
adopting a mammoth program like the Canada Pension Plan, which purports tog 
solve the income needs of Canadians. 
Hon. Mr. Crotu: They have come to the conclusion they are inadequate. ; 
Hon. Mr. THORVALDSON: Where are the figures? Have you presented them 
to this committee, or has Dr. Willard? 
Hon. Mr. Crouu: If we need to present figures to the committee, or anyone ; 
in this country, that the needs for the aged are inadequate, we are a little bit 
behind the times and we are wasting time and losing ground, because it is 
so obvious, and that is the whole purpose of the act. a 
Mr. DowseEtTT: Very true. I am not going to say it is obvious, in view — 
of my previous remarks, but therein lies the burden of my plea. Let us do 
something about the current aged. This Canada Pension Plan will do nothing » 
for Canada’s current aged, nothing whatsoever. 
Hon. Mr. Crouu: No one has said the current aged, as we put it, are going 
to be left out in the cold. Time and again it has been repeated by the respon- 
sible people in government who have said that the acceleration is one aspect 
of it, but that is not the total approach, that there will be improvements from 
time to time for the older people, and whatever else may come I do not know 
and I cannot tell you, but it cannot come under this plan. 
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Mr. DowseEttT: I question why it cannot. Why are we trying to forecast 


the future with respect to some of the citizens of Canada and deal with 
them completely, and not with others? 


Hon. Mr. CroLu: Because that plan which you love so much, which we 
adopted in 1952, had a cut-off date and said, “If you are 70 today, $40; and 


‘if you are 71, 70 plus a day, nothing for you.” That is what it said at that 
time. 


Mr. Dowsett: I beg your pardon? 

Mr. KNOWLES: No, everybody over 70. 

Hon. Mr. CROLL: Sixty-nine a day before. 

Mr. DowseEtTtT: If you are 69 you have to wait another year. 

Tion. Mr. CROLL: We had to have a cut-off date, even if the need was there. 
At that time thousands of people who had never contributed to that at all 
drew, and that was the general intention, that they should draw from that 
fund, which was a clear subsidy. We had to take a cut-off date and a starting 
date here somehow, and we chose to do it in this way, thinking this would 
be the very best way. That is a matter of judgment, and in that respect the 
decision has been at least presented to us for consideration. And it is as simple 
as that. 

Mr. DowseETT: That is why I am here, sir, because I don’t feel that it is 
correct to ignore the current Canadian issue. | 

Hon. Mr. Crouu: That is fine, but when it comes to the matter of ignoring 


the current Canadian, I have had two or three people sitting in your place 


talking about us ignoring the current Canadian—and those were new words 
coming from those people. We do not bow to you or to anybody else in our 
considerations. 

Mr. MONTEITH: I guess you would not bow to me either, but I agree with 
that. 

Mr. LEBOE: We are getting away from the matter— 

The CHAIRMAN (Hon. Mrs. Fergusson): I think we are getting away from 
the point. I think we know the witness’ opinion on this matter and we know 
Senator Croll’s views. Are there any other questions, senator? 

Hon. Mr. CRouu: I will let Mr. Leboe— 

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Basford is next on the list. 

Hon. Mr. THORVALDSON: I would like to speak on a question of order. 
I am not here to listen to witnesses being browbeaten as has been attempted on 
this witness. I think it is highly improper, and when he is asked questions 
he should be allowed to answer them and his answers should not be broken 
into, and so on. I think he should be treated fairly and with courtesy by the 
members. | 

Mr. MONTEITH: Hear, hear. 


The CHAIRMAN (Hon. Mrs. Fergusson): I don’t think he has been treated 


unfairly, but I will see to it that he is fairly treated. 


Hon. Mr. CroLu: On a question of privilege, I don’t intend to take from 
the senator any such observations of his. The witness came here referring to 


the members of this committee as being politically smart and not forthright. 


Hon. Mr. THORVALDSON: That is not right. 
Hon. Mr. Crouu: That is the statement he made. That is what he stated 
and he admitted to it. It is in his brief. 


The CHAIRMAN (Hon. Mrs. Fergusson): Yes. It is in here. 
Mr. DowsETT: It is not referring to the members of this committee. 
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Hon. Mr. Crouu: I gave him every opportunity - ‘ BERN at} but— 


a: Mr. DowseEtTtT: I beg your pardon— 
aa Hon. Mr. Crouu: I said if you did not say it then forget about it, cae you 
Pos. ed not, 


Mr. DowSsEtTT: I did not label the members of this sornia tee 
Hon. Mr. CrotL: What else? I then continued with the witness and I an ‘‘ 
not going to take lessons from the senator because he does not like the way the 
examination proceeds, and does not share my view. Whatever view he has, he 
i can examine in his own way. | . 
es! Hon. Mr. THORVALDSON: The Eee you were making was entirely 
Ah improper and I did not like it. 
ah an The CHAIRMAN (Hon. Mrs. Fergusson): I disagree with you, Senator Thora q 
- yvaldson. The witness has made certain statements and he should be able to be 
questioned upon them. That is why he came here. a 
ili, Mr. KNOWLES: He is not objecting. 
ar frie ° ; 7 
pte The CHAIRMAN (Hon. Mrs. Fergusson): That is quite right. The witness 
himself has not objected, and I think he cannot say that he has been brow~ 
beaten. Senator Croll, have you any other questions? 
ts Hon. Mr. Crotu: No questions. Go ahead. 
bes The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Basford. 


Mr. BasrorD: You say in your brief, Mr. Dowsett, that you are not here 
representing the Crown Life Insurance Company or any insurance industry 
trade association, but you are representing them as a Canadian citizen concerned 
FAY about the future of Canada and ha environment in which “my children wi 7 
. live and work.” [ 

While we appreciate your coming and expressing your views, I do want 
to avoid the implication in that statement and assure you that the members ir ¥ 
a this committee and the members of the Government and their advisers are also” 

Canadian citizens concerned about the future of Canada and the conditions 
Whe under which our children will live and work. 4 
ii Now, if you are implying that we are not, then I, of course, have to disactam 
en with you. 
es 6 Mr. DowseEttT: I am certainly not implying that. I am trying to get across 
a the point that I am concerned about it too, and that is why I am here. 


Mr. BAsForD: I was interested in a question Mr. Francis asked you, and I 
would like to know your professional experience. 


she Mr. Dowsett: My professional experience? 4 
fee Mr. BAsForD: Yes. a 
Mr. DowsettT: I have been an actuary since 1954, and I have been employed 


: . in various actuarial positions with the Crown Life Insurance Company, and as 
mS secretary of the Canadian Association of Actuaries, and I have been on many 

an committees of that association. 

Ba Mr. BASFORD: How many actuaries does the Crown Life employ? 4 
A Mr. DowseEtT: Nineteen, I believe, including full Fellows and Associates. 
ih _ Mr, BasrorpD: You are one of 19 actuaries, then? i 

.. _ Mr. DowsettT: Yes. , 
bi : Mr. BASFoRD: You make the statement that it is “my belief that actuaries 
i —trained as they are in the various co-operative risk-sharing programs involv- 
ap ing contingencies of life—have a good understanding of the consideraHaay S 


involved in social pension planning, and also have a measure of social responsi 
bility to speak out on Government pension proposals.” 


diss 


on ether you have worked with any committees or commissions of the United 
Vations or international labour offices on social science programs? 


committee. 

, Mr. BASFoRD: So it is on the basis of your being an actuary, or on your 
‘professional experience; and I don’t call into question the soundness of your 
actuarial experience, but I don’t think you have had any particular experience 
to comment on the social responsibilities of Government. 

fs Mr. DowseETT: Only in so far as I have studied social pension planning and 
‘the various approaches in funding, in benefit formulae, and I did this in the 
course of my studies to become a Fellow of the Society of Actuaries, and, as I 
indicated, in 1954 when I was deeply involved in studying these different pro- 


grams, I was quite proud to be a Canadian where we had an effective pay-as- 


you-go O.A.S. system in operation. 

_. Mr. Basrorp: But professionally you have had no real occasion to put these 
studies into practice though, have you? 

Mr. DowseEtTT: I don’t understand the question, really, I am afraid. 

oj Mr. BASFoRD: Professionally, you have not been an adviser to anyone on 
social insurance schemes? 

; Mr. DowseEtTT: I guess this is true, yes. 

‘ Mr. BasrorD: Now, you were concerned, according to your brief, about the! 
present aged. I don’t know whether you have had a chance to read their brief or 
not, and the proceedings are not yet published, but the Canadian Welfare 
‘Council, which is a very authoritative and knowledgeable body, and one very 
‘concerned with the welfare of Canadians and the conditions under which they 
are living, came before us the other day and approved in principle the passage 
of Bill C-136 and recommended its passage. I wonder if you would care to com- 
‘ment on this? 

he Mr. DowsEttT: I have no comment. 

id _ Mr. BAsrorpb: Well, as I said, this rather authoritative body would seem to 
‘differ with you markedly. 

a Mr. DowseEtTT: I guess that goes without saying. I'am suggesting that we 
eliminate the contributory principle and revert to a pay-as-you-go system, and 
‘someone else suggests that we do not do that, then we disagree. 

Bi Mr. BASFORD: Well, that leaves the members of the committee in a quan- 
whether to follow your advice or the advice of the Canadian Welfare Council. 

as 


x Mr. MONTEITH: Or the advice of the life officers association, and so on, and 


0 forth. There were others. 


_ Mr. KNOWLES: You can have them. 
4 


Mr. DowseEett: May I make a comment? I am here giving my opinion. I am 
trying to be helpful. I am trying to help this august ey, and I have the greatest 
admiration for it. 

‘Mr. Luovp: Hear, hear. 

Mr. DowSEtTT: I have examined the proceedings of this committee and others 
and I feel that it is no easy job to be a legislator faced with the job of preparing 
a report on this very complex legislation, and I am here trying to do my best to 
elp, and it is my feeling that I have some expertise in this matter through my 
fraining. It may not be as great as the expertise that some who have had con- 
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siderable experience in advising on social pensions have. It is an opinion, and I 
give it for what it is worth. I am trying to be helpful to that extent. - 

Mr. BasrorD: And, as I said, we appreciate your coming—or, at least, I dc 
—and your interest and work in preparing the brief, but I was saying that an 
organization such as the Canadian Welfare Council which is concerned about the 
lot of Canadians, and which is very knowledgeable on these matters, has recom 
mended the passage of this bill. So, we, as members of the committee, are in 
somewhat of a quandary as to whether to follow their advice or yours. I would 
submit that their advice is the best. 


Hon. Mr. THorvaLpson: Speak for yourself. 


Mr. BasrorD: I should like to refer briefly to page 16 of your brief where 
you make the statement that there must be another way of achieving nationa 
portability. We are concerned with establishing a system of portable pensions 
in Canada—or, at least, I am. I think this is something that Canadian workers 
need very badly. 

Mr. DowsettT: That is right. 

Mr. BAsSForD: You do not approve of the method in Bill C-136. I take it 
from your brief that you throw up your arms and say that there must be 
another way. I would be interested in knowing what it is. 


Mr. DowsettT: I have suggested it in the other parts of this brief. The 
suggestion is to have extra benefits payable in the same manner as OAS bene- 
fits on a pay-as-you-go basis without the contributory principle. I have laid 
out my ideas here. 


Mr. BasrorD: How does that achieve portability? 
Mr. MONTEITH: It is completely portable. 


Mr. DOWSETT: Yes, it is completely portable. There is no loss of benefit 
rights on transfer from one point to another. 


Mr. BasFrorD: What you are saying is that by doing away with the wage 
related contributory part of the plan portability is, therefore, no problem. 


Mr. DowseETT: That is right. 
The CHAIRMAN (Hon. Mrs. Fergusson): Are you through, Mr. Basford? 
Mr. BAsFrorD: Yes, there is nothing left to argue about. 


The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Munro is the next on my 
list. 

Mr. Munro: I have just two or three questions, Madam Chairman. Mr. 
Dowsett, I was interested in your suggestion that perhaps the Old Age Security 
Pension be raised in accordance with the cost of living, or some such an- 
nounced index, in each province. If one province is higher than another that 
would result in increased benfits in that particular province. I wonder if you 
have considered what would be the case if that suggestion were adopted in 
say, a province that had urban centres, and the ratio of rural areas to urban 
areas was far greater than that in another province. Would not the people 
who lived in the urban areas in the province with the great rural population 
be unduly prejudiced in relation to those who lived in the urban areas in 
another province? 


Mr. DowseEtT: This implies, I gather, your feeling that the income needs 
are different in urban as opposed to rural communities? | 


Mr. Munro: Yes. I think you would agree that the average earnings in 
rural and urban areas are quite divergent? 


Mr. DowsETT: Yes, but the question I tried to bring out here was that t I 
am not sure that the extra benefits needed in addition to O.A.S. benefits in 


order to establish a meeting of income needs and income payments—if those 
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ig is 
_ additional benefits do differ, urban versus rural. Remember, this is in addition 
‘to the $75 per month. 


Mr. Munro: Yes. 


Mr. Dowsett: I do not know which way it goes. I would very much 
like to see these figures. 


Be Mr. Munro: I see. Well, assuming that the rural did have lower average 
earnings than the urban then this system would not result in any equity? The 

system you suggested would not result in any equity at all, would it, because 
. NI would think in the province that had urban areas and a much larger rural 
: population than another province, the rural population would drag down the 
% overall provincial wage level, and result in the persons in the particular urban 
_ area being prejudiced considerably in comparison to those in a province where 
the urban population was much higher than the rural population. Would you 
not agree with that? 


Mr. DowsettT: I am not sure that in terms of the suggested increases I 
am speaking of that is a result that would flow. 

, Mr. Munro: Another point I wanted to raise, Mr. Dowsett, is that you 
have a pay-as-you-go plan. You do not like the partial funded approach? 
Mr. DowseEtTT: That is right. 


Mr. Munro: I have the brief of Mr. Watson from your company here, and 


he states in the latter half of the middle paragraph on page 5: 


I would think it would be much better if a rate of contribution was 

established which would guarantee the continuance of the plan for a 

; much longer period than 20 years. Such a rate of contribution could be 
x calculated by the Chief Actuary applying normal actuarial methods to 
i the entire population as it now exists. I would estimate that such a 
4 calculation might product a result of approximately 23%, instead of 
ue 1.8%. From the standpoint of equity, a higher rate of contribution now 
4 would be much more desirable than leaving this to a later generation. 


He is talking not only of a funded approach, but a 24% per cent contribution 

rate as compared to 1.8 per cent. 

‘ Mr. DowsettT: May I ask: Was there any reference in there to the esta- 

blishment of a fund? 

ag Mr. Munro: Yes. 

i Mr. Dowsett: I did not hear any in what you read. 

Mr. Munro: Well, he is talking about the current pension plan. I think 

in another paragraph—this is on page 3—he refers to the fund. On page 3 

there is this: 

; However, in this plan, we know that the benefits are not fully 
funded and, therefore, whatever benefits are received by persons who 
are the early recipients of benefits under this plan, will far exceed the 
contributions they have made or their employer has made on their 
behalf. . 


a other words, he feels the lack of a fully funded approach is going to result 

in inequities. 

4 Mr. DowseEtTT: I do not understand how you can imply any reference to a 
fund in his remarks. He did not say that at all, from what you have read. He 

& did not say there should be a fund. 

a Mr. Muwro: Is it not clear, if he is recommending, as he suggests—he 

‘ feels if a greater contribution were established that would guarantee continu- 
‘ance of the Canada Pension Plan for much longer than 20 years, it would be 

. s better. He says he thinks that would be much better. 
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Mr. DOWSETT: Does he pale this payment up Into | a fund? 


than 20 years. 
Mr. DowseEtTT: Did he say that the 2.5 per cent would be used to build up 

a fund? q 

A MEMBER: Yes. 

Mr. DowseEtT: I did not hear that. 


Mr. Munro: He has referred to the Canada Pension Plan as it is now 
drafted, which does not take into account those over 70. He is saying it would — 
be much better, in his opinion, if there was a contribution rate established Hy 
that would ensure the continuance of the fund beyond a 20-year period. + 


Mr. DowseEttT: May I make this point, that I think Mr. Watson’s concern ~ 
is for an increase in the contribution rate of 1.8 per cent going up to 2.5 per} © 
cent in the future. He is concerned that this will be a very serious defect — 
in the Canada Pension Plan as it is now designed. It is better that we should — 
start with 2.5 per cent from the word ‘‘Go’’, and not have the problem of ~ 
increasing the rate later on, but I do not think that that means he is endorsing i 
a fund. 

Mr. Munro: It would result in a greater fund, would it not? 

Mr. DOwWSETT: But I do not think he says that is a desirable thing. 

Mr. Munro: He seems to be recommending it. 

Mr. DowsettT: No, I beg to differ. I do not think he is recommending it. _ 

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Munro, I do not think it is © 
quite fair to ask questions of Mr. Dowsett on Mr. Watson’s brief. He says © 
he has not seen it. It is up to the committee members to compare the two sub- ~ 
missions and, if they do not agree, to decide which they are going to accept. — 
I do not think we should cross-examine Mr. Dowsett on another brief that he 4 
has not seen. oa 


Mr. Munro: I accept that ruling, Madam Chairman. 

Still relating to the fund, Mr. Dowsett, at page 16 you are talking about 
combining a development fund tax with a-social pension plan tax. You are a 
referring to the fund that will be built up—this is the partial funded approata 
that you have talked about. You say: 


Combining a development fund tax with a social pension plan tax, 4 
and advertising the whole tax as a contribution to a pension plan may ~ 
be politically smart. h 


I am not getting into this area that has already been questioned earlier, but — 
you go into this question of building up a fund for the provinces to use. At 
page 15 you say: 
It is unreasonable for the Federal Government to adopt a massive — 

federal program which may create unwieldy problems 20 years hence 

for the whole of Canada... | 


Now, why is it that you feel that the creation of this partial fund, which will — | 
result in making funds available to the provinces, is something to be avoided? © 
Mr. DowsettT: Why do I feel the fund is something to be avoided? 


Mr. Munro: No, the direction of where the funds will go—namely, the 
provinces. Why do you feel this is undesirable? 


Mr. Dowsett: I think the establishment of a fund is bad. I do not like 
that aspect, and I have understood it is the feeling of several members of the 


itt 7 "> e: 
Pern ¢ 

= ‘ i 

—» 


CANADA PENSION PLAN 1125 


federal Government that it is not a good thing, and that it was just worked 
out as a matter of compromise; that some of the provincial governments 
wanted to establish a fund for provincial development purposes. I put this 


right in my brief, I believe. 
Mr. Munro: Well, at page 16, Mr. Dowsett, you do say, in paragraph 14: 


By hiding a provincial development fund tax within the framework 
of the Canada Pension Plan, it is possible that the provincial and federal 
governments together might avoid the criticisms that would Py forth- 
coming were the tax to be imposed directly.. 


Mr. DowseEttT: Were the provincial development tax to be imposed directly. 
Mr. Munro: Do you feel there is something undesirable about having 


options in this partial fund scheme? Do you feel it is undesirable to have it 


for a provincial fund? 

Mr. DowseEttT: No. I think it is undesirable to have a fund. I do not think 
it is desirable to use the vehicle of the Canada Pension Plan to build up a 
fund. I have the quote here from Miss LaMarsh, that she admitted to this 
committee that the Quebec view has always been a double view, that they 
wanted to create a plan to provide income for the aged and at the same time 
they wanted to build up this fund for development of the province under the 
Quebec plan. I think that the two ideas should be divorced. I think that the 
development of a fund is something quite unnatural for a social benefit plan. 
There is no natural relationship between a fund that is built up in the con- 
tributions and the benefit levels. 

Mr. Muwro: Given the Canada Pension Plan and given the fact that 
there would be a fund, be it partial or full, have you any objection to these 
funds being used for provincial development, to being used by the province? 


Mr. DowseEtT: Given the fact that there is going to be a fund, no. 


Mr. KNOWLES: May I say to Mr. Dowsett that I have some questions that 
are critical, I admit that. Therefore may I start by making a comment on some- 
thing in the brief with which I agree. As a matter of fact, it is in the area that. 


Mr. Munro has just been discussing with you, Mr. Dowsett. You used some 


words that gave offence to some of the members. I will not spoil the argument 
by quoting those words. Perhaps they are the kind of words we should use 
about each other, rather than that an outsider should use them about us. 

I must say I do agree—and I said this in the house when we were dis- 
cussing this whole measure—that it is not a good idea to raise money for a 
development fund under the guise of a contribution for a pension plan. I think 


this is the wrong way to go about it. I think also that it forces the people with 


incomes below $5,000 to make the contributions to the development fund, 
whether it is used federally or provincially. I favour a development fund, a 


very sizeable fund, but I think it should be raised for that purpose and that 
the taxes or the contributions for it should be clearly marked for that purpose 
and should be on a graduated basis. 


Mr. DowseEtTT: May I ask, sir, did you say that I disagreed with the thesis 
of the establishment of a development fund? 

Mr. KNOWLES: I thought you said you were against it, the fund—period. 

Mr. DowseEtT: No. My point is that I am against a combination of a fund 
with the social pension plan. I do not just want to be reported as being against 
a development fund. I am not sure that I am in favour of:a provincial devel- 
opment fund, but I am not expressing a view on that. 

Mr. KNowtes: I express the view that we should have a development 
fund, but I think the contributions should be collected under that heading 


and not under the guise of a contribution towards a pension plan. 


Mr. BAsrorpD: Madam Chairman. J thought we were questioning the witness. 
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will become 70 and who, under present legislation, have only the $75 a 


The CHAIRMAN (Hon. Mrs. Be ueneny: I know. I was going ta: say 4 Lis 
but thought I should let it ride. Actually, we were asking questions of t the 
witness as to what his views are, and not making statements of our own. 


Mr. KNOWLES: It is in relation to what I wish to get out of the witneem 
Mr. Dowsett, I wonder if you can make your position a little more clear 
as to what you want to do for those who are now 70 and over and have 
only $75 a month, and what you want to do in the future for those who 
month? The reason I ask this question is because, quite frankly, I do noi 
think your brief makes your position clear. You express concern for the 
forgotten generation, the people who have been ignored, but on the other. 
hand you say that you do not know of any assessment of their needs. At 
no point do you propose any substantial alternative to the Canada Pension 
Plan. You talk about increasing old age security on a variation as among < 
provinces, but you do not give any figure. You do not tell us whether you 
are talking of $10 a month or $75 a month as an increase. You so often 
express your concern about not providing extra money for people who do no El 
need it. This is a view that seems to be expressed fairly often by witnesses — 
before us. We know you are against the contributory insurance plan that i is¥ 
before us in Bill C-136. You have said you are concerned about the peopl 
who are forgotten and are concerned about increasing pensions. What is the 
merit of that concern? What alternative would you ask us to bring in te 
Bill C-136? 


Mr. DoWSETT: In answer, the first suggestion I have is that more detailed! 
statistics should be made available, setting forth the distribution and the_ 
numbers of old Canadians now receiving less than adequate income. I do not 
feel that there has been an attempt, a real hard attempt at developing those 
statistics and presenting them to this committee for their consideration. I 
feel that the adequacy of the Canada Pension Plan proposals should be tested — 
against those statistics. Out of that, I would hope that there would come a 
suggestion that there would be an increase in the O.A.S. type of benefit, on 
varying bases through different parts of Canada. On an immediate basis, if” 
you like, the benefits should be available for the aged in Canada of today, 
as well as for the aged to the future. As to the extent of this benefit, you 
ask if it may be $10 or $25 or something like that. Someone may suggest. 
income figures in this area. I would think that that would be a matter to be 
settled upon after examination of those statistics. I strongly feel that we are 
adopting a mammoth program in here, if we should adopt it, without knowing 
whether it is going to solve problems that Canada has today. ; 

Senator Croll has mentioned that other steps will be taken for the peopl O 
who are not handled by the Canada Pension Plan, should the plan be adopted. 
I would bring those people into the planning at this point as well. I wish 
T had a more specific proposal to make in terms of dollars for various different 
areas. I have not had the opportunity to develop a plan in such detail. I feel 
that these statistics that I suggest should be studied more closely and out 
of that, and a testing of the Canada Pension Plan benefits against those statis- 
tics, the adequacy of the Canada Pension Plan, there would come a proposal 
that would more fully meet the needs of ae ' 


Mr. KNOWLES: I wonder if you are aware of the fact that there - isa difterd 
ence of approach between the position you take, referring so often, as you do, to 
the needs of our aged people, and our approach: which admittedly does not 
wait for statistics as to what Mr. Smith, Mr. Brown and Mr. Jones need, 
but which frankly says that in this day and age we should be making a massive 
increase in the amount of income that we provide for retired people; and thé 
what we are doing in going into the insurance principle is trying to up od 
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om) Mr..DOwSETT: I Pbas, if that is the (ea IE there is an attempt, I 
gather, on the part of femislafors then to make a massive entry into this provi- 


d levith by the Government ahd by legislators is the one of need. Siinaly the 


guiding principle in social benefit planning is adequacy, adequacy of the © 


incomes of the people that we have in Canada today, not equity, not shane 
for savings sake, but adequacy? 


Mr. KNOWLES: I think, Madam Chairman, if I may say so, this exchange 
has been useful, at least as I see the situation. I think we are trying to get 
‘around a corner here that it has taken us a long time to get around. I think 
your approach, Mr. Dowsett, is still one that is based on a means test. Basically 
you want statistics as to the needs of our people. Some of us are saying that in 
this affluent society in which productivity has gone way up, we should go way 
“up in our pension provisions, and that waiting for the kind of testing you want, 
and doing it on a basis of variation among the provinces, just has not got 
the idea at all. 


| Mr. DowsettT: May I ask this? What is the Government’s interest in 
attacking the problem in this way? Perhaps my question is not too clear. Is 
the Government program designed to provide income for retired people of 
f the day which has no relation to their needs? Is it just income for income’s 
sake? What is the Government’s aim in this regard? 


Mr. KNOWLES: I would like to answer that, and will be glad to do so, 


but not for the Government. However, speaking for myself, my interest in 
this kind of legislation is that I see the day, not many years hence, when 


people will retire on pensions of $150, or $200, or $250 a month, whether single, | 


or whatever their status. I am still concerned, as you are, about need, and I 
am glad that you people have come to us and drawn our attention to the 
gaps, and the fact that we are doing practically nothing under this legislation 
for the people over 70. The fact of the matter is that I am interested in getting 
adequate high level pensions for all our people, without talking about needs 
“or means tests, or anything of that kind. That is what interests me, as one 
who has been interested for a long time in this kind of legislation. 

| Mr. Dowsett: And do you feel that it is the proper role of government 


to set up programs which, as well as allowing income, will provide basic 
subsidies—to provide income in excess of that? 


Mr. Know.es: If you would modify that you would be saying it better 
than I would be saying it myself. 


af Hon. Mr. Crouu: Is that not exactly what we did in 1952—provided for 
those people who needed it and people who had no need for it at all? 


Af Mr. KNOWLES: Does Senator Croll recalli—and he was in the Commons 
at the time—that in 1950 when the debate on the address in reply was taking 
Place and some of us were pressing for the removal of the means test, the 
Prime Minister of the day, the Right Honourable Louis St. Laurent got up and 
“said in the course of his speech, ‘“Wouldn’t it be ridiculous at any age from 
now on to get a pension without a means test?’ He was then 68 years of age. 


P Hon. Mr. CrRouu: Yes, I recall. 


bf Mr. Basrorp: Madam Chairman, on a question of order, I hardly see any 
- relation this has to the matter. 
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Mr. KNowLES: It has relevance. 
The CHAIRMAN (Hon. Mrs. Fergusson): One at a time. 


Mr. BAsForD: We have before us a witness, Mr. Dowsett, who has presen- 
ted a brief to the committee, and we are examining him on that brief. ; 

The CHAIRMAN (Hon. Mrs. Fergusson): That is right. 4 

Mr. KNow.es: The point is that in the brief at page 5, paragraph 4, it talks © 
about a plan that will increase the income of some of the aged persons who ~ 
do not need it. My point is that this is a point of view that has often been ~ 
expressed and held us back. My concern is that we should forget about this — 
limiting concept to need only, and to put it on the basis that it is the business 
of the state to provide the basic subsistence needs, but to provide more than ‘- 
that. 


Mr. DowsEtt: Do you not agree, Mr. Knowles, that if a newly-adopted — 
government plan does increase the incomes of the aged persons who do not — 
need it, this is an anomalous result which arose from the unavoidable elements _ 
in the plan left there to make the package acceptable? | 


Mr. Basrorp: Madam Chairman, on a point of order. This is completely i 
irrelevant. 


Mr. KNOWLES: It has been going on for the past week. 


Mr. Lioyp: I am asking for one supplementary, only so that there will _ 
be given an opportunity to the other members to question the witness— . 


Mr. KNow.es: Then may I co-operate by asking one more question. 


The CHAIRMAN (Hon. Mrs. Fergusson): One question. I trust it will be « 
a question, not a statement. i 

Mr. KNOWLES: In view of your statement on page 11, paragraph 9, Mr. ‘ 
Dowsett, where you say that for a private pension plan a contributory plan & 
is most desirable, but for a public pension plan it is anathema, may I aski@ 
you that if you feel there is something in the magic of averages ie the mil- | 
lions—I am quoting Sir Winston Churchill—and that insurance helps the u 
millions, if it is there to be used by private outfits, can we not also use it in by: 
the public domain? 


Mr. DowseEttT: I would suggest that if the contributory principle were — 
followed to the end, perhaps this would be true, but it is not. In the Canada — 
Pension Plan the contributory principle is almost forgotten, in some regards. — 
The cross subsidies are extensive and large. a 


Mr. KNOWLES: As they are in insurance schemes. 

Mr. DowsettT: I don’t agree that they are in insurance. 

Mr. KNOWLES: Well, I have paid an awful lot of insurance premiums. | 

Mr. DowsetTtT: If you are speaking of life insurance, that is a different eB 
animal from pensions. Life insurance is a different animal, and the cross — 
subsidies in there are not these massive trust subsidies in the pension plans — 
put out by the private sector. The equity is followed to the ninth degree. A 


contributor in a private plan always gets back his contributions with interest. 
Isn’t that something you have heard before? 


The CHAIRMAN (Hon. Mrs. Fergusson): Who is next? 


{ 


Mr. KNOWLES: I have not finished, but I will stop, Madam Chairman. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you, because I have a list % 
of members who want to ask questions. Mr. Gray is the next one. 


Mr. Gray: I have one question. I find it hard to see how you can support 
the kind of old age security system we have now and yet oppose any approach > 
to this general problem which you claim is based on need. Mr. Dowsett, I 
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think we all agree that a large number of the people who get old age security 


_ pension cheques have pretty good incomes otherwise. Everybody gets a cheque. 
Right? 


Mr. DOwSETT: Right. 

Mr. Gray: Why then, to be logical and consistent, have you not come to 
us and also proposed that the old age security system be changed so that 
those not in need do not get the old age security cheque. 

Mr. DowsettT: I think this is one of the principles of a social pension plan 
that is a necessary evil left in the pension plan designed to make the whole 
package acceptable. Pensions as a right is something that we have bought in 
Canada. 

Mr. Gray: But you are not going to accept a concept of— 

Mr. DowseEtt: Not when it is as massive a program as this and makes such 
glaring omissions. That is the problem, that I think that it does such an in- 
adequate job. 

Mr. Gray: One final question. Your remarks about a job being inadequate, 
I suppose applies to your suggestion sometime earlier in the afternoon, when 
you estimated that as high as 40 per cent of the labour force would not get any 
benefit out of this. What is the basis for that figure on your part? 

Mr. DowsettT: An examination albeit too cursory, of the actuarial report 
and the participation in labour force statistics for women, and the dropout 
statistics for women, and the dropout statistics assumed for the future, because 
of less than $600 in earnings, unemployment rates, and the like. I think it 
would be wonderful if the committee would request a figure from the govern- 
ment actuary as to the 1980 or 1985 percentage of the labour force contributing 
under the forecasts. 


Mr. Gray: I think this has been done. 


Mr. DowseEttT: I don’t think it has. I did not find any such figure when I 
looked for it. 


Mr. Gray: I think you could have been much more helpful, but I know 
you came here intending to be helpful. 


The CHAIRMAN (Hon. Mrs. Fergusson): Have you finished, Mr. Gray? 
Mr. Gray: Yes. | 


Mr. Monte1tH: Madam Chairman, I would like to make one very brief 
statement. I have been very quiet all the afternoon. 


Mr. KNOWLES: I support that. 


Mr. MontettH: I have just turned up my notes of Mr. Watson’s visit, and 
the first note I have is that he accepts the fact that the bill is a foregone con- 
clusion, and that as a consequence, from there on he is hoping to rationalize it. 
I think the present witness, Mr. Dowsett, has hoped against hope that maybe 
there would be some possibility of doing something about it. Am I right, Mr. 
Dowsett, in saying and suggesting that in all of your discussions this afternoon, 
urban versus rural, one part of the country against another, and so on, you 
have in your opinion felt that the Canada Pension Plan just does that very 
thing in these particular incomes in the years to come as between rural, urban, 
and so on, as you are taking it on the basis that the Canada Pension Plan does 
this, am I right? 

Mr. DowseETT: I submit it does this. The Canada Pension Plan would do 
this, but with individual variances. Some high-wage earners in Newfoundland 
would get a larger income granted under the Canada Pension Plan benefit 
formula than a low-wage earner in the City of Toronto. But, generally speaking, 
looking at the total payments under the Canada Pension Plan this effect you 
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this afternoon is to the effect that we could well through O. A. Security give 


there, albeit on a non-vested or portable basis. 
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mention, I believe, would flow from the Canada Pension Plan if it were passed 
as it is now envisaged. ‘a 


Mr. MonteItH: To carry on from there, do I gather your main thentt ‘ 


an increase, possibly, to the present recipients, give it to them at a lesser 
age? We could provide fer survivorship, disability, orphans and, as has been 
under Old Age Security, complete portability, and we would also have in that 
large number which you claim—and I agree with your thoughts in this re-_ 
spect—are presently left out of any benefits in the Canada Pension Plan? 
Mr. DowseEtTT: That is my feeling, yes. 4g 
Mr. MontEeItH: And you would continue to finance these improved bene- — 
fits and formulas through such a formula as the 3-3-4? zs, 
Mr. DowSsETT: Yes, sir. 
Mr. MontTEeITH: Have you any ideas or claims as to whether the total | 
increase necessary to possibly look after this—and I have not given you any ~ 
figures, but you think this probably could be done on a fairly substantial — 
basis and still be less of a tax load on both the employer and employee than P 
the present Canada Pension Plan? a! 
Mr. DowseEtT: I think this might well be true. I did not make the pou ; 
before that I would like to make now, and that is to the effect that the © 
immediate 1.8 per cent to the employer and employee does not strike me as 
a tremendous, stifling burden to the Canadian economy. Perhaps it should be — 
redefined in terms of the 3-3-4 type of formula, in my view, but what bothers — 
me about the Canada Pension Plan is the snowballing effect I have described — 
earlier, and the fact the 1.8 per cent from employer and the same from the 
employee, I feel, will grow in the future. In fact, the actuarial forecasts © 
indicate such a substantial growth in these figures. That is what makes me © 
feel the burden would become heavier in the future. If we could speak of © 
something like 1.8 or 2 per cent of contributory earnings from employee and ~ 
employer, in terms of the Canada Pension Plan contributory earnings, I do t 
not think this would be an undue burden for Canada. 4 
Mr. MontTEITH: Have you, in your considerations, given any thought as to — 
whether or not as people become older they should receive a larger amount? © 
For argument’s sake—and I am not putting down the present $75 a month as © 
a sacred cow or anything like that, but I am using this figure of 70 years of © 
age as the basis at the present moment—if somebody reached 80 years of age, — 
have you any idea as to whether or not their requirements would be greater? — 
Mr. Dowsett: No, I do not think I have strong feelings on this subject. 
Mr. MontTEITH: That is all, Madam Chairman. 


Mr. Lesor: I am interested, Madam Chairman, in the portability. I under- 4 
stand perfectly well the views of the witness in connection with the Old Age 
Security, eliminating the possibility of portability. I am wondering if he has — 
considered such groups as the Canadian National Railways and some of these — 
larger groups that have pensions, and by virtue of the security of their pension — 
these employees are held to their particular job. Whether they like it or not, 
they stay for years. Don’t you think that we need some sort of a plan in order 
to allow these people portability in their private pensions ‘anguenous the | i! 
country, or don’t you think it should be desirable? 


Mr. DowseEttT: If that is desired, surely the approach to Government im- 
plementation of this desire would be through the passage of legislation like 
the Ontario Pension Benefits Act, and not through the adoption of a complete 
Government pension scheme to supplant the existing pensions that are no’ v 
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; Mr. Lesor: The Guierie scheme is just a sort of melting pot guarantee, is 
that what it amounts to? 
} Mr. DowseEttT: No, my view of the Ontario Pension Benefits Act is it re- 
quires just what you ask for in your original question, a requirement for 
existing pension plans creating portability and having portability and vesting 
requirements. 
c Mr. LEBor: One other question. Do you think it is possible to have a pension 
plan as one departmetn of our system of welfare or security, or whatever you 
want to cail it, a pension plan with old age security separated from that plan, 
_and then the residue of welfare which results in those fields which you cannot 
I “touch in either the pension plan or the Old Age Security? I am thinking of 
three divisions. 

Mr. DowsetT: Are you asking me if I am in favour of three divisions? 


Mr. LEBOE: Yes. From the remark at the bottom of page 16 that caused some 
little consternation here a little while ago, I sort of sensed the benefits that are 
going to arise out of the pension plan to certain individuals and the benefits 

that are not going to be obtainable to other individuals—and it has been men- 
tioned before in the committee, those who have not had a chance to contribute, 
and so on—that combining the two is, to a degree, hiding the fact that many 
people will not benefit by the pension scheme itself, but by combining the two 
they say they have certain benefits. My question is, do you not think that the 
pension plan should be separate? If we are going to have one it should be 
‘separate, the Old Age Security should be separate, and there is going to be a 
residue of welfare cases that cannot be met by either the Pension Plan or Old 
Age Security. 


Mr. DowseEtTT: I am not sure I completely understand your question, sir, but 


I think the Canada Pension Plan could, in my view, consist of an extension of the 
0.A.S.-type of planning, pay-as-you-go, non-contributory. Whether you call it 
“merely an extension of the O.A.S. plan or not, I do not mind, but I am not 
advocating the adoption of a completely separate contributory wage-related 
pension plan as opposed to the O.A.S. 


Mr. LEBOE: I realize that, but what I am trying to get at is this, if we are 
going to have a pension plan—the House of Commons has voted unanimously 
for the principle of a pension plan, and I think we can conclude from that we 

are going to have a pension plan—what I am asking you is, in your view, if 
we are going to have a contributory pension plan such as is envisaged, if it 
could not be separate from the Old Age Security entirely? One is the citizen’s 
L right and the other is a contributory plan. 


Mr. DowseEtT: I feel this division you speak of is apparent in Bill C-136. 
There i is the Canada Pension Plan, on the one hand, and the O.A.S. on the other. 


‘ Mr. LEBOE: I do not think there is, so we will leave it at that. I think they 
are definitely dovetailed and involved. 


Mr. DowseEtTT: Only to the extent of those provisions at the end of Bill C-136 
which deal with early vesting and indexing. It is still quite a separate program. 
The taxes for O.A.S. are separated from the contributions required for Canada 
Plan benefits. 
te Mr. Lesore: By having your pension at age 65 you drop to $51 instead of 
é getting $75, so they are involved and I am thinking of separating them entirely. 


4 ¢ Mr. DowseEtTT: If we are going to have the Canada Pension Plan provisions 
outlined in Bill C-136 I do not see anything like the terms of O.A.S. under the 
¢ same bill. In fact, I will go one step further. I think—and I have put this in my 
_brief—that the earnings test that is applied to early commencement of income 
der the Canada Pension Plan benefits should also be extended to the early 
commencement of income under the O.A.S. benefits. I would like to see the 
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O.A.S. benefit subject to the same earnings test. If a citizen wants to commence 
that income at the $51 level at the age of 55, this would save dollars to the 
whole scheme, as a matter of fact. 
The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Macaluso. 
Mr. Macauuso: Just one short question. Mr. Dowsett, on page 14, paragraphs > 
8 and 9 of your brief, you are contrasting Bill C-136 and the 1963 plan, and you 
point out that, compared to the 1963 bill, the earlier benefits have been reduced 
in this bill, and also the $10 a month old age security will not be paid out of the 
Canada Pension Plan and at the same time the tax burden will be increased for ' 
many people. 
I am curious to know why in that brief you have made no reference to the — 
fact that under the 1964 plan as compared to the 1963 plan there is a disability © 
pension being provided and also a pension to survivors who cannot be considered — 
aged. ; 
Mr. DowseEtTT: On page 14, No. 8— 
Mr. Macauuso: Well, say in paragraph 9 especially. i 
Mr. DowSsETT: But just read paragraph 8: “In the building up from this — 
stage to Bill C-136, disability pensions, survivors’ pensions and death benefits — 
were added.” 4 
Mr. Macauuso: But, in paragraph 9 you leave the impression that the i 
$10 increase to the O.A.S. has been deducted and will not be in the pension 4 
plan benefits, and you say that the tax burden is going to be increased. I am © 
reading it here: “But Bill C-136 would call for the tax rate to be increased and © 
the tax basis changed so that now total contributions are 3.6 per cent of annual ; 
earnings over $600 and up to $5,000 per year’”—etc., etc. 


Mr. DowseEttT: The point is, sir, that in 1966 the disability pensions wil] — F 
cost nothing, and in 1970 they will cost .37 per cent. | 
Mr. Macatuso: I am saying in my opinion you have, though perhaps not ~ 
intentionally, distorted the facts to someone reading it. You are really not q 
making sense when you say at the same time that the tax burden will be { 
increased for many people. You are really not pointing out the fact that disa- — 
bility pensions even beyond 1966, and pensions provided for survivors not now — 
aged, are not taken into consideration. 
Mr. DowseEttT: Well, I explained it; I did explain it in item No. 8. 

Mr. Macauuso: Perhaps it is not too clear, then. 

Mr. DowseETT: The point I am trying to get across here is that we have re- © 
moved items which, under the original plan, cost 1.53 per cent. We have re- 4 
moved benefits costing 1.53 per cent in 1970 and replaced them with benefits — 
costing 1.37 per cent. This is diminution of benefits, surely; it must be if © 
contributions are going to build up a fund. That is the whole point. By these © 
changes we have created a partial fund. ' 

Mr. MACcALUSO: Right. 

Mr. DowseEttT: Would you not agree? 

Mr. Macauuso: I agree that there is a partial fund. 

Mr. Dowsett: How have we created this partial fund? Going from one | 
plan to the other we have taken away some benefits. That is the point. We . 
have taken away, we have reduced the benefits available in the years up to 
1980. Don’t you agree with that? 

Mr. Macatuso: The way I read it in paragravh 9 you leave the impres- 
sion that although the $10 increase to the O.A.S. has been transferred out of — 
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the Canada Pension Plan, and the early benefits will be reduced, yet, at the 
same time, the tax burden will be increased for many people, and all this is 
done to raise a partial fund. 

Mr. DowseEtTtT: Is that not true? 

Mr. Macauuso: You are leaving the impression that at the same time 
the tax burden will be increased. 

Mr. DowseEtTtT: Which is true. 

Mr. Macauuso: Your interpretation and my interpretation of what you have 
in the brief disagree. I guess we cannot reconcile ourselves. 

Mr. KNOWLES: This is one place where the witness was right. 

Mr. Macauuso: I agree in the partial fund, but not in the tax burden. 

Mr. Dowsett: We had to get the benefits, the money, from somewhere. 

Mr. Luioyp: Mr. Dowsett, did you see, perchance, the December 10th 
report, No. 24, of the Special Committee of the Senate on Aging? 

Mr. DowseEtTT: No, I did not. 


Mr. Luoyp: You are not aware, then, of the fact that there are tables, 
some statistics, on cash incomes of people of certain age groups, including those 
of 70 and over? You have not seen those? 


Mr. DowsEtT: I have not studied these, but perhaps they are the ones men- 
tioned by Dr. Willard, and if this is the case, I submit that this committee 
should be studying those in detail. 


Mr. Luioyp: I suggest to you that we will be taking some cognizance of 
your remarks, even though we do not necessarily agree at the moment with 
them. May I ask you one final question? It seems to be the conventional wis- 
dom among people when they are striking a rate to achieve a future payment 
that they strike the rate at some point which will create a surplus or reserve to 
stabilize the rate over a period of time. Is that not true? Is that not a general 
practice? 


Mr. DowseETT: As far as my income and my expenditures as a personal 
individual, I wish I could say that there is a big reserve of funds. But, in fact, 
there is a very small one; I am in debt up to here. 


Mr. Luoyp: You are dodging the question. Is it not a fact? 

Mr. DowSsETT: I don’t agree that social pension itself— 

Mr. LLoyvp: Even with pay as you go, they have all said that they are not 
in favour of funding. 

Mr. DowseEtTtT: Yes. 

Mr. Luoyp: On the other hand, there is a need of a certain volume of 
funds to stabilize the rating as you get into the plan. There are unforeseen 
things. 

Mr. DowSseETT: Yes, from year to year. 

Mr. Luoyp: And to reserve against mistakes in your forecasting. 

Mr. DOWSETT: Yes. 

Mr. LLtoyp: Such a reserve would in the meantime be available for invest- 
ment, would it not? 

Mr. DOWSETT: Yes. 

Mr. Luoyp: It would be wise to invest such funds. Is there any objection 
under those circumstances in having such funds invested in provincial and 
municipal government bonds? 


Mr. DowseEtTT: No, sir. 
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i : _ Mr. Luoyp: May I suggest to you that is exactly the ‘compromise in the re 
a _ schemes involved. ‘ 

<3 Mr. KNOWLES: Is this Bene to React . 

vee The CHAIRMAN (Hon. Mrs. Fergusson): Only by the witness. 

oy . Mr. DowsETT: Well— a4 
an _ Mr. Lioyp: Take a look at the charts of the Financial Post for January 9. 
ie Mr. KNOWLES: Let the witness finish his answer. 

‘ Mr. Litoyp: What else is there but to conclude that there may be a very 
P generous fund? a 
Mr. DowseEtT: It is vast compared to what is recommended in Bill C-136. | 
5 Mr. Luoyp: You agree that some fund is necessary? 
hy ‘ Mr. DowseEtTtT: But one of miniscule proportions compared to the one — 
t > forecast. 3 
ae Mr. Luoyp: Thank you. } 
ti The CHAIRMAN (Hon. Mrs. Fergusson): Any other questions? If not, then 
Nee on behalf of the committee, Mr. Dowsett, I want to thank you for the time and 4 
eRe effort you put into preparing this brief, and the time you spent in coming — 
a to present it to us here. Although some of the members obviously disagree with © 
pie your opinions, I assure you that all members of the committee will cons ider — 


what you have said very carefully when we are giving further study to Bill 
RR iy C=ESE. | 


ee EVENING SITTING 


Monpay, January 18, 1965 4 


a The CHAIRMAN (Mr. Cameron): Ladies and gentlemen, we have a quorum. — 
oa Senator Thorvaldson, we have been waiting for you so that your party is well 
mr represented. 
| Our witness this evening is Mr. C. J. Woods, F.LA., F.S.A., Vice- President. y 
and Director of William M. Mercer Limited, 1 Place Ville Marie, Montreal 2, 
Quebec. Mr. Woods has submitted a brief, sy: which you have all received a 
ee copy and which you have had an opportunity to peruse. I shall call on Mr. 
Woods to make his presentation. 
a You may remain seated, Mr. Woods, because that is our custom. As I have 
; already indicated the members of the committee have read your brief. You | 
ie can make a summation of it and of your recommendations, and the committee: 

hy will then take over and ask you questions. 
| Before we start is it agreed that Mr. Woods’ brief be appended to the. 
Sak minutes of the committee’s proceedings as an appendix? 


of —Agreed. q 
ie Mr. C. J. Woops (Vice-President and Director of William M. Mercer 
“taph Limited): Mr. Chairman, Ladies and Gentlemen: I very much appreciate the 


--—s opportunity of being here this evening. This is a brief brief, a fact of which, I 
imagine, you are appreciative. It is brief because it is not a brief from my firm. 
This is my own personal effort as a contribution to the committee’s - work. 
I would have liked to have gone much more deeply into the plan, but being a 
consulting actuary the activities of Ontario and the federal Government have 
kept me extremely busy over the last few months, but I have concentrated my 
efforts, therefore, on one particular feature of the plan. However, I should like 
an opportunity, since you have so kindly given me an entire evening, to tall LO 
you about one or two other features in general terms later. 


1 Want 
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of a private pension plan. If an employer is putting in a pension plan for his 


employees his main concern is to produce a pension which will allow him to 


retire an employee without any hard feelings when he wants to let him go 


and, in consequence, it is quite essential that the end pension bear a fairly good 
relationship to the earnings that the employee is receiving before he leaves. 
That is not, to my mind, the requirement of a national plan. 


We have here a situation which I have illustrated on the third page of my 


brief and in which—if we were to look upon this plan, in effect, as we look 
upon many private plans, as producing, shall we say, for each year of service 


which is going to count for pension purposes one-half of one per cent of pension 


benefit—we are giving a very substantial past service benefit to those who 


are now of advanced age. In fact, the obvious case is that of a man aged 55 


when the plan comes into effect. He will receive a benefit in respect of his 
entire past service, if we call it that, based on his earnings at the time he 
enters the plan. 


I have not read the bill in full detail and with the greatest care yet, but it 


would seem to me that it is possible for that person never to have lived in 
_ Canada, and to have arrived here, and if he is earning $5,000 or more obtain 
a very substantial benefit, which is much more than we give to a person earning 


much less. 


My idea of a national plan is that we give benefits where they are most 


: needed, and we should not follow the philosophy of a private plan. 


Therefore, the whole purpose of this brief is to suggest that we take into 


_ account, in giving everybody a pension, their earnings throughout their entire 


lifetime from 18 to 65. In the case of earnings before the plan comes into effect, 
we do not assume that they have earned throughout their lifetime the earnings 


_ they are receiving when they enter the plan, but we assume a flat figure which 
can be $2,000 or $3,000. This is a matter of calculation. On that basis, we are 
in effect saying that the years that he has lived before age 55, for which he 
made no contribution whatever, will count the same for all people; and it is 
_ only the benefit that he gets for the years after age 55, while he is contributing 
to the plan, when obviously he contributes on his earnings, and only those 
_ benefits should be earnings related. 


On the third page of my brief I show that, actually speaking, if we take 


_ what is a rough approximation to the capital value of the benefit at age 65 of 


two people, and we take away from that the value of the contributions that 


they make in the next ten years—these are two people age 55 when the plan 


comes into effect—take the case of the one earning $3,000, he gets a benefit 


_ worth about $9,000 if he gets to age 65. One earning $5,000 or more—and these 
are modest examples, because there are people earning $10,000, $15,000 and 
_ $20,000—he gets something like $15,000, and he obviously needs that far less 
_ than the first person. 


ie eee 
& = 


If, in place of taking the average of his earnings during the period he 
contributes, you take the average of his earnings from age 18 to age 65, and 


“assume a flat figure for his earnings before age 55, you get a very different 
picture. If you assume that these earnings are a flat figure of $2,000, as they 


are adjusted to the date the plan comes into effect, you now find that, in the 
place of the lower paid person getting a pension of $3,000 against the higher 
-paid one getting $5,000, the lower paid person gets $2,238 and the higher paid 
person gets $2,714 a year, the reason for that being that it is based on his 


higher earnings, upon which he contributed in the last ten years. Now this, 
shall we say, sheer gift which is given to the higher paid person, under the 
plan as it now stands, of some $6,000, is reduced quite dratsically to $1,200, 
the difference between $7,900 and $6, 700. 


I shall not read through my brief. The essential point of it is this, that 
this plan as proposed is, in many ways, shall we say, produced on the philosophy 
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I mention $2,000 as the figure. It could be $1,500, it could be $2,500. The — 
principle is that the pension, if you agree to regard it as such, for service for 
his lifetime before age 55, should be on a flat benefit. He makes no contribution 
towards it and it should not be graded up by his earnings after age 55. The 
pension after age 55 should be related to earnings, because he is contributing; | 
the man who earns more is contributing more than the man who earns less. _ 

I do not know how familiar you have become with the principle I have 
mentioned, which you might take into account; but I think this would remove 
what is in my mind a very grave defect in the plan. 1 

Many years ago, my president, Bill Mercer, who died some years ago, 
mentioned—and I think it is very true—that most of our trouble in national © 
planning is in trying to give a little money to everybody, we are giving a little © 
money to a lot of people who really do not need it and we are not giving 
enough to the people who do need it. His contention was that a lot of our — 
ideas and planning could be concentrated on a modern means test which would © 
not be embarrassing to anybody and would concentrate the money where it © 
is most needed. 

This plan, as we have it now, is giving far more to the wealthier person. — 
As I say, while we talk of $5,000 a year we are also talking of people who ~ 
earn much more than that, giving far too much to them and far too little, if you ~ 
like, to the person who is earning far less than $5,000. 5 

In the various reports on the proposed plan, we discussed the problems of ~ 
integration with private plans. If you were to cut down this retroactive or past — 
service element, you would make the problem of integrating with private plans — 
so much easier. At the moment we have the Civil Service, for example, proposing ~ 
to make a minor alteration in their pension credits for future years, so that be- 
cause of this high retroactive element, anybody earning over $5,000 a year in © 
the Civil Service is going to get much more than 70 per cent of his final earnings © 
as a pension. If there is anybody in this country needing a pension of 70 per ~ 
cent, I think it is as much as anybody could wish to have. . 

You might also note that if you really want it, if you take this principle — 
and assume the earnings before the plan came into effect were just a flat figure 
for each year, if you wanted you could extent this backwards to those people — 
who are over age 55 now and are literally going to get little or nothing from this © 
plan. 5 
Whether or not you do that is of course a matter of cost, and I am sure that — 
your actuaries in your Department of Insurance are perfectly capable of finding ~ 
out what that cost should be. 

If you have read this brief, I do not think I can say very much more on this — 
subject without repeating myself. 

The CHAIRMAN (Mr. Cameron): Have you any recommendations you wish © 
to make? 

Mr. Woops: I put my recommendations in capital letters, with the idea that — 
that might help to bring it out in the rest of my brief. a 


The CHAIRMAN (Mr. Cameron): That is on page 1. 


Mr. Woops: Yes. I tried this in several forms but this seemed to me the most — 
convenient way of doing it, in effect, where you have it now that the pension 
for a person who contributes for the full period is 25 per cent of his average 
earnings, while he is contributing—I am just suggesting that it should be 25 — 
per cent of his average earnings over his whole lifetime since age 18, on the ¥ 
assumption that his earnings between the age of 18 and the end of the plan area ~ 
fixed figure of $2,000, $2,500 or $3,000. It is as simple as that. q 


The CHAIRMAN (Mr. Cameron): I have noted several members who wish — 
to ask questions—Mr. Francis, Mr. Knowles, Mr. Cantelon, Mr. Cété, Mr. Lloyd, — 


a ania’ 
(a * 
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Mr. Munro—and I suppose others will come along too. Senator Croll also wishes 
to ask a question. 

Mr. FRANCIS: I would like to congratulate Mr. Woods on an ingenious pro- 
posal which I think is one worthy of careful consideration by the committee. 
Frankly, what puzzles me about Mr. Woods’ proposal is this. As I understand it, 

he would assume that every contributor who had been in the labour force prior 
to January 1966 would have earnings of a flat rate of so much a month. This is 
the essence of his proposal, that there is a flat rate of earnings. My concern is 
how one would decide, in the case of persons not really in the labour force. For 
example, take housewives. Would you not have to credit them with equivalent 
flat rate earnings, and would this not amount to a universal benefit for every- 
body from the beginning of the plan? 

Mr. Woops: Perhaps you would look at the third paragraph on the 

fourth page. I sound now like reading the second lesson. It says there: 


If the average last 10 years’ earnings were less than the fixed 
figure, the former only would be used. 


In other words, you could do this. If you wanted, you could give it to every- 
body, but I am not suggesting that. 


Mr. FRANCIS: You get to the point of a universal pension, and my con- 
cern is how you distinguish your proposal from that. 


Mr. Woops: In the normal way now under your present plan you are 
going to take the average earnings of a large number of people over the 
ten years in which they were contributing. I agree that if you apply my 
method and fix this to everybody you are bringing in a universal pension, 
and I am saying you should not do that. What I am saying is that you find 
the average of the last ten years’ earnings, that you put a ceiling on it. In 
other words, if the last ten years’ earnings were earnings of $600, then you 
would not give them $2,000, you would give them no more than you would 
give under your present plan, but you would put a ceiling on how much 
you would give. 

Mr. Francis: I wonder if you could deal with a specific case that will 
illustrate it. I am not sure that I understand it; and that what you are saying 
makes sense, I have little doubt. Take a husband and wife age 55 on January 
1, 1966. The husband has been in the labour force, continues in the labour 
force. Would you blanket in his employment just prior to January 1966 at 
a flat rate? What would you do in the case of the wife? 

Mr. Woops: In the case of the wife, this would be fixed, at the time 
she was retired. 

Mr. FRANCIS: Supposing she is retired at 55 and is in the labour force? 

Mr. Woops: In that case, she will get nothing. Let us take the case of 
the man, for a moment. If his earnings for the last ten years averaged $5,000, 
assuming at the moment there is no cost of living escalation, and no increase 
in earnings, he would benefit on a flat average of $5,000. If the figure used 
for his purpose was a flat figure of $2,000, then you would work out his 
average. 

Mr. FRANCIS: I do not think there is any problem with him. What about 
the wife? 

Mr. Woops: As far as the wife is concerned, you would not give her 
credit for any period before age 55 for any more than her average earnings 
after 55. 

Mr. FRANCIS: I now take the next case, of the wife who works for one 
year, between 55 and 56? 

Mr. Woops: And earns how much in that year? 
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Mr. FRANCIS: $2,000. 


Mr. Woops: Therefore her Ae eas over the ee ten years will be $200, 
will it not, if you divide $2,000 by ten? . 


Mr. FRANcIS: What would you presume she had prior to 55? 


Mr. Woops: I would not treat her average overall as higher than $200. 
All I am doing is taking the average where anybody’s earnings over the last | 
ten years are less than the fixed figure we have assumed and you just leave 
things precisely as they are under your plan, and where the person’s average 
would come above the $2,000 figure, or the figure you chose to work with— 
his average between 18 and 65, assuming the earnings before were the fixed " 
figure. Otherwise, you would receive precisely as you do now. . . 


Mr. FRANCIS: In other words, the estimates of your proposal are for people 
who are proved to be in the labour force at the commencement of the plan. 
If they are not they must exceed the flat rate figure, or else the presen 4 
formula would apply. If they do exceed the flat rate figure— a 


Mr. Woops: I first tried to put this recommendation in a way that would i 
be easier to understand, but when I started to write it down it was a little 
more difficult. 


Mr. FRANCIS: I think I grasp it now. I think it is very ingenious. 


Mr. KNOWLES: Mr. Chairman, like Mr. Francis, I believe Mr. Woods hasll 
dealt with this problem in an ingenious fashion, and I think it is suggested 
that we take a serious look at it. After all, he my trying to over-simplify to 
make sure we understand the proposals. We I see it, Mr. Woods, you are 
suggesting in effect a different formula for a past service credit? : 


Mr. Woops: Precisely. 


Mr. Know.es: At January 1, 1966. I would like to ask two or three ques-— 
tions. Perhaps I will put the first two together so that I shall not seem to be : 
asking a leading question. Is it fair to assume from your approach, from your 
suggestion of an alteration, that you look with aproval on the idea of a 
contributory earnings related plan under public auspices? # 

My second question would be: Is it also fair to assume that you look witht 
approval on the principle of such a plan allowing for past service? i 


Mr. Woops: As far as your first question is concerned, I think the answer 
is yes. 

I would like the Canada Pension Plan to take full control of the first ele- 
ment of earnings. I would like to have seen a plan where the pension benefit, 
we will say, would be 40 or 50 per cent of a much lower level of earnings, 
so that every private plan could take that as completely out of the plan 
altogether. At the moment you are giving a pension of 25 per cent up to $5,000. 
That is not an adequate pension. Therefore, the private plans in force will 
have to adjust their formula, and will still have to give added benefits to 
supplement the Canada Pension Plan. Of course, you are not personnally | 
responsible for this, so I will not give you credit for that. 


Mr. KNOWLES: Oh, give me a little credit, if you can. a 


Mr. Woops: If you had a plan where the benefits of a full period would 
work at, we will say, 59 per cent of the first $2,000 or $2,500, it would have 
been very easy for every employer to say our plan would only apply on the 
excess over this figure, and that would have made integration and co- -ordination 
extremely easy. ' 

Now, as to cost, whether you gave it to everybody, or in proportion 
to how much they give in the future. a 


Mr. KNOWLES: You will recall that I asked you if you favoured a contri- 


butory pension plan. - ; 
a, 


4 


CANADA PENSION PLAN . 1139 


ee 


Mr. Woops: Do I favour the contributory pension plan? Yes, I do; but 
of this nature, where the Government would take care of an adequate pension 
on the first part of anybody’s earnings, the private employer then need only 
put in a private plan in excess of that figure. ‘ 
| The second is the question of cost, and it is this past service element which 
is causing difficulty in its integration and co-ordination. You get to the point 
where some plans are of a very generous nature and it is very difficult not to 
give whatever is in the plan, because the idea of producing accrued benefits 
is frowned upon. You are going to give people a lot more in many cases then 
they really need. Yet there are a lot of people, who when they are over- 
supplied, think they are getting practically nothing. So I would go forward 
with the past service element to a degree. On the other hand, there is the 
question of costs. Actually, I am not too much concerned about costs being 
passed down to future generations. We have already passed on the costs of 
two world wars, and I do not see why we should trouble about a little thing 
like this. ; 7 

Mr. KNOWLES: I cannot deny myself the right to say that this is welcome 
testimony. Perhaps I might be permitted to say that I remember your late 
president very well in previous committees, including that abortive one on 
the Government Annuities Act, where his testimony, by the way, was very 
good. 

May I just move on to one other question? In the concluding part of your 
brief you suggest as a possibility that savings achieved by adopting your 
alternative for the recommendation of past service could be used to improve 
the pensions of what might be termed the “last generation”. In other words, 
you suggest the possibility of this money being used to increase or supplement 
the pension to those who would be only on old age security. May I ask you 
if you advocate that such savings be used for that purpose. 

Mr. Woops: One fundamental principle of pension planning is to try and 
avoid accidents of birth. For instance, a person might happen to be born in 

one particular year and he gets a poorer deal than someone else who is born 
a few years later. Or one dies one day, and his benefits are different from if 
he died one day later. We always try to get a reasonable continuity. The last 
generation of people who are 60 or over by the first of January will literally 
get nothing out of this plan. All they will have is the old age pension. I do 
not know under what particular star the group of say 45 to 55 were born, 
_ but they are fortunate. By virtue of the fact that many plans do not give accrued 
benefits they will get over and above whatever they expected to get, and 
_ then of course this will gradually die out as those of a younger age come along. 
The one aged 18 now, assuming the plan is altered 47 years from now, which 
is unthinkable, will get no particular benefit. So one group of people in 1921 
and 1911, who, of course, are survivors of the first world war, and may deserve 
_ this, will get a particular advantage, whereas those before 1911 will not get it, 
and those in the 1921 group will naturally benefit at a decreasing point. 
| I consider what I am proposing is that advantage be taken away and we 
try and smooth this out. Whether or not you give this to this lost generation is 
a matter of cost. I think it is desirable, but, here again, if you have ever heard 
| Mercer on the means test, we have had people suffering from multiple 
sclerosis at age 50 and they need a far higher income than they are getting. 
I think we should give some thought to giving these people a better income, 
| if need be from the saving. Since maybe we have not the money, whether we 
| should call this a saving I do not know. That is an economic matter. 
Mr. KNOWLES: But it is fair to say, is it, you feel the disparity between 


‘those born under the lucky star and those born too soon— 
21753—6 
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a pa a 
fe _ Mr. KNoWLEs: Might I emphasize the fact you want one brought up? 

a _ Mr. Woops: Yes. a 
oy Mr. CANTELON: I was going to ask Mr. Woods to explain a little more 
Bi fully the sentence on page 2, “This differential is completely inappropriate 
mh in a public plan.” I think that he has explained it, but I do not know if he 
i wants to add anything. However, if he cares to add anything I would be 
ea prepared to ask the question. 4a 
Te Mr. Woops: I would like to mention I can read French very easily but, 
er unfortunately, I cannot speak it with the same fluency. I have read two very 


ais lengthy reports issued by the committee in Quebec. I also did appear before 
ae that committee on one momentous occasion. In the second part of their report 
they apologize most profusely, in the charming manner in which the best 
brought up French-Canadians can, for this very feature. Why they did not. 
do something about it, I do not know. I would be much more in favour of the — 
Quebec plan if they did, but they did apologize that the person getting most 
money got most out of the plan for something for which he made no con- 
bie _ tribution. So this is not original in this regard. I can give them credit for 
thinking of it first, but they did not do anything about it. When the two plans 
i! were joined together by trying to insist the so-called transition period be 
shortened from 20 to 10 years maybe they overlooked this fault because it 
was not too bad at 45 but it is made perfectly criminal at age 55. 


i: i fs Mr. CANTELON: Others have brought our attention to this too. I would 
aes gather from what you said the matter of cross-subsidization is one that does new 
~ bother you very much? 
re . Mr. Woops: Do you mean from one future generation to another? 
bik | Mr. CANTELON: Yes. 


Mr. Woops: As a matter of fact, people have talked a great deal abaien 
this, but I am quite sure if we were to take every part of our taxation policy” 
van and define it we would find we are still paying an awful lot for the First World 
3 War and, I am sure, an awful lot for the Second World War. We have no y 
i taken what is taxation in effect and called this a contribution to a pensio L 
plan. The main trouble with this kind of plan is once you have started it it 
will tend to grow. So far as future generations bearing the cost, I do not 
‘think I am at all bothered about that. In fact, I am completely against the 
ytd idea of any Government accumulating the fund. I do not think they should at 
) all. This idea of offering funds to municipalities and provinces to use for any 
eat projects they want, without having to go to the public to explain why the 
_--—s- project is necessary, is taking away one of the few controls we have in 2 
democracy over what our governments do; and I say that with the deepest 
Pew), respect. 
3 Mr. CANTELON: We have heard this before, as you probably realize. I an 
“ much interested in what you say about the fact that you think that your lai L 
noe would make it much simpler to integrate private pension plans than what 

is suggested in Bill C-136. a 
Mr. Woops: I did not give you the brief to make my job easier. I Bev g 
you the brief because this was an essential feature to make that point of ¢ 
national philosophy and not a private plan philosophy, but by doing so 
would make the problem of integration much. easier. a 


Mr. CANTELON: I wonder if you would like to set forth some of the dif fi 
culties that might arise in the private plan as opposed to the plan embodie 
in Bill C-136? 
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_. Mr. Woops: Let me take the situation of a good many employers trying 
to give pensions based on the final five years’ earnings. A good many em- 
_ployers, even with what we call career average earnings plans, periodically 
improve the accrual benefits with the idea of building up the pension, which 
is 50 per cent or a reasonable figure of the last five years’ earnings. That is 
the only measure of adequate pension. It is going to take all their resources 
and imagination to be able to fund such a plan. We have gone quite deeply 
into the process of equity investment, 25, 30 per cent, one-third or one-half 
of funds in equity to build up long term growth of equity to meet the fact 
_that earnings are consistently going up. I do not think that under modern con- 
ditions we can ever hope for deflation. I am not sure we even want deflation. 
They really cannot afford to give anybody a,pension more than a percentage 
hot their final five years earnings, but unless they have access to this retro- 
active element in the plan, and many of them cannot because their own plans 
forbid them to reduce the presently accrued benefits, the people going on 
retirement in the next 10 to 15 years will get pensions in excess of them. 
~The employer not only has to pay the private plan but the full contribution 
to the Government plan as well. If, by chance, retroactive elements were re- 
duced and it did represent a reduction in contributions it would be leading to 
nobody receiving a pension of more than the maximum the employer was trying 
_to achieve. 
Mr. CANTELON: Why couldn’t they just go and cut off, say, 1.8 per cent 
of the employee’s contributions and let him put that into the pension plan, 
as suggested by Bill C-136, and cut their own pension plan down accordingly? 


: 
; 
4 


Mr. Woops: They would have to say, how are you going to cut the benefits 
down? By what the money happens to be in the case of the younger person 
you would cut all his benefits out, and in the case of the older person ‘none 
I of them out. If they are so foolish as to reduce the contributions under their 
plan from the employee by what they have to pay to the Government, heaven 
help the employer when, in due course, the Government doubles the, con- 
tribution rate and he finds the pension plan has become a non-contributory 
one as far as the employee is concerned. I do not know how deeply you have 

_ gone into the problem of integration, but it is a very difficult one, to try and 
Pinake use of this retroactive element. 


. Mr. CANTELON: That is what I wanted to find out. It is a very difficult | 
problem to define. That is what I thought myself, so I asked the ice 
question. 
mt There is one other comment I would like to make. I notice you said a 
good pension plan should provide the very best, and probably 70 per cent, 
as much as one could wish to have—I think were your exact words. This 70 
per cent would be calculated then probably on the last five years of earnings, 
| or the 10 highest years? 


I Mr. Woops: Or the five best years, either of those. 
if Mr. CANTELON: What is the purpose of doing that? 


I Mr. Woops: The purpose is, if you have a pension based on that you have 
| then assured a person who has got used to a certain standard of living based 
| on his final earnings that his income will not drop by more than 30 per cent. 
_ Taking into account the fact his expenses will drop to a reasonable figure, 
i vand also expecting him to have made other preparations for himself in retire- 
| ment, and not relying completely on the employer’s pension plan, he should 
| be able to live adequately. A good many of normal industries’ plans, even a 
| good one, one like 2 per cent on the career basis, end up with a pension of 
less than 40 per cent of final earnings. 
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Mr. CANTELON: There will not be any higher pension plan for accruals 
because of the cost of living or the increase of the standard of ae in the 
future? 

Mr. Woops: This is done much more often because the employer who has 
‘to pay the balance of the cost is a little unhappy about making too far an 
‘advanced commitment. We find in a good many private plans we deal with, 
an employer builds up a surplus in the fund and keeps on improving pensions 
up to a later and later earnings figure. On that basis he only increases the 
pension after he has already acquired a surplus, and ends up with a final 
earnings plan without having an advance commitment. We have seen plans 
where they are giving bonuses to pensioners, but only as decided by the em- 
ployer and not on a fixed commitment basis. I think there have been many 
trends in pension planning in the last few years in Canada, particularly since — 
the ceiling was taken off equity investment in 1956, the concept of having : 
a substantial block of equities over a long term to give you a natural flexi- : 
bility. q 

In England, of course, they are investing in common 50 per cent of the 
equity. You have one fine example: Imperial Tobacco, which is as complete in © 
‘Equities as you can get, having everything you could possibly have, including > 
possibly bonus moving in its pensions. This will come. This is the trend. 

Employers are rather cautious to tie their pensions to an escalating formula — 
until they are quite sure of themselves. There are employers who would like © 
to find this on their plans, but not yet have the nerve to do it. . 

Mr. CANTELON: This again, because there is an escalation clause in Bill 
-C-136, would create aouly in integration in both the private and the Canada ~ 
pensions. 

Mr. Woops: Not in the sense that we are integrating, shall we say, the basic | 
benefit, and the escalating part we regard as future clues of what the employer — 
himself needs. q 

Mr. CANTELON: Thank you. | 

Mr. Woops: Do you get my point? In other words, you have a pension off 
20 per cent provided by the Government plan, and if the 20 per cent is esca-_ 
lated that is just a step on the way to the whole plan being escalated. f 

The CHAIRMAN (Mr. Cameron): Mr. Coté. 

Mr. COTE (Longueuil): I just want to know if the idea of giving thel 
benefits on an average earning for the people who will be 55 on January 1, 
1966 is a new idea; or has it ever been tried in other plans or in other countries © 
or anything like that. 3 

Mr. Woops: You will find in most other countries that there has not been 
much of a retroactive element at all. I am afraid that you suppose that I should © 
be a world authority on pensions, but I find that one finds himself so busy 
with what one is doing that one does not always have time to read all the masses - 
of papers that arrive from all over the world. 

I would not like to pose as an authority, and therefore, with quite a lot 
of reservations, I say that to my knowledge most national plans have not 
given much of a retroactive element. My impression has been that most other — 
plans from other nations have not given much of a retroactive element. They 
are based on the future only. 4 

Certainly the contributory plan of Great Britain was largely future service 
only because that allowed opting out, as you know, and you can only allow 
opting out where the employer can take over his own plan for the future 
only. 
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The retroactivity of this plan is what has created difficulties both in ae 


in the plan and in the problems of integration. 


Mr. COTE (Longueuil): My other questions have already been saeees 


Thank you. 


The CHAIRMAN (Mr. Cameron): Yes, Mr. Lloyd. 


Mr. Woops: I appreciate seeing Mr. Lloyd here again. We spent some 
time in Nova Scotia together. 


Mr. Ltoyp: Thank you, Mr. Woods. 
Mr. MONTEITH: What were you two working on? 


Mr. Luoyp: I don’t think it is necessarily relevant to the work of the com- 
mittee, but now that Mr. Monteith is interested, Mr. Woods advised the City of 
Halifax on its pension plans, and he did the actuarial work. 


Mr. Woops: And I was an actuary of the Maritime Life Insurance Com- 
pany when I first came to Canada, which shows that we are not that intimate. 


Mr. Luoyp:I am delighted from the experience in Nova Scotia that you 
are one of the men who have come forward with workable proposals, and are 
not somewhere out in outer space. You are not a self-appointed political 
scientist and you are not a pseudo-economist. You take yourself in the field 
you are thoroughly familiar with. 

Mr. MONTEITH: Did I hear a reference to ash Vegan sce 


Mr. Luioyp: No, economists. Mr. Woods, both Mr. Monteith and I appreciate 
your contribution. You made some suggestion, some comment about the avail- 
ability of funds to this plan, did you not, Mr. Woods? 


Mr. Woops: I think when it is suggested that the saving under the plan 
could be applied to something else, it is very much like when your wife says, 


“T did not buy that $80 dress, so I can spend $50 on something else and I am 
saving you $30.” 


Mr. Luoyp: Did you go on to say that these funds could be available 
through the usual channels? 


Mr. Woops: I say this now, with the deepest reservation, because I am 
becoming a pseudo-politician, obviously, when I make this remark, but my 
Opinion was that when anybody, any municipality or province, wanted some 
particular project and needed money they had to go into the bond market to 
find money for it, and they had to justify what they were doing; otherwisé 
they would not he lent the money. 

Now, if funds are available to draw on without going into the open 
market, then, as a pseudo-economist I feel that that is not quite the same as 
a natural control. 


Mr. Luoyp: You are removing one of the disciplines to the decision made. 
Mr. Woops: I will be very diplomatic now in saying that it would appear 


to me it might be possible. 


Mr. Luoyp: In reverse, if a province has had some difficulties in what might 
be perfectly valid objectives in obtaining capital for its purposes, this might 
be of some assistance in overcoming that. 


Mr. Woops: It depends on who thinks the purposes are valid; obviously 
the private market does not, if they had difficulty. 

Mr. Litoyp: Mr. Leboe could tell you something about that if he were 
here. 


Mr. Woons: None of these things are simple. For example, I was asked 
a simple question in Quebec: Did I think it desirable that funds should be 
accumulated to institute a steel complex in Quebec, and I said, “as an actuary 
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I only work from the trends of the sath and they are et particularly hopefu lL 
in that regard”. & 


Mr. Luoyp: In the case of municipalities, they still have to go thiousk 
a Henieial department, and I think there are boards whose approval is 
required in some provinces before they issue bonds. In the final analysis, is ¢ 
of this being removed? 


Mr. Woops: I am saying that if: these plans are available too teadilya 
because they are part of this, there is not quite the same discipline. 

Mr. Luoyp: On the other hand, let us assume that the provinces stay within 
the conventional wisdom as to how funds should be used, there is a need for 
a massive capital judging from the report of the Economic Council of Canada, 


and this kind of savings, even if some people call it compulsory, will be a very 


useful tool in the light of modern day economics, will it not? 
‘Mr. Woops: I am not making a major point of this in my brief. 
Mr. Luoyp: All right. 


Mr. Woops: You are involving me in something of which I know very 
little. 


Mr. Luoyp: Thank you. 
The CHAIRMAN (Mr. Cameron): Is that all, Mr. Lloyd? 
Mr. Luoyp: Yes. 


Mr. Munro: Mr. Chairman, Mr. Woods, I, like the others, think that this 
is a most constructive idea, and I welcome having Mr. Woods before us 
because he has given us something that we have to consider very carefully. 9 
So I am sure we are all very appreciative. 

I was just looking at the figures, and I would think that, reading thell 
brief and the figures, the motivating factor obviously, from what you have ~ 
said in the brief, is that you are concerned because of the benefits that are fairly ~ 
rich due to the short transitional period of 10 years. This was a stimulus for 
you to come up with this suggestion before us, is that correct? 


Mr. Woops: If I may put it one other way, and I was going to put it 
another way on the first page: To make it simple, let us say that in place of 
giving a pension of 25 per cent as a flat percentage the pension formula had 
been one-half per cent for every year between the age of 15 and 65. In other 
words, if you made the age of 15 your early age and not 18. I am not advocating 
that, but I just want to make it simple. Then everybody would get one-half 
per cent for every year from the age of 15. Then all I am saying is that on 


that basis a man aged 55 under our conventional terminology in the private 


plans—if the plan was put in when he was 55—would have had 40 years for 
past service and 10 years for future service. ‘a 

This plan bases all those percentages on his having 20 years for the past 
service, that is, 40 times one-half per cent, and five years for the future, 
which is 10 years at one-half per cent. . 

Now, you are giving him his entire 25 per cent based on $5,000 because 
he happens to be earning that when he is 55 years of age. If he is earning 
only $3,000 you give him 20 per cent of a fixed figure, which is, perhaps, 
$2,000, plus 5 per cent, if it is ten times one-half of one per cent, while he is 
contributing on his actual earnings. In other words, his past service is nog 
wage related because he has made no contribution to it. His future service 
is wage related because he is making a contribution. Then you take away a 
awful lot of the inequity between the man earning $2,000 and the man earn- 
ing $5,000. 


Mr. Munro: In other words, the inequity that bothers you is an me ity 


. that occurs from the short period— a, 
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a Mr. Woops: Not really, no. It is magnified because of the shortening of 
_the period, but you are giving your man earning $2,000 just as good a pen- 
; sion as he would receive under your plan, but because of the way it is now 
Bworded you are giving a man earning $5,000 two and a half times what you 
are giving the man who is earning $2,000, to which neither has contributed. 
"And, a man earning $2,000, by every standard, needs it far more than a man 
earning $5,000 or more. 

This is the philosophy of the private plan. The employer is concerned to 
give a man earning $5,000 a larger pension because when he wants to get rid 
i of him he is not embarrassed. If he can give a man earning $2,000 a pension 

of $1,400, and give a man earning $3,000 a pension of $2,100, or 70 per cent, 

_ then they are both getting a good pension and the employer accepts the inequity. 

He gives the older man more for that reason. But, this is not the philosophy 
oi the national plan, which is essentially one of need. 


Mr. Munro: This is an example of setting a flat rate at the inception of 
_ the ten year transitional period. This is the only place where it would be effec- 
tive, presumably. 


| Mr. Woops: That is right. It would have a certain effect for everybody 
_ who is over the age of 18 now because they all have a certain past service, 
as at the— 


Mr. KNOWLES: Some refer to it as 46 years and 11 months. 


; Mr. Woops: Yes, but it is no more complicated than the present formula. 
All you are saying is that you are taking an average over the whole 47 years 
instead of ten years, assuming certain past earnings. 


: | Mr. Munro: I am just going to ask in this particular case you have come 
up with why this formula should be weig ghted more in favour of the lower 


. wage groups. It would have that effect? 


* Mr. Woops: It would have that effect, but all I am saying is, since nobody 
4 is making any contribution in this behalf, that a man who is getting $5,000 and 
¢ _ who contributes $100 is getting out much more than his $900. He is getting 
much more than $900-worth in pension benefits he is getting for the future, 
over and above what he is getting for the past. His $900 in no way, shape or 
_ form makes any contribution to what I call the past service element. There- 
_ fore, if he does not make any contribution to it why should he, under a national 
plan, get more than a man earning $2,000, who also makes no contribution 
to it? 

Mr. Munro: But there you are getting into the question of setting a flat 
rate. If one of the effects of it is that it does have the end effect of bringing 
down the benefits of this man in the $5,000 area that you are talking about, 
_ presumably you do not want to penalize the man in the lower income brackets. 
; ET was just figuring from your figures here in the case of a man earning $3,000 
for the 10- -year transitional period and who then retires. Based on a flat rate 
of $2,500 he would get avproximately $54 a month, whereas if you set the 
flat rate at $3,000. he would have somewhere in the vicinity of $62. There is 
fm difference of $8 to a man who is making— 
ra ’ Mr. Woops: Quite frankly, I would not want to argue on the fixed rates. 
ial just wanted to get the idea over. The reason this did not come from my firm 
¥ is because I did not have the time in which to argue about it with the other 

actuaries. That flat rate could be anything you decide. It could be $3, 000 if 
me you wish it to be. There should be some element— 
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Mr. Munro: That is my point. You, in effect, were using this example. 


- are not recommending it— 
Mr. Woops: No, I did net have time to give any thought at all as to 
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whether it should be $2,000, $2,200 or $2,500. Once the principle is accepted — 


‘pay-as-you-go plan, and there was some considerable argument advanced at 
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then there are many people who are actuaries in the Department of Insurance 
who can give it far more time than I have been able to. 

Mr. Munro: If you use the flat rate of $3,000 you would not be penalizing ~ 
the man in the $3,000 area by incorporating your idea. I was wondering if you 
could say roughly, if you upped your flat rate of $2,500 to $3,000, how that 
would affect your equalization. In the fifth paragraph on page 4 of your brief 
you say: 

The financial strain imposed on the accumulating fund would be F 
reduced. 


That is incorporating your idea, because presumably the higher you raise the © 
fiat rate the less savings there will be in the fund. : 

Mr. Woops: The higher you raise the flat rate the less the saving. I am ~ 
assuming, of course, if a person’s earnings were less than the flat rate you 
would not raise him to the flat rate, but on that principle you would raise the — 
flat rate. If you raised it to $5,000, then there is no saving at all. 


Mr. Munro: I noticed when you talked about the savings that route 
accrue to the fund by incorporating this, Mr. Woods, you indicated that the 
additional funds may result in our wanting to change our funding philosophy, — 
or perhaps there might be some additional benefits, as you suggest, later on. I © 
wonder if you have given any thought to reducing the contribution? Would — 
you be in favour of it? 


Mr. Woops: I feel this should be done completely on a pay-as-you-go _ 
basis. I can see no justification for accumulating a fund at all in Government 
hands. As I mentioned, if anybody does not like the idea of passing the cost on 
to future generations, we have had some very, very substantial precedents. 

Mr. FRANCIS: Yes. 

Mr. MONTEITH: The witness this afternoon talked in the same way. 


Mr. Munro: Yes, but other witnesses differed. I am interested to hear your — 
observations on the pay-as-you-go basis. I do not think anybody is saying 
there is not a good deal of merit in it. The curious thing is that I can recall — 
at one time one of the proposals that was advanced was that it would be a 


that time that this was not responsible, and that there should be some partial © 
funding. This is an area of great controversy. We have had different witnesses — 
advancing partial funding and full funding, and men, such as yourself, advanc- | 
ing the idea of pay-as-you-go. But, to get back to my question, I take it that 
if there was less strain on the fund by incorporating your idea, and which 
thus would have the result of increasing the fund, you would be in favour of © 
reducing the contribution rate? 
Mr. Woops: Actually, I did not put anything in my brief with respect to 
funding or anything else because I assumed by now you are nauseated by the 
repetition. Frankly, I did not think I could add anything to this except these few © 
remarks. If I were to become an economist I would say that if we are to com-— 
pete with other nations in the world we have to cut down on our overhead. ~ 
If you have an employer on a pay-as-you-go basis and another employer on a 
fully funded basis, then the first would have a definite advantage over the other. 
In all our dealings with employers we are just as interested in their working 
capital position as in the funding of their pension plans. The reason why an 
employer goes into business is not to set up a pension plan for his employees. ; 
Mr. Munro: The idea of passing on obligations to future generations does: 
not bother you at all? . 


Mr. Woops: I remind you of the biblical adage of straining at a gnat and 
swallowing a camel. I do not know what the cost of the Second World War was, 
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but I think it was a little bit more than the cost of this Canada Pension Plan. 
_ That is not a reason why we should not have this plan. 
4 Mr. KNOWLES: What is that? 

Mr. Woops: I am saying that the Second World War cost more than this 
plan. It is not the idea that we should not pass down to future generations the 
cost. I think that is ludicrous. 

Mr. Munro: That is the basis of the wide difference in the opinions of 
men like yourself and many other actuaries and witnesses we have had before 
us to date, who have suggested in their briefs that it is the height of irresponsi- 
bility not to have some funding because we are, in effect, burdening our children 
with some horrible onus they will have to carry around with them for the rest 
of their lives. 

Mr. PRITTIE: That is not the only reason why we are having funding. 

Mr. MontTEITH: No, you are right. 

Hon. Mr. CrRoLtL: Mr. Woods, I am intrigued by your formula. My thinking 
about this pension plan is that it has had a fairly thorough going over by the 
department over a period of years. Actuaries and the best people available 
have been consulted. Surely in the course of it someone must have come up 
with this. You have been very frank with us, and very helpful. Tell me, what 
are the pitfalls in your formula? 

Ar. Woops: It disturbs me not to be modest. Obviously they have not 
soldiered all the best actuaries that are available. I cannot see a pitfall in this. 
I would not have put this in without a lot of thought. I did not add to it because 
I did not have time to give a lot of thought to other aspects and I preferred to 
put in something which I thought was important in a proper way, rather than 
diversify my thought and give something not worth anything at all. I cannot 
see anything wrong with this, to be frank with you. It was already mentioned in 
the report from Quebec, in the second of their reports, in principle. They 
deprecated the fact but unfortunately it seemed that by now the plan had 
obviously become their master, because they are completely helpless in its 
toils. The plan did this because it was obviously wrong and there is nothing 
they could do about it. 

Hon. Mr. CroLu: And are we— 

Mr. MonrertH: Following suit? 

Mr. Woops: I am surprised that Quebec did not do something about it, 
because if they had, their fund would have accumulated faster than under the 
plan they have. 

Hon. Mr. Crouu: Is the accumulation of the fund basically the difference? 

Mr. Woops: I had a feeling in the case of the Quebec plan that it was rather 
an important feature. 


Hon. Mr. Crouu: They said that and they did not make any bones about it. 


Mr. Woops: But when it comes to national planning, it is completely wrong, 
it is completely illogical, it is the antithesis of the national planning, which is 
to give more to the needy and less to those not in need, this gives more to those 
who do not need it and less to those who do. 


Hon. Mr. Crouu: What are the arguments on the other side, assuming there 
are not tenable arguments, assuming that somebody in the course of the last two 
or three years went through half a dozen? 


Mr. Woops: I did mention this at a meeting of the Canadian Pension Con- 

_ ference about six months ago and a certain individual on the panel said this was 

all very well but it was against the philosophy of the plan; and I almost got up 
and said what I thought of his philosophy, but I did not. 
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pensions for his employees. An employer gives a man earning $100, 000 a year a 
pension of $80,000 a year because that is the only way he can get rid of hin a, 
and he does not mind. It is quite inequitable that he should do that and that the 
man getting $5,000 a year should get only a $3, 000 pension. The employer ae SS. 
that because he finds that it is the only way in which he achieves his purpose, 
by being able to get rid of people when he wants to do so. But that is not the 
philosophy of a nation, which is to try to help people who need it most and 
especially to help them in their retirement. hk, 

Hon. Mr. CrRoLL: We agree with you and that is what we would like to do. : 
Within the compass of this plan, the only way we can help that forgotten natio w sf 
is with your formula? 

Mr. Woops: No. This was not for the purpose of trying to help those, but I 
would like to see some more continuity between the people born in one decaday 
and those born in the next decade. Those born between 1911 and 1921, so far DG 
as this plan is concerned, are very fortunate, because their employers are already 4 
committed to a very great extent to them and they are going to get this on top, | 
and it is too late for the employers to do anything about it. ‘i 


Hon. Mr. Crotu: When you say the employers are committed, I think the 
evidence before the committee has been 20, to 25 (per cent), the coverage in the :. 
labour force. a 

Mr. Woops: As I mentioned to you before, senator, I have not got the figures, 
but even if one man had an advantage I think it is wrong. There is certainly 
more than one man going to get it, and I really cannot see why you should help 
a man earning $5,000 and over, wehien you are not giving enough to the persor nn 

earning $2,000 and when you are giving nothing at all to those over 60. 4 


Hon. Mr. Crout: We have that evidence. ; 


Hon. Mr. THORVALDSON: Senator Croll was asking about the pitfalls. In fae 7 

_ I think he wonders, as do I, why this thing has not been seen before by someone a 
else. Many other Beinarias have worked on this. I give you credit of course 
for being very eminent in the profession. Someone was nasty enough to men- 
tion a pitfall to me the other day in regard to this and I would like to ask you ts 
about it. Looking at the top of page 3, taking your case, too, namely the man 
with the $5,000 earnings, he would have a vested interest of $15, 200, would he 
not; whereas the cther man would have a vested interest of $9,200. Far be | 
from me to suggest that a plan like this would ever be subject to co 
debate on the hustings; but would there not be a pressure group consisting oF 
the men with $15,200 equity in favour of this plan as it is? 


Mr. Woops: I am always hopeful that once in a while a democratic cov 
ernment will actually come up with the right answer. They often do. 


Hon. Mr. THorvALpSON: I think there would be quite a pressure group. 


Mr. Woops: I am quite sure there would, but I can see no reason for 
giving in to them, any more than giving in to a man to have access to the 
national revenue. | 


Hon. Mr. THORVALDSON: I agree with you. 

Mr. Woops: This is actually giving them that. | 

Mr. KNOWLES: In political terms, are there not more $3,000 people bat 
$15,000 people? 


Hon. Mr. THoRVALDSON: The $15,000 people can become vocal. 
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es Mr. Woops: The $15, 000 people may be my clients. . 
1 _ Hon. Mr. THORVALDSON: I am in tied Senate and do not know much about | 


Mr. Casutn: Would a man of 40 on the average get less of a pension—and 


iT am thinking in terms of 25 years from now—under your scheme than under 
the Canada Pension Plan? 


. Mr. Woops: Everyone would get a slightly lower pension under this basis 

ts it their average earnings were above the six figures, than they would have now. 

' It depends on where you set the figures. If you set it at $1,000 it would dras- 
ecally reduce everybody. If you made it $3,000 or $2,000 you would only draw 

a _ down those earning $5,000 or $4,000. Where you set it I would hesitate to say 
D: I have not gone into it completely enough. 


Mr. Francis: It depends on the figure you choose for the flat rate in the 
earnings. You pull up the people with averages below it and you pull down 
the others with averages above it. 


Mr. Woops: Whether you do or not, it is a question of maintaining the 
ceiling. You do not have to pull up the people, because you might have some- 
one with nothing at all. You would affect the ceiling. Those with earnings below 
this will not be adversely affected. Those earning less than the fixed figure 
_ will have precisely the same benefits under this present plan. 


% Mr. Casutn: I appreciate your approach, because so many others have — 
~ come with an inflexible approach, whereas your approach is indeed refreshing. 
- Depending on the figure you pick, is there not some danger that the people who 
will be doing this will be substantially of the low income groups. Will these 
_ be relatively low income groups? The bulk of our population is between $3,000. 
and $5,000, which is not a very heavy income. 

ct My second question is this. Through a flat rate benefit can we not accom- 
B plish the same thing you are asking us to do here in your plan? 


Mr. Woops: You can have the flat rate benefit for every year of past. 
_ service, if you wish. That is the way I tried to build the recommendation up 
in the first place, but this was now departing from the general manner in 
_ which the plan is being described. So I tried to maintain the idea of the 25 per 
cent pension benefit and adjust the average earnings upon which it was cal- 
culated. I would have liked to change it around to give a one half per cent 
_ benefit every year. As long as you understand the principle, it could be a flat 
rate benefit for each past year, if you wanted it, and then one half per cent 
on the earnings upon which contributions are made for each future year. 


Mr. Casutn: But in comparing this to Bill C-136 you are concerned with 
_ redistribution. Is it not possible by a flat benefit rate now to accomplish this 
redistribution, whatever it amounts to? 


AL 
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Bt Mr. Woops: You mean not to have earnings for a later benefit at all? 


- Mr. Casutn: No, the two together which are in force now. The problem with 
_ this suggestion, as I see it, and it may not be valid at all, is that as incomes rise 
with productivity, and one thing or another, we would hope that the figure we 

m Penisht now pick as the minimum figure would be one that became obsolete. 


| oe Mr. Woops: Wait a second; I did not say that. I said that on the assumption 
- that i in all cases the average earnings adjusted to the first of January 1966 would 
| be $2,000; and that would, like anything else, be subject to later adjustment. I 
: spent quite a bit of time on this one sentence, and changed it around, the idea 
_ being that $2,000 will be the figure as at January 1, 1966, and that would be 
| adjusted by any such cost of living income you might noae I am glad you raised 
- the point so that I could clarify that. I am. not assuming that when Pak pee 
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The CHAIRMAN (Mr. Cameron): Mr. Lloyd? 


Mr. Luoyp: On page 4 in the third paragraph you say if the average last — 
ten years earnings were less than the fixed figure, the former only would be used. 
Are you referring to the ten years of the transitional period from the time the 
plan starts, or referring to a ten year period prior to— 


Mr. Woops: No. Actually I am taking the example of a man of 55. It would > 
be the normal period during which the average man of 55 would be taken. . 


Mr. Luioyp: Under the present plan, as I understand it, you enjoy no benefit 
unless you are a contributor? | 


Mr. Woops: That is right. 


Mr. Luoyp: So you start out in 1966 at a maximum of $5,000 income, say, — 
and you have paid in $79.20 a year. Then you are entitled the next year, if you — 
go on pension, to only one-tenth of the 25 per cent of the $5,000, the next year — 
two-tenths—three-tenths, four-tenths, and so on. So during this transitional © 
period people are in fact paying in moneys in proportion to their salaries, and ~ 
in the same way everybody will be paying in moneys in proportion to their ~ 
salaries. I think earlier you said some would get a pension for which they would — 
pay nothing. You did not mean that? 


Mr. Woops: No. I have taken a man aged 55, in general terms. 
Mr. Luoyp: Well, I am 56. 


Mr. Woops: Congratulations. The point is that we are both getting 223 — 
per cent. In our case we will get 224 per cent of the average over the nine years © 
we contribute, in effect. Now, if we contribute nine times $79.20, we shall con- — 
tribute $720. If we were to regard our pension as being 4 per cent our future 
service benefit will be 44 per cent of $5,000, which is about $225 a year. That in © 
itself is worth more than the $800 we contribute, so all our past service benefit — 
is just free as far as we are concerned; and I say it is necessary to consider what 4 
I care to call the “future service element” in this plan to ensure against anybody — 
making no contribution at all to this past service element, and therefore it should © 
not be wage related. i 


Mr. Liuoyp: Well, in the case of the person who earns less than your 
maximum figure—and I think you have taken $2,000 for the purposes of — 
your model? ’ 

Mr. Woops: Yes. 


Mr. Luoyp: What about a person who earns in the first year of the 
transitional period, $1,500. I think you said earlier that that would be up to 
us to decide whether we would take the smaller amount or not. Do you have 4 
any recommendations to make? 


Mr. Woops: Actually, I was assuming you would take the average earnings I: 
over the average period. If that happened to be less than the fixed figure you ~ 
showed, whether you built the man up to $2,000, is a matter for consideration. 
Personally, I think if you did that you would have an awful problem with 
those earning nothing at all. I mention it as a possibility. Personally, my idea 
would be that this figure would be a ceiling and not a floor. ; 


Mr. Luoyp: This could work two ways. It depends on what happens to- 
you and Stanley Knowles. In 1967 we might find ourselves in other occupa- 
tions. We might be scratching for $1,200 a year; or there may be an illness. 


Mr. Woops: You would have the disability pension coming to you, would 
you not? I know that disability is a very difficult situation, but it is even more 
reason if a man is earning $2,000, because he certainly needs it more than 
the man who is earning $5,000. 

Mr. Litoyp: Then what you are saying in effect is that at 55, in 1966, 
when this plan starts, if a man is earning $5,000 a year, in the first year the 
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plan is in force he will be credited with a maximum of $2,000 under your 
_ model? 

Mr. Woops: Oh, no. I describe on the first page of my brief an example 
of how I do this. Let us say there is no dropout period at all. I would say 
that to work out his average earnings between 18 and 65, a period of 47 years, 
on the understanding that if $2,000 is your figure, that in the first 37 years 

he would earn $3,700 a year, and in the last five years, $5,000 a year. There- 
fore, if you take 37, and $2,000 plus ten times $5,000 and divide by 47, you 
get the average. 


Mr. Luoyp: What would you do with the man who retires two years 
after at age 68, what would his benefits be? 


Mr. Woops: In that case a 47 maximum. 


Mr. Luoyp: Are you going to pale him on the past service on the basis 
of $2,000 a year maximum? 


Mr. Woops: No, this is working out the average earnings. He still will get 
2% per cent of a certain average. 


The CHAIRMAN (Mr. Cameron): Mr. Munro? 


Mr. Munro: I think Mr. Woods has answered my question to Mr. Lloyd. 
However, I will see if I have it clear. On page 4 in the third paragraph it 
says that if the average last ten years earnings were less than the fixed figure 
the former only would be used. Are you referring to the transition period 
there? 


Mr. Woops: No, I am actually just referring to the man aged 55. If he is 
50, and his last 15 years earnings were $2,000, in other words, his earnings 
up to January 1966, in this case the man aged 50 would have, ignoring the 
dropout period, 32 years; a man of 55 would have 37 years, plus 10 at $5,000. 
Mr. Munro: What about the man of 60? 


Mr. Woops: He would have 42 years at $2,000, and five at $5,000. You 
see, this blends in completely. 


Mr. Munro: Say the man is 60; he would be reduced. You would Hace 
some reducing factor in there. Under the present plan, if during the 10-year 
transitional period, to take the case of a man at $5,000, when the plan comes 
into effect he is, say, 64 and only contributes for one year. He has earned 
$5,000 for the 10 years previous to that, he has average earnings over the 
10 years of $5,000, and for the purpose of that one year his benefit would be 
$500 under the present plan. 


Mr. Woops: Yes. Under mine it would not be. In other words, he gets one- 
tenth. Your man gets one-tenth of 25 per cent of his average earnings. 


Mr. Munro: Right. 
Mr. Woops: 24 per cent. 
Mr. Munro: Yes. 


Mr. Woops: You are saying $5,000. Work out his average earnings if he 
only contributed one year before retiring, and taking 47 years for his retire- 
ment his average earnings would be 46 times $2,000 plus once times $5, on) 
divided by 47 years. 


Mr. Munro: What would that be? 


Mr. Woops: Do you think I am an I.B.M. machine? It would be a little 
| over $2,000. In other words, he would get a little over $2,000 instead of 23 
| per cent of $5,000. Even that is an awful lot more than his one-year contri- 
bution. A similar man earning $3,000 would get almost the same amount. 
Under this system he could only get 60 per cent of your man earning $5,000, 
and that is inequitable. 
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there would be a larger benefit. “Hh 


These things, once you start them, tend to grow like Topsy. I do not regard 
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Mr. Munro: I was coming to the Seah Ne that in the transitional peric d 


Mr. Woops: No. The whole principle of continuity is an eemeed funds 2: 
mental of pension planning, and this will be completely continuous. 


Mr. KNow.es: Mr. Chairman, I have already expressed my interest in 
Mr. Woods’ proposal and my appreciation of his support of certain principles 
which are common between his proposal and the basic ideas of the plan. But I 
think Senator Croll has asked an appropriate question. Is not there a pitfall 
somewhere? I think there is one, despite the fact our friend the witness does 
not see one. Maybe this is a difference in philosophy. As I see it, this is the 
pitfall. Your scheme brings many people or brings some people down so far as_ 
their benefit under the Canada Pension Plan is concerned. In fact, for 47 years 
it will bring down everybody whose income in this period after 66 was above 
the $2,000 figure, or whatever flat figure we set. 


Hon. Mr. Crouu: That is correct. a 


Mr. KNowLuss: It will bring some people dewn. In fact, it will bring every-_ 
body down, if I may repeat it, who in the period of actual contributions was 
receiving an income higher than the average figure we set for past service. a 


Mr. Woops: Yes. 


Mr. KNOWLES: The other side of the coin is that your scheme does not bring 
everybody up. 


Mr. Woops: All you have to do is increase your 25 per cent to 30 per 
cent and bring some up and some down. ‘ 


Mr. KNoWLES: You scheme, as far as the Canada Pension Plan is con- 
cerned, does not bring anybody up. You could save money, so we could make 
a decision, if we saw fit, to bring some people up. 4 


Mr. Woops: I think we are all venturing into the unknown. I do not think = . 
any witness, including myself, and I very respectfully submit neither do you ~ 
know precisely what we are getting into. We are starting something new. 


this as being too bad a feature, that we start the plan up at a little low 
level than we have done. The first version of the Canada Pension Plan was | 
lot lower than this. The first version put forward by the Government was a 
lot less than this. This is far more generous than the one criticized a year 
ago. I do not regard the level of benefits you set as sacrosanct. I am trying to 
get into it an element of national and not private pension planning. If the 
benefits do come a little further down below, I do not regard it as a defect. 
I do not regard the levels they have already set as something below which — 
pon ties cannot go. 2 


Mr. Know ss: I do not regard as unfair Mr. Woods’ comment that no one 
knows what we are getting into. 4 


Mr. Woops: I say that with due respect. | 


Mr. KNOWLES: I think that is a fair comment. There is not a doubt in the 
world that over the course of the years we will me making amendments to. 
this plan to try and improve it, but I do think, with the same respect you have 
shown for us, that the coniment I have made stands up and we have to look 
at it in those terms. As a matter of fact, it was your purpose to resolve the 
disparity by bringing down the benefits under the Canada Pension Plan in 
the earlier years. You were good enough to say you thought some of the 
savings effected thereby should be used to take care of the lost generation a1 id 
increase old age security, and that sort of thing. But as far as this ingenious 
formula of yours in connection with the Canada Pension Plan itself is co n 
cerned, is not my suggestion correct, that it brings many down to a low ver 
at de but it does not in itself bring anybody up? e 


a 
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Mr. Woops: The ones 60 years and over, if you care to extend your group. 


a Mr. KNow es: That is only if you are prepared to accept the ancilliary 
provisions i in the last paragraph. 


Mr. Woops: That is completely supplementary to my main concept. If 

that is completely out of the picture—and I did not bring this thing in for that 

particular purpose—if you are concerned with bringing everybody down, the 

_ answer, I believe, is to increase the 25 per cent to 30 per cent. I am not advocat- 

ef ing it, but I think it would be a much sounder method to take my suggestion 
and increase the 25 per cent to 30 per cent and bringing somebody down and 

" somebody up, to get a more corresponding level than leaving the formula 

as it is. 

. Mr. KNOWLES: We are not very far apart, if the supplementary feature 
Bis included in the provision. I do not think I could buy it if-it brought some 
Bown and did not bring anybody up. If the serpent in its entirety was 
put forward to use the savings to bring some up. 


Mr. Woops: I was looking for a principle. I Keaaey: forward a principle 

: I think you should follow. How you give flesh to that is a matter for you to 

decide. In other words, the principle should be followed, and if you brought 

everybody down and found that was wrong, you could correct that by increas- 
ing the percentage. 


4, 
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ae Mr. KNOWLES: In terms of the principle or philosophy, I was interested 
:. your remarks some minutes ago—I believe it was also in answer to Senator — 
- Croll—to the effect that at one of the pension conferences this question was 
_ asked and the reply you got was that your proposal did not meet the phili- 

_ sophy of the other people. I think you said you were not quite sure what that 
_ philosophy was. 


° Mr. Woops: I was, and I thought it was false, because it was the philosophy 
of the private pension plan, which is out of place in your national planning. 
It is against the philosophy of the private employer to introduce this because 

it does not produce large enough pensions for his executives, and he has to 

give them pensions proportionate to their earnings, even though they only 
pay a minor part of it, because when they cease to be valuable to him the 
| employer, in a cold-blooded corporation, wants to be able to say, “You must 

retire now” and there are no hard feelings. They want to give $70,000 to, a. 

man earning $100,000 a year, the man earning $10,000 a year, $7,000, and 

aman earning $5,000, $3,500. They give far more to the man earning $100. 000, 

| who needs it least, but they have to for their purposes, to be able to retire 

| people. That is the answer which was the pitfall, if you like, but it is not the 

- philosophy you should be following. 


My Mr. KNowLes: Let us stick with the area in which we are operating. 
| We are not providing under Bill C-136 any pension credits for income beyond, | 
) m5, 000. 
Mr. Woops: Yes. 

Mr. KNOWLES: So the $100,000-man gets no more. than the $5,000-man. 
Mr. Woops: Yes, I illustrated to the principle. 


Mr. KNOWLES: I agree we should look at the principle and the philosophy. 
[ agree there is validity to the principle you have put forward tonight. But 
n’t there also some validity to what I think is the philosophy behind Bill C-136, 
“namely that it is reasonable to relate the earnings related pension of a public . 
‘pension plan to the earnings that a person actually had in his last years of 
| employment? Isn’t that the reason for the 10-year transitional period? 
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Mr. Woops: All I am saying is that the proportion should be a proportion 
of the pension plan related to the years during which he contributes. 

I don’t see the justification for two people both 55, one getting $3,000 and 
one getting $5,000. The $5,000 man only contributes $900 and in effect he gets 
a pension worth something like $16,000, so that the excess of the value of 
the benefits he gets over what he contributes is $15,200, whereas the man 
earning $3,000, who I assume needs public support more than the other one, 
is only going to get less than 60 per cent of that. 

Mr. KNOWLES: I agree with this approach to a more egalitarian basis, but 
may I point out two things: one, that this is part of a two-stage plan so that 
the difference is mitigated somewhat when you add old age security in both 
cases; and the other comment I make is that I have a little lurking fear. I 
realize you say that the rates in this bill are not sacrosanct, but I have 
a little lurking fear that if we start off with less than what we are now ~ 
providing, it is going to take us just that much longer to get the pension 
up to adequacy. 4 

Mr. Woops: As I say, that is very much so. Once you accept this, the © 
answer is very obvious. However, there is nothing sancrosanct in 25 per 
cent either; it could be made 30 per cent. And, if you want to spend the same 
amount, the actuary departments of insurance companies could easily calculate 
what it would be on this new insurance and give you a cost, and you would 
have brought the pension up to an adequate figure, for those who need it more 
than others. i 

Mr. KNOWLES: I will quit on the welcome note that it is possible on any 3 
scheme to improve it as you go along. 

Mr. COTE (Longueuil): After Mr. Knowles’ remark that your plan would — 
not give any more to anybody, but would take some off some people, suppose 
that instead of using that $2,000 average as a ceiling you would give the — 
$2,000 to everybody, even the people who did not earn that much? 

Mr. Woops: I had mentioned this as a possibility, but here you have the | 
problem of the farmer and the farmer’s wife, and the problem of people earn-— 
ing $500 a year. Where do you draw the line? a 


Mr. COTE (Longueuil): Would it not be just as hard to find an average | 
of those low income people? An average of that earning period? 


Mr. Woops: You have no greater problem for the future than under the 
present plan. You work out the average over the period that saetse plan would ey. 
work it out on as it is now, and you only apply this if that average exceeds the — 
ideal figure, where the average is less than you have already, aad then you” 
leave your present plan completely changed. 


Hon. Mr. CROLL: Don’t let me put words in your mouth, Mr. Woods, but 7 : 
understood you to say—and correct me if I am wrong—that this formula _ 
responds to national planning. I think you were saying that, were you not? 


Mr. Woops: Yes. 


Hon. Mr. Crouu: Yes, then how do you reconcile national planning, Mr. 
Woods, with nothing for the people over 70? . 


Mr. Woops: I don’t. That is why I suggest that those of the forgotten gener- 
ation are those for whom you should Ae more. 


Hon. Mr. Cro.tu: Are we not going to some length to do that under the 
present plan? Any suggestions you make are outside anything we have got at 
the moment, so that we are bound to do something for them. Whatever that 
may be I Meni know; but at least nothing in your formula helps them and you 
don’t suggest it does. I just wanted to be clear. is 


it: 
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b, a actually would blend much beter with my formula than it would i the 
- formula of this plan. 


Hon. Mr. Crouu: You say that under your formula it would be a closer 
blend. There would be less of a differential? 


q Mr. Woops: Yes, in people born in 1900, 1910 and 1920—if you raise 
_ the people over the age of 70 by a flat amount. 


i Hon. Mr. Crouu: Play with a couple of figures as examples, please, if 
i you can, Mr. Woods. 


Mr. Woops: Well, on the basis we have mentioned, the man who is 64 
meecer this plan and contributes for one year, if he earned $5,000, he would 
get 23 per cent of $5,000. Under my formula, if $2,000 was the figure, he would 
get 24 per cent of $2,000. That is another $50 a year. 

v Mayhe he needs a bit of support as well, but I don’t know how far you 
_ are going to bring your people aged 70 who are getting nothing out of this 
_ plan. You have to tell me what you are thinking of adding to them first 
_ before I can show you the continuity. 


Hon. Mr. Crouu: There is evidence before us by some very knowledgeable 
people here who are many years in the social security field, and they have 
_ indicated that there is a strong feeling that $5 a month for each year up 
_ would do; there has been some good evidence on that. 


yi Mr. Woops: It is a very, very difficult problem. I mean it is very difficult 
to think these things out because they are very far-reaching. I am quite 
- sure, though, that if you are going to increase your people aged 70 by a flat 
amount, that this blends much more easily into my own formula here which 
does give a flat amount for all past services. 


Hon. Mr. CroLu: That is the only way we could increase it to those over 
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20. 
i Mr. Woops: Yes, and therefore if you want to do that it will blend in far 
- more harmoniously with my formula than it will with the present formula. 
_ That I can assure you, because I can see the principles involved without any 
difficulty or doubt. 
Sp, Mr. Muwro: Just one supplementary question to what Mr. Knowles 
was asking, which was a very interesting question. Mr. Knowles stated that 
one thing about this plan is that it does not add anything to the context of 
the present Canada Pension Plan, but it takes away. 

Now, would this be correct? Take a man with an average income of $5,000 
- ayear and you set a maximum flat rate at $4,000. This would not take anything 
away from anybody earning an average income of $4,000 or less, but it would 
‘ie take away from the $4,000 to $5,000 area. 
{ Mr. FrRANcIsS: Yes, for a period. 
m) Mr. Woops: That is right, for a period. 


Mr. KNow Les: But, again, it would not bring anybody up from below 


_ that. 
Mr. Munro: But by increasing the flat rate you do not take anything 
away from the people underneath that flat rate. 
i Mr. Luoyp: You don’t do anything for that vast number of people who 
are supposed to be unfortunate. 
ae Mr. Woops: The answer there is within the same cost figures that you 


are talking about now. By using this and using 30 per cent you can rearrange 
ae, 21753—7 
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it so that this unfortunate group you are referring to are given more under | 
this plan than under the other only to the detriment of the people earning — 
$5,000 or more, who would get the less amount. You will bring up the pensions 
of those who need it most to the detriment of those who don’t need it quite 
as much. 


Mr. Luoyp: This is only for a transitional period you are proposing. 


Mr. Woops: This will go on and gradually merge and, if the plan never 
changes, it will only end 47 years from now. 


Mr. Luoyp: It will eventually end. You eventually work yourself out 
OF Mt: 


Mr. Woops: That is right, but that is what happens with every plan. 
When you institute the plan, when the youngest new member comes in the 
effect of the initial stages disappears, but not until then. 


The CHAIRMAN (Mr. Cameron): What effect would it have on the funding 
principle if we gave consideration to allowances for people over 65? 


Mr. Woops: I do not know. Obviously it would be a very material cost 
because they would be entering upon their pensions immediately and, of 
course, the effect of the force of interest is to cut down on the value of 
pensions which are to be deferred many years hence. I will say it would add 
materially to the plan, and consequently may force the plan on to a pay-as- 
you-go basis. | 

The CHAIRMAN (Mr. Cameron): Are there any more questions? Is every-~ 
body satisfied? May I then ask somebody to move a motion of thanks to Mr. — 
Woods? : 

Mr. Munro: I so move, Mr. Chairman. Thank you very much, Mr. Woods, ~ 
for a most enlightening contribution. I am sure we all appreciate it very 
much. | 

Mr. KNOWLES: I second the motion, Mr. Chairman. ' 

The CHAIRMAN (Mr. Cameron): All those in favour? Carried. 

Mr. Woops: I should like to say that this has been a most interesting 
evening for me as well. 

The CHAIRMAN (Mr. Cameron): I am sure, Mr. Woods, you must have f 
realized how much we have enjoyed it, and also the keen interest we have — 


taken in your presentation. The commitee will meet again tomorrow morning ~ 
at 10 o’clock. 
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APPENDIX Al13 


THE E. B. EDDY COMPANY SUBMISSION TO THE JOINT COMMITTEE 
OF THE SENATE AND THE HOUSE OF COMMONS 
CONCERNING BILL C-136 | 


(January 6, 1965) 
Gentlemen: 


The E. B. Eddy Company submission will be brief and, for this reason 
alone, should be welcome. Much has been said in both Houses and before this 
Committee, and the discussions will continue. 

It is not within our competence to examine the actuarial soundness of Bill 
C-136. Experts from the departments have prepared the many tables relating 
to it. These, and the arguments supporting them, are being critically reviewed 
by those more capable of doing so. Therefore our comments will be of a gen- 
eral nature. 

We believe that the members of both Houses and Provincial Governments 
feel themselves to be committed to a pension plan essentially as tabled. There- 
fore, anything we have to say will not be rewarded by fundamental alterations. 
Nevertheless we, being substantial employers and a segment of an important 
industry, should say our piece. 

We have a pension plan, fully funded and providing recognized and appre- 
ciated benefits to our personnel. If we were to consider major changes, requir- 
ing broader coverage and benefits not previously considered, we would not 
devise an additional pension plan. Our approach would be to alter the one we 
have. We would see no reason to complicate administration, greatly adding to 
its costs and problems. It is our opinion that this viewpoint would not be un- 
common among others (business and financial houses) attempting to improve 
their pension coverages. We have felt that the sponsors of Bill C-136 could 
have, with justification, misgivings as to the need for a unique and separate 
plan. 

Canada now has an old age pension scheme. This could have been en- 
larged, made more encompassing, providing at the same time simplicity of 
structure, which would lead to its more ready understanding and acceptance. 

Judging from reported discussions on this Bill, we must anticipate great 
confusion on behalf of our employees, together with much difficulty and 
expense in reconciling the plan throughout our day-to-day operations. Ques- 
_ tions, correspondence, and detail will be massive. Those learned in the ways 
of finance and insurance have already demonstrated that the plan is not easily 
digested; and they have great experience. How, then, can we expect a man 
earning $600.00 or upwards to be clear as to what he should contribute, what 
he will receive, and when? It should not be overlooked that the cost of collect- 
ing from those in the lower income brackets might well surpass the returns. 

It is proposed that the cost of living index be used as an adjustment factor. 
If we were to argue against this principle, we would contend that there has 
| been a question in many minds as to the appropriateness of the items compris- 
ing this index. These have been changed in the past and might well be found 
an unsound measure in the future. Accepting the index as the best available 
guide, is it unreasonable to suggest that it also be applied to other items of 
livelihood; for example: bond and bank interest, other pension plans, rents, 
prices, wages and salaries? The list could be expanded, but perhaps we have 
| made the point. . 
Governments have a responsibility to provide freedom from want for the 
/aged and troubled. Beyond this, individual initiative and foresight should be 
‘encouraged. Man has always saved seed grain for next year’s crop; he stored 
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vegetables and cut wood to tide him over the winter; otherwise he suffered. 
These principles are as sound Lore, as ever and his eyes should not be diverted 
from them. 


We make these further comments: 


- one province and report to work in the other, while some of our employees 
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1. Demand for refunds will be heavy, caused by two employers in 
the one year contributing more than an employee should pay. An em= 
ployee can obtain a refund, and presumbaly there will also be redress 
for the employer. However, money will be paid which both parties know 
is not due; and will be returned in time and at expense. Much of this 
will be collected from those least able to part with it. Couldn’t a method 
be devised preventing overpayment? An exchange of records would be 
practical. 

2. The problems of integration are treated much too lightly in th 
Government White Paper. Consultants and our own experience warn us 
that there will be considerable grief. \ 

3. Our mills are situated in two provinces, Quebec and Ontario, 
separated only by the Ottawa River. Many of our employees reside in 


are frequently transferred between the two provinces during their 
engagement. k 

Due to our unique location, we are immediately and dramatically 
affected by any loosely defined areas in Provincial or Federal Acts. Over 
the years we and our employees have experienced much inconvenience 
and, at times, encountered significant duplication of assessments because 
more than one jurisdiction was involved. 


A clause in Bill C-136 illustrates one of the difficulties we foresee: 


“Item 4, Parts (1)-(4), exempts from certain provisions of the 
Canada Pension Plan, those employees in a province providing a 
comprehensive pension plan. It prescribes that the identity of an 
employee in a province providing a comprehensive pension plan is 
to be determined by the location of the establishment of his ena 
ployer to which he reports for work and indicates that where the 
employee is not required to report for work at any establishme ¢ 
of his employer, that he shall be deemed to be employed in the 
province in which the establishment of his employer from which his 
remuneration is paid, is situated.” q 


This very definition was originally prescribed to identify those em- 
ployees who would be subject to Ontario or Quebec personal income 
taxes. Subsequently, after two years of confusion, this definition was 
proven to be completely inadequate and it was belatedly abandoned in 
favour of identity by reason of residence in a province on the last day 
of the year. 

Presumably, this latter means of identification should be adopted, 
from the outset, by the Canada Pension Plan, for the determination of 
employees employed in a province providing a comprehensive pension 
plan. | 

4. If there are distinct Federal and Provincial plans adminis 
under separate jurisdictions, the Federal Government should act as 
interested party in reducing to the barest minimum conflicting or rough 
defined provisions. 

5. The problems of integration are multiplied in our case, partion 
if the Federal and the two Provincial Governments have individual pia ns 
even though they be similar. 

Admittedly, such situations as ours are rare, but this point dene ve 
attention or complications, which might take years to adjust, will develo, 

. 


+ 


All of which is respectfully submitted. 


_ CANADA PENSION PLAN 1159 


In any event, our administrative costs will be considerably greater than 
_ for most companies. 


6. Administrative methods are, as yet, unknown and many of them 
in all probability have yet to be worked out. This comment might also 
apply to the plans which Provincial Governments have under considera- 
tion. It should not be too much to ask that the methods to be proposed 
be announced before Bill C-136 is adopted, thus providing for improve- 
ment in detail, if it is demonstrated that these would be in the interest 
of all parties. 

We leave to others discussions pertaining to: 

(a) The economics and actuarial soundness of the Plan. 

(b) The worth and dangers of accumulated funds. 

(c) The release and return of these from Provincial Governments. 

(d) The effect upon industry’s source of funds for expansion purposes. 

(e) The fact that we become a multi-pensioned people with federal, 
provincial, industrial programmes, plus annuities and other private 
undertakings. 


(f) The effect on export costs and the competitive position which we 
are urged to attain. 
(g) Pressures for adjustments, which inevitably will follow. 


(h) The whole field of integration with private plans, including labour’s 
attitude. 


(i) Long term effects of compulsory saving on the individual and his 
attitude toward the future. 


(j) The encouragement to rising costs, which a built in cost of living 
index might provide. 


THE E. B. EDDY COMPANY 
W. D. Moffatt, 


President. 
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APPENDIX Al4 
SUBMISSION a 


By The Canadian Pulp and Paper Association 
(15 January 1965) 
1. Introduction 


The Canadian Pulp and Paper Association appreciates this opportunity 
of commenting on the proposed Canada Pension Plan. a 

The pulp and paper industry is a major contributor to the Canadian 
economy. The industry produces an annual output valued at 1.8 billion dollars, a 
of which two-thirds are exports. It is also one of the leading manufacturing — 
industries in terms of employment, and almost all of the employees are cov-— 
ered by private pension plans which have been in effect for a number of years. © 
The pulp and paper industry therefore is closely concerned with the impact 
of the Canada Pension Plan both on the general economy and on existing | § 
private pension plans. ig 


2. Impact on The Industry 


Official reports indicate that the cost of the Canada Pension Plan will x 
rise from an initial level of 3.6% of contributory earnings to about 5.5% of 
contributory earnings by the year 2000. We must leave to those who have special 
actuarial knowledge any debate about the accuracy of these figures. We assume 
therefore that the figures are correct and indicate the order of magnitude of — 
increased costs, provided there are no major revisions in the plan as the years © 
go by. ae 

We also assume that our member companies will be able to integrate the 
Canada Pension Plan with their own private pension plans in such a way as 
to maintain a satisfactory level of pensions for their employees without signif- — 
icantly increasing the cost of the employees or the companies. A 

If the actuarial assumptions as to the cost of the Canada Pension Plats | 
are correct, and if the pulp and paper industry is able to achieve satisfactory — 
integration with existing private plans, the cost of the Canada Pension Plan © 
will not be detrimental to our industry. 


3. Necessity For Integration With Private Plans 


We believe that it is important that integration should take place. We rec- — 
ommend therefore that the Joint Committee consider making a. statement — 
that, where satisfactory private pension plans now exist, it is desirable that — 
the Canada Pension Plan be combined with the private plan in such a way — 
that there is protection of the existing level of benefits with no additional 
cost being imposed on the employee or the employer. We believe that such aa 
statement would make a valuable contribution to the formulation of public — 
opinion on the matter, and that it would be consistent with the announced ~ 
intention of the federal government to integrate with the Canada Pension 
Plan its existing superannuation plan covering civil servants. 


4. Reconciliation With The Provinces 


We would like to emphasize that it is essential that federal authorities 
seek full agreement with the authorities of any province opting out of the 
Canada Pension Plan. It is very important that, if a provincial pension plan 
is not identical with the Canada Pension Plan, there should be complete under-— 
standing as to the treatment of employees who move from one province to 
another. 
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Even for provinces which do not opt out of the Canada Pension Plan, 
careful reconciliation may be needed to avoid wasteful duplication with other 
provincial programs such as Workmen’s Compensation. 


5. Relation to Other Welfare Objectives 


There has been considerable opinion recently, perhaps inspired by con- 
templation of the Canada Pension Plan, that there should have been an over- 
all review of social welfare needs in Canada, with the intent of establishing 
an order of priority among such items as medi-care, education, and pensions. 
Each of these subjects has been reviewed by various commissions or indivi- 
duals, but without any attempt to bring them together and consider the total 
cost implications for the economy. 

It would appear, however, from the unanimous parliamentary acceptance 
of the principle of the Canada Pension Plan, that the order of priority has 


“now been established, at least insofar as the first choice is concerned. We 


believe that there should now be a pause until a complete review of the further 
social welfare objectives of Canada can be completed. We believe moreover 
that it is obvious that when such a review is undertaken it should have as 
the starting point for its economic analysis the implications already foreseen 
for the Canada Pension Plan. 


6. Control Over Adjustments to The Plan 


We stress the importance of stringent control over the ease with which 
the Canada Pension Plan may be altered in the future. Bill C-136 provides 
that no major amendment to the Act can come into force on a day earlier than 
the first day of the third year following the year in which notice of the inten- 
tion to amend the Plan is laid before Parliament. We recommend that the 
reference to “third year” be altered to “sixth year’, in order to ensure that 
at least one general election takes place between the time that the notice of 
amendment is given and the time that the amendment comes into effect. 


7. Advance Publication of Regulations 


We recommend that provision be made for public scrutiny of the Regula- 
tions which will be issued concerning the implementation and operation of the 
Canada Pension Plan (e.g. with respect to collection of contributions, payment 
of benefits, and the relationship between the Plan and any provincial pension 
plan). Such Regulations should first be published in draft form so that repre- 
sentations could be made to a committee such as this Joint Committee, or 
some other appropriate federal authority. This procedure would have the 
advantage of enabling employers to anticipate administrative difficulties, and 
it would provide an opportunity to prevent difficulties from arising. 


Four examples are: 


(a) The administrative costs of making payroll deductions on different 
bases for various purposes (such as the Canada Pension Plan, the 
Income Tax, Unemployment Insurance, etc.) are substantial. Per- 
haps a Regulation under the Plan could combine the collection of 
contributions with other payroll deductions? 

(b) An Administrative problem occurs from the fact that no deduction 
is to be made from earnings beyond the $5,000 level. In any pay 
period during which the $5,000 level has been reached a fractional 
deduction would be required, and no further deductions then would 
be made. Possibly there is a way to avoid the amount of record 
keeping which seems to be involved in this procedure. 

(c) There is some doubt as to whether contributions should be sub- 
mitted to the Canada Pension Plan or to a corresponding provincial 


company, moves from one Anes te: SRO ‘during the yeal 2 


In the case of an employee earning more than the year’s maximum 
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pensionable earnings, what proportion of the contributions is to- be 
submitted to each authority? ia 
(d) In the case of an employee who changes his erAnioumeat anhine the 
ae: course of a year, what proportions of his total contribution will 
CE tae be required to be made by each employer? This question is partic- 
3 a OF ularly relevant to woods workers in the pulp and paper industry. 
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age: 8. Summary s 
A «ST the costs of the Canda Pension Plan do not exceed those presently fore- 
- _ cast (ie. commencing at 3.6% of contributory earnings and reaching 
ietisst 


3 ibe 5.5% in the year 2000), and if our companies are able to achieve satisfactory 
oe integration of the Plan with their existing private plans, the costs of the Plan 
-__-will not be detrimental to the pulp and paper industry. a 


oi We recommend that: 4 
(1) The Joint Committee make a statement that integration of com-— 
Be pany pension plans and the Canada Pension Plan should be ex-— 

Byes an pected, y 
erie (2) There be at least five year’s delay between notice to amend the 
Bis Act and the amendment coming into effect, a 
aa . (3) The Joint Committee underline the importance of detailed agree ; 
ibe Une ment between the federal authorities and the provincial authorities 7 

: on the administration of their respective pension plans, 7 
Mah ty oo 4) ‘The regulations essential to the administration of the plan be 


Me . published in draft form, and provision be made for public review 
CS ae before they come into effect. % 
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a STATEMENT BY THE CANADIAN FEDERATION OF AGRICULTURE 

' Sirs: 

: The Canadian Federation of Agriculture has over many years favoured the 
institution of a contributory pension plan in Canada, and welcomes the fact that 
such a plan is now before Parliament. We hope it will soon become part of the 
Canadian social security system. 

On the introduction by the Government of Canada of the first Bill setting 
out a Canada Pension Plan, the Canadian Federation of Agriculture reviewed 
its provisions and made strong representations to the government and to Mem- 
bers of Parliament that the coverage of self-employed people, including farmers, 
should be on a compulsory, rather than on a voluntary basis. We are therefore 
very glad to see that the present Bill provides for coverage on this basis, and 
are gratified that in Parliament the Minister of Health and Welfare noted our 
organization’s position in this respect. It was our view, and still is, that with the 
passage of the years a system of optional participation would result in nothing 
but trouble and inequity, and that many of those most needing a pension income 
would find themselves altogether deprived of one, apart from the flat rate 
old age pension. 

It was the view of our Board of Directors, also, that there should be no 
lower limit below which self-employed people are not credited with pensionable 
earnings for purposes of future calculation of pension rates. For one thing, the 
logic of the ‘‘Year’s Basic Exemption” system, it seems to us, is at least that if 
a person earns only the amount of that exemption he should be credited with 
income for the year of the amount of the exemption, and not with zero, which | 
we understand is the way the plan works now. In short, we do not think there 
should be anyone who may not be credited with an income for pension purposes 
in any year. 

One other specific point we wish to raise has to do with the calculation 
of the pensionable income of self-employed persons. Section B of the Bill seems 
_to us to define income according to the terms of the Income Tax Act. We take 
it that this means that when a farmer adopts averaging, then his averaged 
‘Income will be, also, his income for pension purposes. If this is not so the Act 
should be revised to make it so. With the extreme variability of many farm 
incomes, there will be many farmers whose income will fluctuate above and 
below the maximum pensionable earnings figure. If averaging, for pension 

purposes, is not permitted, the farmer who experiences such fluctuations will 
certainly end up with a considerably smaller pension. 
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BRIEF 
Prepared by: R. C. Dowsett, Fellow of the Society of Actuaries. 
(December 29, 1964.) . 
FOREWORD 4 


i. 
i 


I was born and raised and now reside in Toronto. I am married and the 
father of three children. 4 
I graduated from the Honour Mathematics and Physics course, University of 
Toronto, in 1950; in 1954, I qualified by examination as a Fellow of the Society — 
of Actuaries. Since 1950 I have been employed by the Crown Life Insurance — 
Company in various actuarial positions. ‘ 
I have prepared this brief as a private individual, and I present it to the | 
Joint Committee on behalf of my family and myself. In making this presentation — pe 
I do not represent the Crown Life Insurance Company; I do not represent any ~ 
insurance industry trade association. The views expressed are my own, and I © 
present them as a Canadian citizen concerned about the future of Caneae and > q 
about the environment in which my children will live and work. 4 
It is my belief that actuaries—trained as they are in the various co-opera- — 
tive risk-sharing programs involving contingencies of life—have a good under- — 
standing of the considerations involved in social pension planning, and also have ~ 
a measure of social responsibility to speak out on government pension proposals. — 
It has been said that the criticisms of the Canada Pension Plan raised by 
actuaries, and by others employed in the life insurance and pension field, are 
just the “howlings of vested interests, concerned at the prospect of some loss of _ 
earning power’. This is unfortunate because many of these men are deeply © . 
involved with, and have wide experience in, the design and operation of a great . 
variety of pension programs, and other programs designed to ease the financial 
burdens arising from major events in life—parenthood, accidents, illness, unem-— 
ployment, retirement, and death. Their comments should be helpful. 
When, as peenoneible Canadians, these persons speak out on social welfare 
measures, their observations should be heeded! Surely we can expect some self-_ fi 
lessness and good social conscience in this group of Canadians. i 
The following brief on Bill C-136 has been prepared with these thoughts ing 
mind. a 


GENERAL CRITICISMS OF BILL C-136 


In its currently proposed form, the Canada Pension Plan would have some > 
very important advantages. Widows benefits and orphans benefits, provided on 
a modest basis, are desirable; also, some method should be found to increase the © 
total social pension available for some older persons under 70 years of age. 

However, the Canada Pension Plan has serious shortcomings as a social 
welfare measure because: " 

(a) While it would be established to provide needed extra income for — 
the aged, it would provide no additional income, in excess of Old Age 
Security pensions for those Canadians now over age 69 years, and it 
would provide no additional income for a great many Canadians un-_ 
der age 70 years who will not in the future make contributions to it. 


(b) It would involve the build-up of a so-called pension reserve fund the 
assets of which would be placed under the control of provincial gov- 
ernments; this would be ti:e object of much political controversy in 
the future. 


#* 
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(c) It would not be financed purely on a pay-as-you-go basis. 

(d) It purports to be a “contributory plan’ apparently giving a benefit 
refund to a contributor which has a value approximately proportional 
to his contributions, while in fact extensive cross-subsidies would be 
involved; the contributory principle is suggested ub not really fol- 
lowed. 

(e) The “contributory” aspect of the Canada Pension Plan—whether real 
or only implied—would make it very difficult for some future gov- 
ernment or governments to reduce the burden to be borne by the 
Canadian economy through reduction in benefits. 

(f) The long term combined tax requirements of the Canada Pension Plan 
and the Old Age Security program could prove to be a stifling burden 
for Canada. 


In the following discussion, these criticisms of Bill C- 136 are developed 
under five headings: 


I. What are the priorities for social measures requiring tax revenues? 


II. A social pension program related to wage levels need not be a 
“contributory” program. 

III. Some changes in the scope of the Canada Pension Plan—1964 
version as opposed to 1963 version—and comments on “Partial 
Funding”’. 

IV. Combined long-range cost estimates—Canada Pension Plan and 
Old Age Security Benefits. 

V. Conclusions. 


No discussion has been set forth concerning the advantages and dis- 
advantages of indexing (which may tend to promote an inflationary atmos- 
phere in the economy), disability pensions (which may prove to be very 
expensive to administer through government agencies, due to the lack of 
vitally interested claim supervision). 


I. What are the priorities for social measures requiring tax revenues? 


1. At the time of second reading of Bill C-136, Miss LaMarsh said ‘Our 
objective is to have as comprehensive coverage as possible’; and in testifying 
before the Joint Committee Miss LaMarsh said “I can say that all major parties 
in this country have said they believe in a comprehensive plan to apply to as 
many people as possible in this country”’. 


2. These statements indicate that the government holds the belief that 


many people in Canada live to-day on inadequate incomes; the government 


feels that a social welfare measure should be adopted to increase the incomes 


of those who need it. These seem to be reasonable and straightforward ideas. 
The government would seem to be primarily interested in raising the incomes 


of those who have difficulty existing on their present incomes—its interest 
is not primarily to provide increased income for all of the aged. 


3. Bill C-136 will not provide incomes in excess of the Old Age Security 
benefits for persons now over age 69 years. Why? Because of the plan design. 


4. If a newly adopted government plan doesn’t increase the incomes of 
some of the needy aged, and if such a plan does increase the incomes of some 
of the aged persons who do not need it, these anomalous results must flow 
from unavoidable elements in the plan design which are only left in as nec- 
essary evils in order to create an overall plan that will be acceptable. 

5. But are all the “evils’’ necessary? Are all these elements unavoidable? 
If we had a social pension scheme that did not build up such a large “reserve 


ea ~! 


ee 


| adequately demonstrated. But Bill C-136 would provide no answer for those 


aged and other ‘‘non-contributors”: How many of these persons realize that 


- of Business Administration, University of Connecticut, said—“‘About all of 


it, fails to grasp its basic purpose, does not recognize that it is a weapon of 
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fund’, it could pay Wereased incomes to some of ne cueent auare What : is 
the necessary social welfare or other program that is to be supported by : 
tax revenues, raised through the Canada Pension Plan, which are ploughed 
into provincial securities? Is the need for the programs that will be developed 
using these reserve funds, more pressing than the need for payment of incomes 
in excess of Old Age Security benefits to the current Canadian aged populaiona < 
What are these programs? What is the cost thereof? 


6. If all major parties want ‘‘a comprehensive plan to apply to as many 
people as possible in this country”, surely they will express this desire in 
strange fashion if they adopt Bill C- 136 which channels current tax dollars— 
raised in the name of the plan—into some provincial government development 
program rather than into increases in income for the current aged. ; 


7. In my examination of the Actuarial Reports on the Canada Pension — | 
Plan and the White Paper and other information, I have not been able to turn | 
up any studies of the numbers of aged in the current population requiring — 
additional income to maintain a minimum standard of living. It seems to be © 
utmost good sense to gauge the size of this need—define it—estimate its char-— 
acteristics—forecast its future development—before undertaking a mammoth 
program which purports to eventually fill that need. But where are the detailed ) 
statistics which indicate that the Canadian aged population of today is living q 
to some degree in want? Shouldn’t the Committee see these? It must be true i 
that some of the aged are living in want—but how many? The whole reason r 
for increased social pensions disappears if there are no substantial numbers ~ 
of the current aged population in need of more income to reach a modest 
standard of living. 

8. Let us assume that the studies do exist and that the need can be 


in the aged population today! It would only provide an answer for those who 
retire in the future; and even then, not for all the future aged. What about 
the women who eee for only a short number of years? What about those 
persons who are already out of the labour force at younger ages? Are these 
persons not going to be found in the ‘“‘needy category” in the future? ‘a 


9. Another point with respect to the abandonment of the current Canadian iS 


the Canada Pension Plan will provide nothing for them in excess of Old Age 
Security benefits? Too few, I fear. There is no denying that Bill C-136 is 
extremely complex, but there are some basic simple truths in connection with 
it that have not been publicized and recognized straightforwardly by the 
government supporters of the plan. It is sometimes argued that the Canada — 
Pension Plan is much like the United States Social Security program and that 
it is therefore perhaps acceptable. In this connection the following quotation Mi 
is offered: on May 14, 1963, Laurence J. Ackerman, Retired Dean of the School 


this, I have one overriding concern. It is the fact that our American public 
knows so little about our Social Security system, misunderstands so much of 


social policy which could change so many basic tenets and habits of our 
society. In a Democracy, rule by the majority is an accepted principle; but 
just as crucial is rule preceded by adequate debate, a complete set of facts and 
judgment based upon mature consideration. While we may disagree with the =: 
decisions of the majority, we must accept and live with them if we believe | in 
democracy, but we should have the consolation that everyone had access to 
all the information and the decision was a fact-based conclusion.” ee 
Again we must ask—do those voting Canadians who will receive no wage 
related Canada Pension Plan benefits realize this fact? . 
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10. Bill C-136 employs a 10 year transition period during which the benefits 
" received by retiring employees increase to 100% of the ultimate level. This 
means that a person retiring at the end of the 10 year period would enjoy 
i benefits calculated in accordance with a formula which is comparable to the 
i" formula employed for a contributor retiring at any date beyond that time. This 
_ does not mean however, that the whole plan would be fully matured at the 
end of the 10 year period. There would still be many Canadians in the retired 


population not receiving Canada Pension Plan benefits. Looking at the whole > 


- population, the Plan would not “mature” for possibly 35 years. At the end of 
- that time, there would be few Canadians living who had not had a chance to 
receive the ultimate level of benefits. The corollary is there for us to consider 
-also—within the 35 year period there would be aged Canadians who would 

not be in receipt of the ultimate level of benefits. Quoting from the Report on 
_ the Economic Implications of the Canada Pension Plan: ‘‘the Old Age Security 


benefit payments will continue to exceed those of the Canada Pension Plan — 


until after 1985’’. 


11. If the Canada Pension Plan is good, and the benefits worth-while, | 


why should we wait for 35 years before the whole plan is brought to maturity? 

It has been argued that we cannot afford to pay the full benefits now—that we 

must grade into it slowly over a period of years. But Bill C-136 calls for the 

collection of substantial funds to be used in other ways during the maturing 
-process—a partial funding. So it would appear that we could afford a much 

faster maturing process were it not for the apparent greater need of the other 
programs, albeit provincial programs, requiring the extra funds. Common 
sense would seem to indicate that these programs must be compared with a 
- detailed analysis of the income problems of the current aged population before 
_ the legislators can properly decide to channel tax dollars to one place instead 
of to the other. 


12. Miss LaMarsh has indicated she thinks it would be irresponsible to 
double current Old Age Security costs in order to give $100 per month Old 
Age Security pensions at age 65; it would be a greater irresponsibility to incur 
approximately the same cost and to ignore those in the current population 
over 69 years, and to ignore the other members of the population who are not 
attached to, and will not ever be attached to the labour force. This irresponsi- 
bility is inherent in Bill C-136. 


II. A social Pension program related to wage levels need not be a “contributory” 
program 


1. It has been argued that the flat-benefit Old Age Security pension program 
doesn’t solve the social problem adequately because there are wide variations 
in the income required in various parts of Canada to provide a modest living 

_ standard. Further it is argued that the way to correct this problem is to relate 
some part of the total social pension to the various wage levels in different 
parts of the country, on the assumption that in this way needs will be more 
adequately met. 


; 2. The question is then ‘How can we effect this relationship of social pen- 
sions to wage levels?” One answer is as follows: base a part of a citizen’s 
social pension upon his own “reported earnings”. Following through this line 
of reasoning it seems natural to adopt the contributory principle—that is, a 


_ principle under which a citizen receives benefits bearing some relationship. 


to the portion of “‘reported earnings” he contributed (i.e., his ‘“‘contributions’’). 
1 _ Then it seems logical to require a maturing period in order to build up some 
i ictory of record of contributions so that we can pay back to the citizen benefits 
i related to those contributions. But this contributory principle brings with it the 
“ i 
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awful problem of the ignored citizens—the current aged and others who cannot 
make contributions. 7 


3. Is there another answer to the question? Could we find a better way to | 
relate extra social pensions to wage levels, without adopting the contributory > 
principle? If it were possible to relate total social pension benefits to wage 
levels in various parts of Canada, this would solve the social problem. The ~ 
denial of the contributory principle seems acceptable to Canadians—certainly | 
it is not evident in the Old Age Security Act. : 


4. Here is a solution: Increase Old Age Security payments in the different — 
parts of Canada by an amount which is based on the various different wage — 
levels in those different parts of Canada. The Income Tax base (now $3,000) — 
for the Old Age Security Tax could also be increased by varying amounts in 
the various parts of Canada. A detailed study of income problems of the current — 
aged population—province by province—should indicate the required varia- 
tions. 

5. One might argue that it is not politically sound to provide larger social 
pensions to citizens of some parts of Canada than to citizens in other parts of © 
Canada. But this criticism can be levelled at Bill C-136 as well... even © 
more so. Surely it would be easier to overcome the objections raised because ~ 
Old Age Security pensions are made to vary from province to province, than it — 
would be to handle the social problem that would remain under the Canada — 
Pension Plan resulting from the lack of attention to non-contributors. 


6. Bill C-136 calls for variation of the monthly Old Age Security in the © 
future to reflect changes in the “‘subsistence level” needs. This variation would — 
be effective for both Canada Pension Plan contributors and non-contributors. — 
This seems anomalous when there is no attempt to increase the pensions of all ~ 
non-contributors to reflect provincial variations in wage levels. The whole con- — 
cept of Bill C-136 is geared to varying benefits; for instance, the Plan would give - 
the Newfoundland fisherman a total social pension which would cover his basic 
needs adequately, while at the same time it would attempt to give an industrial q 
worker in Toronto a different total social pension which would cover his basic 
needs just as adequately—larger benefits for the Toronto industrial worker. — 
However, the wives of these two men have differing basic needs as well, and — 
yet—if they are attached to the labour force during their working lifetimes for — 
only a short time or for no time at all—the social pensions that the two women ~ 
will receive will be just about the same, and equal to the Old Age Security — 4% 
Benefit alone. Why should the benefits payable to the women not be varied in 
proportion to wage levels in the areas in which they live? 

7. If social pensions were handled as a matter of right under the Old Age 4 
Security pay-as-you-go approach, without the contributory principle, but with 
total benefits per person (including wives) varying by province, the need would ~ 
be met in a much better way. 

8. Adoption of the contributory principle in social pensions is most un- 
desirable because of the difficulty it creates for future governments. Once the 
citizens believe that they are contributing to a plan under which they will © 
individually get back benefits with value equal to or in excess of the contribu-— 
tions made, then the government of the future can reduce the benefits promised — 
only under the most dire circumstances, without losing the confidence of the © 
voters. Consequently, if the cost of the benefits grows above the cost forecast 
at the outset, and increased taxation to meet the benefits cost is a necessity, 
then to satisfy the workers of the day who are to pay the increased tax, no 
diminution of future benefits for them can be contemplated. ‘ 


9. For a private pension plan, the contributory principle is most desirable; 
for a public pension plan it is anathema. In a private plan, the equity principle 
vy 
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must be followed, but in social pension planning the guiding principle is—or 
should be—adequacy. 


III. Changes in the scope of the Canada Pension Plan—1964 version as opposed 
to 1963 version—and comments on “Partial Funding” 


1. The Canada Pension Plan outlined in Bill C-136 differs markedly from 
the proposal covered by the Actuarial Report of August 30, 1963. It is enlighten- 
ing to examine the differences, in terms of the cost estimates set forth in the two 
Actuarial Reports. 

2. Under the original Canada Pension Plan, the contributory earnings upon 
which contributions were based, consisted of the first $4,000 per annum. Initially, 
contributions were to amount to 1% from employer and 1% from employee, of 
contributory earnings. In the cost estimates for the years 1965 through 1974 three 
items were considered separately: 

Item $ 1—the $10 per month addition to the Old Age Security benefit 
was estimated to cost: .89% of contributory earning in 1966; .74% of 
contributory earnings in 1970; .62% of contributory earnings in 1974. 

Item # 2—the optional early commencement of the $65 per month 
Old Age Security benefit (reduced amounts) was estimated to cost: 1.23% 
of contributory earnings in 1966; .79% of contributory earnings in 1970; 
.52% of contributory earnings in 1974. 

Item + 3—earnings-related benefits were estimated to cost: .02% of 
contributory earnings in 1966; .25% of contributory earnings in 1970; 
.73% of contributory earnings in 1974. 

Totals: 2.22% of contributory earnings in 1966; 1.84% of contributory 
earnings in 1970; 1.92% of contributory earnings in 1974. 


The Total Benefits Cost varied little from the 2% level. 

3. No longer does the Canada Pension Plan concern itself with flat increases 
in the Old Age Security benefits. The Actuarial Report dated November 6, 1964 
does not deal with the cost of Old Age Security benefits. The $10 per month 
increase in the Old Age Security benefit—effected in the fall of 1963—-was 
provided for through tax increase of 1% in taxable income up to $3,000. So, 
having dealt with that item separately, the old Canada Pension Plan proposal 
would—if nothing else were changed—involve benefit cost estimates of 1.25% 
of contributory earnings in 1966, dropping to 1.04% in 1970 and rising again to 
1.25% in 1974. 

4. The redesigned Bill C-136 is not nearly as generous with the options 
for early commencement (at reduced levels) of the basic $75.00 per month 
Old Age Security benefit as was the original plan. While the 1963 Canada 
Pension Plan allowed for early commencement of Old Age Security reduced 
benefits for all citizens in 1966, aged 65 years to 70 years of age, Bill C-136 
allows only 69-year-olds to take optional early pension in 1966, 68 and 69- 
year-olds in 1967..... persons aged 65 to 69 in 1970 and thereafter, can take 
optional early income. Obviously, this change will reduce the 1966 through 
1970 costs of the early commencement of income provisions. 

5. It is interesting to observe that in the second Actuarial Report there 
is no mention whatsoever of the additional cost resulting from payment of 
reduced Old Age Security pensions at ages 65 to 69. While this is not a cost 
item connected with the wage-related benefits, it is a cost item flowing from 
Bill C-136, just as the cost of early commencement of the $65.00 per month 
Old Age Security benefit was a cost flowing from the original Canada Pension 
Plan proposal in 1963. Why was there no estimate given in the 1964 Actuarial 
Report for the cost of early commencement of Old Age Security pensions (at 
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reduced level)? In the mabe Baha on ake Canada Pension Plan there is th 
following statement: “The adjustment cost of making this choice available 
will be financed by the existing rates of tax for Old Age Security”; but ° a 
cost should be known by the Joint Committee and the public! 

6. If we were to assume that the cost of Items No. 1 and No. 2 in the 
original Canada Pension Plan proposal were handled either by other taxes 
or by reducing the benefits, the original Canada Pension Plan proposal would 
be left with benefits estimated to cost 02% of contributory earnings in 1966, 
rising to .25% in 1970, and rising to .73% in 1974. 
(See 2. above). 


7. These changes are in the direction of reducing the immediate ‘benefits 
available from the Canada Pension Plan (and also reducing the tax dollars 
which must be paid out immediately in benefits); these changes effect an in- 
crease in the portion of “contributions” which may be retained by the gov- . 
ernment. 

8. In the building up from this stage to Bill C-136, Disability Pensions, 
Survivors Pensions and Death Benefits were added. Based on the new defini- 
tion of Contributory Earnings, and using the November 6, 1964 Actuarial Re- 
port figures, the estimated costs of these items, eb peccod as percentages of 
contributory earnings, are: 

MT aMUN La Cue net yh rigs. secre hawk Tol nil 
In 1970 — either .37% or .26% 
In 1974 — either 1.06% or 1.03% 


depending on the assumption of a 3% or 4% Annual Rate of Increase in 
Earnings. Corresponding Bill C-136 Age-Retirement Pension Cost estimates 
are: 
Hea OG OIC Rts Cini k eat eo hie kale « nil ss 
In 1970 — either .21% or .21% 


In 1974 — either .94% or .72% 


These latter figures are very close to the corresponding figures for the wage- 
related pension costs under the original 1963 proposal. (Item No. 3 in 2, above.) 

9. But Bill C-136 would call for the tax rate to be increased and the tax 
basis changed so that now total contributions are 3.6% of annual earnings 
over $600.00 and up to $5,000 per year. So the early benefits available would 
be reduced, the $10.00 per month Old Age Security benefit transferred out of 
the Canada Pension Plan consideration (to be paid for by other taxes), and at 
the same time the tax burden would be increased for many people. And al 
this is done to raise a ‘Partial Fund”. a 

10. Is there anything good about a “partially funded” plan? In the United 
States it was originally felt that the Social Security System could be fully 
funded. However, in the early deliberations on the plan it appeared that th is 
was not feasible and a partially funded approach was adopted. Now, aftel 
many amendments the plan has become a pay-as-you-go plan. A partially 
funded plan is neither fish nor fowl, and because there is no formal and na- 
tural relationship between the fund and the plan benefits, this relationsh ip 
can be changed too easily as a result of political pressure. To attempt funding 
for a social plan is to ask for political controversy; look at the changes that 
have been effected in the United States Social Security Act—amendments if 
1939, 1946, 1950, 1952, 1954, 1958, 1960 and 1961. These are the anendaam 
which have passed. There have been literally hundreds of bills introduc 
which for one reason or another have failed to pass. 
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11. In 1954, as an actuarial student studying the social pension plans of 
both Canada and the United States, I was proud to be a Canadian when I read 
the comparisons drawn between the United States Social Security program—an 
expensive attempt at a contributory partially-funded plan— and our own 
effective pay-as-you-go Old Age Security plan. 


12. The build-up under Bill C-136 of a partial reserve fund has been ex- 
plained as one of the results of compromise between the views of the Federal 
Government and the views of the Provincial Governments. Miss LaMarsh 
testified before the Joint Committee on Wednesday, November 25th saying 
“The Quebec view was always very candid about the fact that it was moved 
by two considerations. The first was to provide protection to its citizens by a 
pension plan, and the second was to provide a fund for the development of 
its province’. It is unreasonable for the Federal Government to adopt a 
massive federal program which may create unwieldly problems 20 years hence 
for the whole of Canada, when that program has a major defect—the creation 
of a fund—which the Federal Government appears even now to recognize as 
a defect. If Bill C-136 were passed, the federal Members of Parliament could 
not escape the responsibility for enmeshing the whole country in the partial 
fund concept. 


13. The defect is excused sometimes because of the coupling of the 
Federal Government’s desire for national portability of pensions, and the fact 


that Quebec was to have its own funded (or partly funded) plan. A federal 


pension plan should strive for portability of pension rights on a country-wide 
basis, but it is too high a price to pay for this portability when the pension 


plan tax and what amounts to a tax to provide provincial development funds 


are combined in an unnatural way as they are in Bill C-136. There must be 
another way to achieve national portability. 


14. If a province wishes to raise funds for provincial development, the 


honest approach is to tell the voting public the reason for which the tax is 
| adopted. By hiding a provincial development fund tax within the framework 
of the Canada Pension Plan, it is possible that the provincial and federal govern- 
ments together might avoid the criticisms that would be forthcoming were 
the tax to be imposed directly, as a measure quite separate from the Canada 
Pension Plan. Combining a development fund tax with a social pension plan 


tax, and advertising the whole tax as a contribution to a pension plan may be 


| politically smart, but it would not be forthright, and it would leave a legacy 


of problems to our children as well. 


IV. Combined long-range cost estimates for Canada Pension Plan and Old 


Age Security Benefits 
1. Cost estimates for both the proposed Canada Pension Plan and the Old 


Age Security benefits should be considered together. These two programs are so 
inter-related that it is only common sense to consider the combined costs. 


2. In the 1963 Actuarial Report, figures were given which made it possible 


‘to estimate the long-range costs of the then proposed Canada Pension Plan 


and the $65.00 per month Old Age Security benefit, as percentages of con- 


tributory earnings. To estimate the Old Age Security cost, it was only neces- 


sary to multiply the cost figures for the $10.00 per month extension by 6.5; 

the result was approximate cost figures for the $65.00 per month benefit. 

Expressing all of the costs in terms of percent of contributory earnings (based 
21753—8 
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on first $4,000 of annual income) the year 2050 showed a combined Canada 
Pension Plan and Old Age Security High Cost assumption total of 17.75%, a d 
a Low Cost assumption figure of 8.41%. In making these calculations it was 
assumed that, if average earnings increase in the period from now until 2050, 
there would have been increases in the basic $65.00 per month Old Age 
Security benefit to correspond, and so these percentages hold true for level 
or increasing average earnings assumptions. a 

3. In connection with the original 1963 Canada Pension Plan, it was. 
unreasonable for the planners to forecast figures for only the Canada Pensio ‘ 
Plan benefits, without including comparable forecast figures for the Old Age 
Security benefits. The same comment holds true with respect to Bill C-136. 
Where are the forecast figures for the Old Age Security benefits? They should | 
be set down, and considered by the legislators as they consider Bill C-136. The 
Canada Pension Plan cannot stand by itself without Old Age Security. It has 
been said that the Old Age Security Act is not doing enough; then, improve- 
ments in the solution to the problem should take account of the current possibly — 
inadequate solution. Why are the cost figures for the two divorced? How can we 
adequately plan for the future without consideration of the combined effect? 
It is inconceivable that the government planners can hide behind the White | : 
Paper statement to the effect that “Old Age Security pension will, of course, be 
available in addition to the new retirement pension”. i 

4. Some approximate estimates of the 1980, 2000 and 2050 combined cosh q 
of the two programs have been developed below. In these, it has been 
assumed that the percentages of contributory earnings listed in the 196: 3 
Actuarial Report for the long-range cost estimates of the $10.00 per month 
Old Age Security benefit (considering the whole population of Canada and 7 
based on contributory earnings equal to annual earnings with a maximum 7 
of $4,000), are approximately equal to the long-range cost estimates of the 
same benefit (for all Canadians excluding citizens of Quebec) when expressed i 
terms of contributory earnings which are annual earnings in excess of $600 
with a maximum of $5,000; it is recognized that this is a rough and ready 
assumption. It is also assumed that the effects of the change from a more 
liberal, to the less liberal, “early commencement of pension” feature in Bill | 
C-136, has worn off by 1980. 

5. Following the thinking outlined in connection with the 1963 Actuaial 
Report, it is assumed that the cost of the $75.00 monthly Old Age Security 
benefit can be considered to remain unchanged, when expressed as a per- 
centage of contributory earnings, if the benefit were to be adjusted at the 
same rate as the rate of change, if any, in average earnings. (It may not be 
unreasonable to expect future legislation to push Old Age Security benefits 
up at a rate higher than 2% (the maximum indexed increase) if the annué 


rate of increase in earnings is 3%, or 4%). : 
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6. The table below shows the resultant total combined cost estimates: 


‘Percentages of Contributory Earnings Required to Provide Canada Pension Plan 
4 - Benefits and Expenses and Old Age Security Benefits 
Assuming 3% Annual Rate of Increase in Earnings 


CANADA PENSION PLAN 


Old 
Age Age 
Retirement Other Security Grand 
Pensions Benefits Expenses Total Plan Total 
High Cost 
MODE ery ae 2.00% 1.63% 10% 3.13% 5.70% 9.43% 
74 ESA iia 3.70 ede 10 6.02 6.08 12.10 
UOT is, horay Lee 6.40 3.26 10 9.76 10.28 20.04 — 
Low Cost 
POR ON oes a ae 1.84 1.56 10 3.50 5.18 8.68 
ALN) CSG at Set oe 3.06 1.86 10 5.02 5.03 10.05 
ASS ithe: ae poe a 3.03 1.58 aay 4.71 4.65 9.36 
“Intermediate Cost” 
UD Use eke ak ede 1.92 1.60 10 302 5.44 9.06 
dl US lie a ee a 3.38 2.04 10 B52 5.56 11.08 
UY eg ee esti Sy 4.71 2.42 10 lige 7.47 14.70 


7. It must be realized of course that Old Age Security benefits are cur- 
rently provided by the 3-3-4 formula (3% manufacturers-level sales tax, 3% 
corporation income tax, and 4% income tax on the first $3,000 of taxable 
income); however, for comparison purposes we should look at the total cost of 
the two benefit schemes, when related to the same tax base and expressed in 
the same terms. 
8. No doubt proper, more accurate forecasts of Old Age Security costs have 
been calculated by the Chief Actuary and his staff. Nevertheless the figures 
given above indicate the possible size of the combined program. It is to be 
hoped that the legislators consider the two costs together. An “Intermediate 
Cost” figure of 14.7% of contributory earnings for these two programs in 2050 
is difficult to swallow; if the High Cost assumptions are borne out the situa- 
tion would be untenable. In 1980 the High Cost and Low Cost figures are not 
_ very different—9.43% and 8.68%, with a mean of 9.06%; this would be a 
heavy load to carry! 


Vv. Conclusions 


1. More detailed statistics should be made available setting forth the dis- 
tribution and numbers of aged Canadians now receiving less than adequate 
incomes, with figures to indicate regional differences, if any, in the “inade- 
-quacies”. In other words, more information with regard to the size of the need 
for increased social pensions should be developed and publicized. 

By 2. Increases in social pensions, as needs indicate, should be handled—pos- 
sibly with provincial variations in amount—in a manner similar to the handling 
| a Old Age Security benefits: 

(a) Any extension of social pensions handled on a pay-as-you-go basis. 
(b) Benefit extensions made available to the current aged, to the great- 


4 est degree possible. 
4 
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(c) No individual peneriie of past earnings need be ee as individ 1a] 
pensions will not be based thereon. ) ee 


3. The contributory aspect of the Canada Pension Plan should He removed. 

4. Earnings—related portions of widows pensions and disability pensions 
called for under Bill C-136 (and based on the individual earnings record) 
should be replaced by flat-rate benefit amounts—possibly with provincial vari- 7 
ations. a 

5. Optional early commencement of the current Old Age Security ener it 
should be made subject to a form of Earnings Test, similar to the restriction 
placed on the Earnings-Related benefit suggested under Bill C-1386. If this pro-_ 
vision is valid for part of the social pension, then it is valid for the other part 
as well. 
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APPENDIX Al7 
BRIEF 


by William M. Mercer Limited 
(December 28, 1964.) 


Without inferring complete agreement on other aspects of the Canada Pen- 
sion Plan, I wish to draw the attention of the Special Joint Committee of the 
Senate and the House of Commons on Canada Pension Plan to one feature, in 
particular, of the proposed Plan. 

The Plan effectively provides a pension, payable from age 65, after a transi- 
tion period of 10 years, of 25% of adjusted average earnings on which contribu- 
tions have been assessed. 

While a pension which is completely earnings-related may be appropriate 
to a person at present of age 18, who contributes throughout to age 65, and 
might be a feature suitable to a private employer subsidised pension plan, it is 
not appropriate to a national plan. 

I recommend that the plan formula after the transition period, as far as 
age pensions are concerned—widows’ and disability pensions and transition 
period pensions conforming—should be 25% not of the adjusted average earn- 
ings on which contributions have been assessed, but of adjusted average earn- 
ings since age 18, on the assumption that, in all cases, the average earnings 
since the attainment of age 18, up to Ist January, 1966, adjusted to that date, 
were a fixed flat amount. (Examples are later given where the fixed amount 

is $2,000, or, again $2,500.) 

These figures are selected purely for purposes of demonstration. Any figure 
used in practice would be based on proper analyses of the situation. 

The fundamental fault in computing the entire pension on an actual earn- 
ings-related basis, and its correction by the recommended formula, is most 
obvious when we consider a married male whose 55th birthday falls on Ist 
January, 1966. 

Under the proposed Canada Pension Plan he will be eligible from age 
65 to a pension of 25% of his adjusted actual earnings, with a substantial pro- 
portion of the pension continuing to a surviving widow after his death. 

On a reasonable actuarial basis, which it serves no present purpose to 
define, where the adjusted earnings are $5,000, this benefit at age 65 has a 
capitalised value of approximately $16,000, towards which the person con- 
cerned will contribute $792, assuming no changes based on future indexes of 

cost of living and wages. Where the adjusted earnings are $3,000, the capitalised 
value is $9,600 against contributions of $432. 

This differential might be appropriate under a private plan, because an 
employer wishing to retire an employee may feel morally committed to pro- 
_vide him with a pension appropriate to his final earned income. 

This differential is completely inappropriate in a publc plan. 

This feature did not go unrecognized in the original proposed Quebec 

Pension Plan. (See Table No. 29 on page 156 of Volume 1 of the “Rapport 
du Comité Interministériel d’Etude sur le Régime de Rentes de Québec” pub- 
lished April, 1964.) Under the original Quebec Plan this differential was maxi- 

mised at age 45, due to the 20-year transition period. This report, in effect, 
apologised for this unfortunate feature of the Plan. 

The Quebec Report was weak in making no positive suggestion for cor- 
rection, but the fault in that Plan, when carried into the compromise Plan 
developed with the Federal Government, and now known as the Canada Pen- 
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tion period has been shortened ci 10 years. 


My recommended formula would correct this by ete pant of the - total 
benefit as in respect of years prior to lst January, 1966, during which nobody 
contributed, and the remainder as in respect of years after Ist January, 1966 66, 
during which contributions are made. aM 


The benefit of the former years, where no contributions were made, wou ld 
not be earnings related. ~ 4 


E 


The benefit of the latter years, when contributions were made based on 
earnings received, would be earnings related. 4 


Consider, now, the situation under the proposed and recommended Plans, 
in respect of two males both aged 55 on Ist January, 1966, assuming annua i 
- earnings from age 55 to age 65 averaged $3,000 (Case 1) shal $5,000 (Case 2) ), 
respectively, making no allowance for future adjustments due to cost of living 
or wage indexes, but allowing for the “drop-out” feature in computing the over- 
all average. Figures in brackets indicate approximate capital value at age 
65 of benefits less members’ own contributions. 


oy 


4 
wis 


Case 1 Case 2 
Average actual earnings in last 10 
PAAR TUN ny Mutt PAU RL), AGRIC 6h je'm o.6 oa $3,000 $5,000 
Proposed Canada Plan annual pension a 
LO HANTS, eM aT aN RS te 750 ($9,200) 1,250 ($15,200) 


Average lifetime earnings since age 18, 
assuming fixed figure of $2,000 for aver- 
age of such earnings prior to 1st January, 
1966, adjusted to that date. (37(55-18) 
years, less drop-out period of 10% of 
47(65-18) years or 32 years at $2,000, 
plus 10 years at average of actual earn- 
ines waster) ist January, 1966.) 9.4/2... SPARS YS: 2,714 


Recommended Canada (25%) Plan an- 
nual pension where fixed earnings are . 
PER LRN CER oy ee Sm eg tea tahs ik da tk Slee 559 ($6,700) 679 ($ 7,900) 
Average lifetime earnings since age 18, uf 
assuming fixed figure of $2,500 for aver- a 
age of such earnings prior to lst January, 
1966, adjusted to that date. (32 years at 
$2,500 plus 10 years at average of actual 
earnings after lst January, 1966 (see 
PMN PRUNE ce RG CY MAL, an bo a legiig ol are pis 2,620 3,095 
Recommended Canada (25%) Plan an- 


nual pension, where fixed earnings are q 
VICES ch he ho pO ee 655 ($7,900) 774 ($ 9,100) 


ae 


It is very obvious how this procedure reduces the differential to a basis 
more consistent with what should be expected of a national plan, in that 
should provide mainly for the needy. 

The same principles would apply at other ages, both above and below 
age 55. 4 
If the average last 10 years’ earnings were less than the fixed figure, th ni 
_ former only would be used. 
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ort to determine the financial implications of this recommendation. 


This would increase the fund and certainly defer the day when an increase in 
rate of contribution, or change in funding philosophy, might become neces- 
sary. 


_ The change would materially facilitate the process of “integration” or 
“co-ordination” with existing private plans. 


1 
< 


_ Alternatively, the “saving” so achieved could be utilised to improve the 
ensions of what might be termed the “lost generation”, those now well above 


“The financial strain imposed on the accumulating fund would be reduced. 


Bo cena dot be difficult is adjust figures Weeede prepared in the eRneTE 


age 55 and for very low income groups who are benefited little, if at all, Dy this 


Plan for “all Canadians”. 


¥ If finances permitted this indeed could logically be achieved by teeencine 
all these as eligible for benefits based on average earnings, equal to the fixed 
figure selected, between ages 18 and 65. This would effectively give those now 
or over age 65 an annual pension of 25% of $2,000 (or $2,500) over and above 
present Old Age Security, but I will not press this point. 


iM CYRIL J. WOODS, 


i Fellow of the Institute of Actuaries, 
i Fellow of the Society of Actuaries. 
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(Meetings held during adjournment of the House) — 
MINUTES OF PROCEEDINGS 


‘ TuEsDAY, January 19, 1965. 
_ (32) 


_ The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan met at 10:10 o’clock a.m. this day. The Joint Chair- 
man of the House of Commons section, Mr. Cameron (High Park), presided. 

_ Members present: 

! Representing the Senate: Honourable Senators Boucher, Croll, Denis, Le- 
francois, Stambaugh, Thorvaldson—6. 


Representing the House of Commons: Messrs. Basford, Cameron, ian 
Park), Cantelon, Cashin, Coté (Longueuil), Francis, Gray, Knowles, .Laver- 
diére, Leboe, Lloyd, Macaluso, Monteith, Morison, Munro, Prittie—16. 


_ In attendance: From Life Underwriters Association of Canada: Messrs. J. L. 
Etherington, Chairman of the Board; R. L. Kayler, Executive Director and Gen- 
eral Counsel; Fraser Deacon, Chairman of Taxation and Legislation Committee; 
R. A. Mitchell, Honorary Treasurer of the Association and Member of Taxation 
and Meciciation Committee. 


YY 


Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com- 
‘Mittee. 


The Joint Chairman invited Mr. Etherington to introduce the members of 
his delegation. | 


Then Mr. Etherington made a preliminary statement and Site Kayler put 
| forward the recommendations of his Association. 


The Committee then proceeded to its questioning of the witnesses. 


vi 


i On motion of Mr. Cashin, seconded by Mr. Francis, 


Resolved,—That beginning today, all briefs submitted by witnesses appear- 
‘ing before the Committee and including the one previously submitted, for dis- 
tribution, by the Life Underwriters Association of Canada, be, without request- 
ing further motion to that effect, appended to the Minutes of Proceedings and 
Evidence of the day on which the said witnesses are heard. (See Appendix A18) 


‘The Committee having concluded its examination of the witnesses, the Joint 
Chairman thanked them and they retired. 


On motion of Mr. Munro, seconded by Mr. Knowles, 


| Resolved unanimously,—That a vote of thanks and appreciation be extended 
to the representatives of the Life Underwriters Association of Canada for their 
contribution. 

4 At 1:08 o’clock p.m. the Committee adjourned until 2:30 o’clock this after- 
noon. 
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AFTERNOON SITTING 
(33) 


The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan reconvened at 2:39 o’clock p.m. this day. The Joint 
Chairman of the House of Commons section, Mr. Cameron (High Park), pre- 
sided. | 
Members present: j 

Representing the Senate: Honourable Senators Boucher, Croll, Denis, Le- 
francois, Stambaugh, Thorvaldson—6. 


om 

Representing the House of Commons: Messrs. Basford, Cameron (High 

Park), Cantelon, Cashin, Coté (Longueuil), Francis, Gray, Knowles, Laverdiére, 
Leboe, Lloyd, Macaluso, Monteith, Morison, Munro, Prittie—16. 


In attendance: From the Canadian Chamber of Commerce: Messrs. A. it 
Little President; H. F. Hoerig, Chairman of the Executive Council; D. L. Morrell, 
General Manager. From the Health and Welfare Committee of the Canadian 
Chamber of Commerce: Dr. W. H. Cruickshank, Chairman and Messrs. W. J. 
McNally, Secretary; R. B. MacPherson, member, Léon Mondoux, member, R. S. 
Davies, member, and from the Winnipeg Chamber of Commerce, Mr. G. R. Hun- 
ter, Q. on Past President. ; 


Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com 
mittee. 

The Joint Chairman read a letter in which the Canadian Chamber of Com= 
merce asked the Committee to note an erratum in the first full paragraph at page 
14 of their brief previously submitted for distribution. The first part of that 
paragraph should read “If it is the decision of the Committee to examine alter- 
natives, etc.” (See appendix A 19 for corrected brief as requested). : 

The Clerk of the Committee was asked by the Joint Chairman to read a let- 
ter from the Manitoba Chamber of Commerce. " 

Then the Joint Chairman invited Mr. A. J. Little to introduce the members 
of the delegations from both the Canadian and Winnipeg Chambers of Com- 
merce. 

Dr. W. H. Cruickshank made a preliminary statement and was question 
thereon assisted by members of the delegation of the Canadian Chamber of 
Commerce. 

In accordance with a previous motion, the brief previously submitted for 
distribution by the Winnipeg Chamber of Conmierce is printed as an appendix 
to this day’s Minutes of Proceedings and Evidence. (See appendix A 20). | 


On motion of Mr. Monteith, seconded unanimously, ; 


Resolved: That the answer, prepared by Mr. Osborne to the question asked 
by Mr. Monteith, be printed as an appendix to this day’s Minutes of Proceedings 
and Evidence. (Sep appendix A 21). 

The Committee having concluded its examination of the delegation from the 
Canadian Chamber of Commerce, the Joint Chairman thanked the witnesses and 
they retired. ‘ ‘ 

Then Mr. G. R. Hunter, Q.C., was called and examined. i 

The examination of the ie being completed, the Joint Chairman 
thanked Mr. Hunter who retired. ey 


At 5:44 o’clock p.m. the Committee adjourned until 8:00 o’clock p.m. th 
evening. 
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EVENING SITTING 
(34) 


The Special Committee of the Senate and of the House of Commons on 
the Canada Pension Plan reassembled at 8:05 o’clock this evening. The Joint 
Chairman of the House of Commons section, Mr. Cameron (High Park), pre- 
sided. 


Members present: 


Representing the Senate: Honourable Senators Croll, Fergusson, Lefrancois, 
McCutcheon, Smith (Kamloops), Stambaugh, Thorvaldson—’7. 


Representing the House of Commons: Mrs. Rideout and Messrs. Basford, 
Cameron (High Park), Cantelon, Cashin, Coté (Longueuil), Francis, Gray, 
Gundlock, Knowles, Lloyd, Macaluso, Monteith, Munro, Prittie—I5. 


In attendance: Mr. D. E. Kilgour, from Winnipeg, Manitoba. 
Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com- 


mittee. 


The Joint Chairman invited Mr. Kilgour to make a preliminary statement 
before being questioned thereon. 


In consequence to a motion agreed upon at this morning’s sitting, Mr. Kil- 
gour’s brief, previously submitted for distribution, is printed as an appendix to 
this day’s Minutes of Proceedings and Evidence. (See appendix A 22). 


The Committee concluded its questioning of the witness. 
Then the Joint Chairman thanked Mr. Kilgour who retired. 


At 10:38 o’clock p.m. the Committee adjourned until 10:00 o’clock a.m. on 
Wednesday, January 20, 1965. 


Maxime Guitard, 
Clerk of Committee. 
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EVIDENCE 


TUESDAY, January 19, 1965. 


Ma 

he The CHAIRMAN (Mr. Cameron): Gentlemen, it is ten after ten and we have 

/ a quorum. I have no business to bring before the committee. I think Mr. Cashin 
has a motion he would like to make about the filing of briefs, that in the case 

of each witness who appears and files a brief, and in the case of each brief sub- 

| mitted, the brief be automatically recorded in that day’s proceedings as an 

| appendix and that it be not necessary to make a motion each day in respect 
of the filing of briefs. 


| ae Mr. CASHIN: I so move. 
Mr. FRANCIS: I second the motion. 
The CHAIRMAN (Mr. Cameron): Does that meet with the approval of the 
committee? 
Members of the Committee: Agreed. 


The CHAIRMAN (Mr. Cameron): We have before us this morning the Life 
| | Underwriters Association of Canada. Mr. R. L. Kayler is Executive Director and 
| General Counsel. You have had a copy of the brief and have had an opportunity 
| to read it. Mr. Etherington will make the opening statement on behalf of the 
| association and will introduce the other members of the delegation. 


Mr. L. J. ETHERINGTON, Chairman of the Board, Life Underwriters Associa- 
| tion of Canada: Mr. Chairman and members of the committee, it is my pleasure 
) ‘to introduce to you the officers and executive of the Life Underwriters Associa- 

tion of Canada. On my far right is Mr. Fraser Deacon, C.L.U., a past chairman 
| of our board of directors and currently chairman of our Taxation and Legisla- 
I tion Committee. Next to him is Mr. R. A. Mitchell, C.L.U., honorary treasurer 
of the Life Underwriters Association of Canada and a member of the Committee 
on Taxation and Legislation. On my right is Mr. R. L. Kayler, LL.B., C.L.U., 
| Executive Director of the Life Underwriters Association of Canada and also 
its General Counsel. 
ie Mr. KNOWLES: Mr. Chairman, before the witness commences, I wonder if 
he would permit a question which might sound a little awkward. When we had 
| the Canadian Life Insurance Officers Association here we sometimes gave them 
the wrong name and called them the Life Underwriters Association. We do not 
know whether they were insulted or complimented. Could you distinguish be- 
tween the two associations? 


Mr. ETHERINGTON: I would be happy to do so. The organization to which 
you have referred, the Canadian Life Insurance Officers Association, which 
| appeared last week, is an organization the members of which are officers of 
102 life insurance companies doing business in Canada. Their member com- 
_Panies represent about 99 per cent of the business transacted in the field of 
| life insurance in Canada. 

Our organization, the Life Underwriters Association of Canada, is an 
Organization of life insurance agents, and our membership consists of slightly 
Over 12,000 life insurance agents from coast to coast. These agents are under 
contract to all the various companies doing business in Canada. 

4 The Life Underwriters Association therefore represents the point of view 
| of the life insurance agent. The Canadian Life Insurance Officers Association 
_ Tepresents the point of view of industry as concerned with companies. Does that 
| explain it? 
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Mr. KNOWLES: Yes. Thank you, very much. 


Mr. ETHERINGTON: Mr. Chairman, in our memorandum which has been 
submitted, we state our support for the broadly stated objectives of the Canada 
Pension Plan to provide benefits for all Canadians in retirement, and for the 
disabled, the widowed and the orphaned. We go on to point out that if ‘a 
Canada Pension Plan is to achieve these objectives we submit there are amend- 
ments that should be considered. 

Before we get into the details of our submission, I would like to make a 
few brief interjectory comments, as follows: # 

First, our organization, the Life Underwriters Association of Canada, is 
basing its submissions primarily on the point of view of our 12,000 members, 
who are in their daily work in contact with a large portion of the 10 million 
Canadians who are policy owners in the life insurance companies in Canada. ~ 

Our members are required to advise individual Canadians in the area of 
their finnacial planning and security, and therefore are in a position to assess 
the effects of the proposed Canada Pension Plan on individuals in a variety of 
circumstances. 

Secondly, we would like to make it clear that our association does not have 
at its disposal economists or actuarial staff. Therefore, in our submission on the 
Canada Pension Plan we have largely stayed away from areas of economics and 
funding. Our main concern is how the Canadian Pension Plan will affect in- 
dividual Canadians, and while we are not presuming to be expert in the areas of 
economics and funding, we do feel that we have a point of view which is worth 
while considering from the standpoint of the effect of the pension plan on 
Canadian citizens. 

Thirdly, we would like to comment on the objectivity of our presentation. 
First, however, let me make it clear that the Life Underwriters Association of 
Canada has consistently supported old age security, and will continue to do so, 
including any desirable amendments to the system. a 

Many of our members believe that the Canada Pension Plan will result in 
Canadians becoming more conscious of the value of pensions, and that there=| 
fore the climate for future sales of insurance and annuities will be improved. 
It is true that there will likely be a reduction in premiums going into insured 
pension plans, but these constitute only about one-fifth of the private pensions 
industry, and the gains and other phases of life insurance and annuities sales 
will likely offset any possible losses in regular pension plans. Therefore, we 
believe on balance that life underwriters stand to gain from a Canada Pension 
Plan, regardless of what form it takes. uf 

Our purpose in appearing before this committee is to look at this whole 
question from the viewpoint of the public interest, and in this area we feel 
certain that this viewpoint is shared by the committee. As 

The core of our submission is that the broad objectives of the Canada 
Pension Plan, with which we agree, can only be fully achieved if the Canada 
Pension Plan is moulded to bring under its wing the whole broad area of 
universal flat benefits to provide the desired level of Government benefits to 
retired people, to widows, to orphans and to disabled persons. 

We believe that a flat pension approach which has been introduced in 
part 4 of Bill C-136 could be substantially expanded along the lines that I naval 
just indicated, thereby enabling the earnings related aspect to be deleted, and 
the Canada Pension Plan could then cover the four main categories of special 
need fully and equitably. 

Now, Mr. Chairman, we are in your hands at this point. Perhaps the com- 
mittee will wish to ask questions at this stage, or perhaps you will wish t 
proceed through our submission in detail, or perhaps you would like to hea 
a further summary of our specific recommendations. 


a 
e CANADA PENSION PLAN 1185 
an 
iH The CHAIRMAN (Mr. Cameron): I think we would like the latter first, the 
summary of your recommendations. 


| Mr. ETHERINGTON: Thank you—in which case I will call on your Executive 
| Director and General Counsel, Mr. R. L. Kayler, to present these. 


R. L. KAYLER (Executive Director and General Counsel, Life Underwriters 
Association of Canada): Mr. Chairman, and members of the committee, following 
upon Mr. Etherington’s broad statement of our position to become more specific | 
in this area, I can direct your attention, if you will, to page 7 of our submission, 
beginning perhaps at the paragraph numbered 12. Let me preface our look at 
this section of our submission with this general introductory comment. In our 
| suggestions in the way of expanding flat benefits under both old age security 
| and family allowances, we make these not in any way feeling that this is the 

only possible answer or that the figures here as to the levels of benefit are 
| precise. For example, we do not feel there is any special magic in the figure of 
| $75 a month. 


Our purpose in putting these suggestions before you is rather to focus 
| attention on the basic matter of the principle of flat benefits, and feeling that 
| if his approach eventually recommends itself to this committee, the committee 
| obviously would have to have a great deal more information and background, 
| economic and statistical, to come up with any final conclusions as to exactly 
| what shall be the precise level of benefits in these various areas. 


Having made this preliminary observation, we are suggesting here that— 
is there a question first, Mr. Chairman? 


Mr. PRETTIE: No; we are just getting ready. 


Mr. KAYLER: Our first area of suggestion here is in connection with the 

retirement age, and we have suggested that consideration could be given to 
lowering to age 65 the commencement age for the flat benefits under old age 
| security. 
We are not necessarily suggesting here a complete across the board $75 a 
| month for all, but we are suggesting that, in the first instance, this could be 
for people who are single or widowed when they reach the age of 65. Turning 
to people who are married, take a man who is married at 65. We suggest here 
| that he could look at the age of his wife, and if she were under the age of 60 he, 
too, should be entitled to the full $75 a month, commencing at age 75. 


| Then moving a step forward, you have the husband and wife relationship. 
| During the period that the husband is 65 or over, and his wife is between age 
60 and 70, this $75 a month could be stepped up to perhaps $125, and then, 
of course, when both partners, both spouses are 70, the full $150, or whatever 
| the old age security level of benefit is, would apply at that time.- 


There is one further comment in connection with this part of our sug- 
} gestion. I said at the beginning we are not wedded in any particular way to 
; the figure of $75 a month. Our feeling is that if the flat benefit system is going 
_to be expanded, the first step in this expansion is to cover areas of aid not now 
} covered at all, both as to age and as to category, such as the widowed, the 
disabled, and so on. 

Now, if that is done, the next obvious step is to give consideration to the 
| amount of flat benefits, whether $75 or something higher should be the figure. 
Going on from this, we make the general observation on page 8, paragraph 
| (c), that we feel it makes sense there be provision in the Canada Pension Plan 
| for periodic review on some fairly definite pre-determined schedule, so it is not 
} amatter of accident or expediency, as the case may be; that there be some pre- 
determined formula for a review, to make sure the level of benefits is in line 
With what seems reasonable when you look at our standard of living for the 
Population as a whole. 
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- recently from various quarters that indicates that in the category of old 
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Secondly, in a similar vein, we have seen ‘inSaRhe DiS evidence put to ry 


the need for additional income from Government sources may well tend 
increase as the age level rises. It may be that the committee should 
further information in this area, and that any future increases of old 
security perhaps should not be on a flat amount across the board at all ages, 
but some account perhaps should be taken of the fact people who are 75 and 
over perhaps need more than those who are under, and that when they becor 
80 they need more still. As we have said, our association does not have rs, a 
economic or statistical resources to make specific recommendations in this area =f, 
so we are posing the broad principle we feel this is a field that should be 
explored. _ 

Moving on from this category, we mention our concern for the people who 
are widowed and those who are in the category of disabled persons. We feel 
very strongly that coverage of these groups is important, and that whatever is 
done in this area should be applicable to all people in these categories, not just t 
those who would be fortunate enough to fall into the categories that vo be 
covered under the earnings-related formula. s 


One way—and perhaps it is not the only way, and perhaps not even the 
best way, but one way of dealing with this problem, as we have suggested, is 
to extend downward the commencement age and application of old age security 
to reach down into these two specific categories of hardship, that of widow- 
hood and that of disability. There may be some minimum age that would be. 
considered desirable to cover people in these two categories. Whatever the age * 
is and whatever the amount is, this could be, in effect, an extension of the old ‘ 
age security flat benefit system. i 


' Moving on to item 13 on page 8 of our recommendations, we deal with the 
fourth category of hardship that has been considered in the Canada Pension ~ 
Plan, namely that of orphans. The term “orphan” is not in its full, legal sense. 
I think it is intended to apply to the situation where one parent has died and 
there are still dependent children. In Canada we have already an organization 
and system for paying benefits in relation to children through our family 
allowances. | i Bh 
It is our feeling, again, a possible way to move into this area—perhaps not 
the only way, but a possible way—would be further to expand the application 
of family allowances so that in the case of children who fall into the category 
of orphans an additional amount would be paid. We have suggested here 2 
figure of $25 per month per orphan, mainly because this is the figure which | 
has been suggested in Bill C-136 under the Canada Pension Plan. We have } 
no strong feeling whether $25 per month is too high or too low. We are sun A! 
following along with the suggestion that has been made. * 


With regard to the age limit for payments in respect of orphans, again f in 

the Canada Pension Plan, dealing with the limited group that would be nore a 
it is suggested that coverage could extend up to the age of 25 in the case of 
children who are still at school or university. We think this is very sound and, 
presumably, any extension of flat benefits under family allowances could cover 
this period. 
I think, Mr. Chairman, this is pretty much a summary of, if you want t 
call them such: our specific recommendations, though in some areas, as I have ve 
said, they are far from specific. 
The CHAIRMAN (Mr. Cameron): Thank you very much, Mr. Btherington 
and Mr. Kayler. We will now proceed to the questioning period. 


Mr. CASHIN: To the gentlemen there, through you, Mr. Chairman, in 70m I 
preparation for appearing before this committee did you examine any oe 1 
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question is that we have not made a detailed study at all of wage-related 
plans in other countries. We have some familiarity, but not a complete concept 
of old age security in the United States, primarily because the life insurance 
business is rather international in scope in the North American continent, and 
“our members are involved to some extent with people in the United States, 
and vice versa. We really have only a rather rough working knowledge of 
old age security in the United States, and our understanding of the system 
there is that even over the period of almost 30 years that this plan has been 
in operation—and it has been amended and expanded on many occasions 
. during this period—there is still a significant portion of the retired population 
in the United States which is not covered. My impression is that it is somewhere 
in the order of 10 per cent, but I have no specific information on this point. 


i Mr. CASHIN: You are suggesting the extension or revision of the universal 
flat rate benefits by this. In 1952, when the O.A.S. was set at $40 a month, did 

your association have any views on the adequacy of that figure? I say “adequacy” 
in relation to what you felt could have been afforded at the time. Did you 
think the figure was too high or too low? 


Mr. KAYLER: I think our position at that time was this. As we have said in 
our brief, in principle we have always been strongly in support, and in 1952 
| we were in support of the basic principle of the flat benefits amount. Again, 
our association had no strong feeling as to whether there was any specific 
| magic in the figure of $40—again, for the reasons I have already stated today, 
that we do not have the economic, statistical research background on which to 
i base any very firm opinion in this area. 


ie. Mr. CASHIN: So, presumably you left it to others to decide as to whether 
| or not this met the needs of the pensioners, or the adequacy of the figure 
| itself? 

Mr. KAYLER: Yes, as to the level of the amount. 


‘) Mr. CasHIN: I point out to you that from 1952 to 1963 the O.A.S. figure 
| “went from $40 to $75. I am not saying the figure of $40 met the needs of the 
old age pensioners or that it was adequate in 1952, but if we look at the 
| average weekly wages and salaries in this country from 1952, when that figure 
of $40 was introduced, to 1963, we will see an increase of a little better than 
50 per cent, from 54-point-something to 83-point-something. Consequently, I 
| say to you that successive governments have increased the O.A.S. in excess _ 
| of the rise in wages and salaries, and we still have with that increase in ~ 

| O.A.S. the situation where many Canadian people—in fact, over two-thirds 
of the present Canadian working force—are not presented with the same 
} Opportunity to prepare for retirement through a wage-related plan. Therefore, 
| what we are really talking about are two distinct problems: The one, the 
problem of people in retirement today; and the other, the retirement of those 
who are now in the working force. Don’t you agree we should plan for the 
retirement of the whole of the Canadian population today, particularly those 
two-thirds who are not in wage-related plans? Don’t you agree these are 
two separate things? Do you see a difference in these two problems? 


Mr. KAYLER: Mr. Chairman, we agree wholeheartedly with the suggestion 
“made in the question, that we are concerned about the retirement program for 
‘all Canadians, including those who are presently young and in the working 

) force. I think our feeling is that the most effective and the most equitable 

. ees to do this, considering the basic responsibility of government to take 

| care of needs at the primary level, is through the flat benefit system. We 
i 
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think, for example, it is more urgent in the priority of needs that the existing 
level of flat benefits be extended to cover those who are not now covered, the 
widowed, the disabled, and so on. It covered all of these people who are nov 
in this unfortunate position in our country, so that at least they would naval 
the $75 a month, or as much as the people who are already covered in the 
over 70 bracket. : 

Now, this to us makes much more sense in terms of covering the Be 
of Canadians, and we think in terms of achieving what has been stated to be 
the intention of the Canada Pension Plan—not to continue to overlook and 
ignore these people who are already in this severe area of need, and to start 
providing, in effect, a second layer of pensions for those who happen now to 
be in the working category. a 

I think there is a real question that has to be determined at some point. — 
Once, as a country, we have succeeded in covering all these areas of need 
up to a specified amount, which will cost a lot of money to be sure, it will | 
be a good question then as to how much more will be available to ie added — 
to this. My feeling is that whatever amount will be available should be added — 
not to a select few, or those who happen by circumstances to be presently — 
employed, but again to all people in these basic four categories or hardship. — 


Mr. CASHIN: You obviously approve, though, of earning being related to 
pension plans on a private basis; so you would leave it to private enterprise r 
to supply this type of plan to fie other two-thirds, or 70 per cent of the work 
force? % 

Mr. KAYLER: Yes. Further to that, sir, keep in mind that in addition ta 
what has been referred to as the private pension plan, the formal type of 
private pension plan that exists in industry today, we have seen figures vary — 
from 30 per cent to 40 per cent as to the working force being covered. ae 

In addition to this, of course, there is another substantial group of people — 
covered by companies which have pensicn plans. ; 

Over and above all this, do not overlook the fact that there are some- 
where in the neighbourhood of 10 million Canadians today who are policy 
owners of life insurance policies, and the biggest proportion of these life 
insurance policies have a savings and investment feature. &. 

Most people do not like to think that they are going to die tomorrow, and | 
the great majority are looking forward to supplementing their retiring income — 
with assets they are building up in their life insurance policies. This is a , 
very substantial number of people, and we consider it our mission in life, and 
the mission of the Life Underwriters Association, to do all we can to expand — 
this coverage. aie 

Mr. CASHIN: In my last question you objected to the Canada Pension Plan ey 
for the reasons you outlined, but since 1952 what formal representation has 
your Association made to the Government on behalf of the widowed, the P 
disabled and old age pensioners in general? 3 


Mr. Kayuer: I think, if you are speaking of a formal presentation, a brief — 
presented to the Government, there has been no formal presentation as such h 
during this period of which you are speaking. % 

Mr. Gray: I just want to follow up the question Mr. Cashin ended with. — 
Can you tell me why, in view of the social need to which you refer in your 
brief, you have not come up with a public statement before this time? It is — 
very commendable for you to raise the question with respect to groups not 
covered by the Canada Pension Plan, and, as you say, who are in need now, 
but why have you not come forward with a public statement on their beha 
before this time. 


_ Mr. Kayier: Mr. Chairman, rightly or wrongly the feeling of our associa 
tion and its board of directors was that when the idea of a Canada Pension 
/ a 
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| Plan was first a matter of public knowledge—which I believe goes back 
| something like a year and a half ago—our basic position was that this was a 
| very complex, far-reaching matter. We felt strongly that the way to approach 
| this problem was for some kind of public body to handle it, whether it was 
| a royal commission or a joint parliamentary committee such as this. 


There should be some public body of this nature established by the 


| Government so that interested members of the public and organizations such 


as ours could have the opportunity to appear before this group and make our 
representations. We are delighted that it has finally happened, but it is not 
our fault that this machinery was not set up before it was so that we might 
have had the opportunity to appear. 


Mr. Gray: You are saying in effect that you did not consider the need 
pressing enough that if this committee had not been set up you would have 


| felt obliged to make some public statement anyway? 


Hon. Mr. THorRVALDSON: Mr. Chairman, on a point of order! I am sure the 
Chairman is interested in relevancy in these proceedings, and it occurs to me 
it is not relevant at all whether organizations coming before us have either gone 
on the air waves or into the newspapers and advocated the points of view 


that they are expressing now. 


After all is said and done I think it is well known that there have not 
been any parliamentary proceedings or hearings of committees in the last few 


' years with respect to pensions and the matters that we are considering now. 


a 


Iam just wondering what is the object of questions like this and whether they 
are really fair. No doubt, the Chair will deal with the matter. 


Mr. Gray: I would like to address myself to this point. These witnesses, 
and I praise them for their public-spirited approach in coming forward and 
expressing their views, have come forward and expressed certain views as to 


_ the pressing social need for additional pension coverage of certain groups in 


the community at the present time. 
Now, I think it is relevant to see whether or not their statement in this 


regard can be fully accepted or supported. It is relevant to find out if they 


have been raising this question on other occasions or if in fact they are taking 
a contradictory position. 


I might say in passing that I would take issue with Senator Thorvaldson’s 


_ suggestion that there have been no other proceedings in which this could have 
_ been raised. I think that in Throne Speeches, budget debates, private bills, and 
so on and so forth, there have been other discussions in which these questions 


could have been raised and where opportunity has been given to these groups 
to make public statements or statements to members. In fact, it occurs to me 
that there has been a committee sitting in the Senate for some time, the 
Special Commitee on Aging. When did that start, senator? 


Hon. Mr. CROLL: Yes; the insurance people have appeared before that 
committee. 


Mr. Gray: And they should be commended for doing so, but any witness 
coming here expects to be given the courtesy due him, and the compliment of 
having his views tested by questions and discussions. But we are not saying 
much for a witness by just letting him come here and present his brief and 
have it filed. 

I think it is very relevant to see why, for example in this particular 
instance, only this occasion has apparently been chosen to express this type of 
view, with perhaps the exception of the senator’s committee recently. 

Mr. LEBoE: On a point of order, Mr. Chairman, I agree with Senator 
Thorvaldson. This is not relevant to what we are doing here at all; it is 
merely questioning the motives of the people coming before this committee. 
That is it in a nutshell, and I agree with the senator. 
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verging on the field that both you ion babii ‘Thorvaldson are tallane ab 
but I do not think it has transgressed to such an extent that I should rule J 
question out of order. If a member of the committee wants this information he 
should have it. This is not a court of law or a malvern of argument. ry 


Mr. MONTEITH: It sounds like it. a a 

The CHAIRMAN (Mr. Cameron): I would think that what we want to ¢ eXe) 
is examine the contents of the brief and the opinion of the delegates now 
before us and their recommendations. Mr. Gray feels that he would like to 
know if they have ever done that before. It is a simple question and only 
deserves a simple answer. I think you, Senator Thorvaldson, have given a 
very good answer for Mr. Kayler and he will probably adopt it as his answer, 
In my opinion the line has to be drawn somewhere, but I don’t think that the 
question has transgressed to such an extent that it should be ruled out of order. | 

Mr. CANTELON: With all deference, this is getting to be common procedure, 
Yesterday we had some almost rabid attacks made on one of the witnesses—_ 


i 


Mr. CASHIN: Oh, come, come. 4 
Mr. CANTELON: Well, I will withdraw the word “rabid,” but certainly they 
were very strong. i 
Mr. KNOWLES: Let’s get on, Mr. Chairman. 


Mr. CANTELON: The first day we started this kind of questioning, and now, i 
on Tuesday, we have had the same thing happen again, and it is getting to be 
just a little too often. a 

The CHAIRMAN (Mr. Cameron): Well, I have made my ruling. I recognize 
the point raised by the members and I know there is a limit, but Iam suggesting 
that at the present time Mr. Gray has not gone beyond that limit. He may 
be getting close to it. His questions were in the nature of cross-examination ‘ 
and what we want is not cross-examination. We want opinions from the wit- ve 
nesses substantiating their briefs and their recommendations. x i 


Mr. ETHERINGTON: Mr. Chairman, if I may, I shall attempt to answer the 
question on this matter of the Life Underwriters Association coming forward 
in the past. First, may I say that our organization is primarily interested in, 
and it devotes a large part of its time and money to, an educational prograt 1 
designed to upgrade the standards of life underwriters in Canada. ih 

On the question of motivation, in our daily work we are engaged in talking © 
to people about their problems of providing for security in the event of death, 
old age and disability. On numerous occasions members of our association at 
all levels—officers, members of the board and private members—have discussed : 
the problems which are now being explored publicly with individual members _ 
of Parliament. At that time we were told that there was no bill contemplated; | | 
that there was no thought that the whole structure of welfare and old age , 
security be reviewed. Therefore, there was no point. a 

Now, in coming forward at this time we felt that as the matter was a matter 
of public interest, and was being looked at very carefully by the Covernniia a 
it would be only appropriate for us to take advantage of the opportunity and 
the courtsey extended to us by this committee to place on the record our views. 

If we have been remiss in not mounting the platform in the past perhaps 
there was a practical consideration involved, inasmuch as all of us in the 
association devote our time to its affairs, except for the executive director 
and his staff, on a voluntary basis, and in the meantime we spend the rest of 
our time, as other citizens do, in the pursuit of earning a living. 


The CHAIRMAN (Mr. Cameron): Thank you, Mr. Etherington. I think 
maybe we can close off this chapter, and Mr. Gray can proceed. I would suggest 
to all members that they do not probe beyond reasonable inquiry into the merits 
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be Be we are inquiring into the motives of the delegation or the particular 
tness who is appearing before us. 


Hon. Mr. THoRVALDSON: Thank you, Mr. Chairman. That is my thought. 
; Mr. BASFORD: On the other hand, Mr. Chairman, we do want to examine 


3 views. To oe anything else but intelligent selfishness from all of 
us would be folly. The witnesses naturally exhibit this trait, and they should 
| not be criticized for it. 


iq The CHAIRMAN (Mr. Cameron): You can leave it to the Chair to protect 


the witnesses in a fair and reasonable manner. 


Mr. Gray: There is nothing wrong with intelligent selfishness, but if there 
fare witnesses before us whose views are based on this respectable concept 
of intelligent selfishness then it is incumbent upon every member of this» 
/committee to ask questions to delineate the ambit of that intelligent selfishness. 
\I am not saying that that is the case with respect to these witnesses, but I just 


The CHAIRMAN (Mr. Cameron): Let us proceed. 
Mr. GrRAy: On page 4 of the brief, paragraph 9 reads: 


The proposed Canada Pension Plan will not accomplish this funda- 
mental objective and can never fully do so despite any amendments that 
could be enacted so long as it is subject to the limitations of a contri- | 
butory earnings related pension plan. 


Mr. ETHERINGTON: That is a fact. 


: Mr. Gray: Do any of your companies sell private pension plans based on 
: ‘flat rate benefits? 

| ‘Mr. Eruerrneron: Yes. 

ih Mr. Gray: What percentage, would you estimate? 

ey Mr. ETHERINGTON: I would like to ask Mr. Mitchell to comment on that 
question. 

Mr. MITCHELL: Well, in the first place, insurance companies are selling pre- 
‘cisely what the public wants to buy, and almost anything that can be de- 
/signed actuarially can be sold. Now, some of these plans provide benefits that 
jare purchased by a flat number of dollars. In other words, the benefit itself 
will increase depending on what it will buy from time to time. Other plans 
‘|provide flat amounts at a given point in the future, and the contributions over 
\a period of time are adjusted in order for that objective to be obtained. Is 
that what you are asking, or— 

! Mr. Gray: No, I should like to know—what you have said is very inter- 
esting and helpful—whether any of the companies with which you are 
affiliated sell plans that operate in a similar manner to the Old Age Security; 
that is to say, within that group everybody contributes a percentage of their 
incomes in the manner of the Old Age Security tax, and when they reach 
retirement everybody gets exactly the same payment. 


q Mr. MircHELL: Yes, this is done not infrequently. However, I think there 
jis one very serious difference between the approach of the Canada Pension 
Plan, shall we say, and the ones that are provided in private enterprise in 
‘that the benefits that are received by the individual are in direct proportion 
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to the contributions that are made by that person and on his behalf, as opposed 
to the Canada Pension Plan where the contributions that are made have no 
relationship whatever to the benefit that will ultimately be received. 

I was asked a few moments ago about whether or not we had compared 
the benefits available in other countries with what is proposed here in 
Canada. Let me make only one comment with respect to social security 
in the United States. One of the saving graces in that particular plan, speaking 
now politically as well as economically, is that the benefits that are provided 
under social security in the United States are in direct proportion to the con- 
tributions that are made by the individuals to the plan. In other words, they 
say to the people that if they want another 5 per cent increase in bene- 
fits, like they are talking about now, then that is going to cost them so many 
dollars. This is one of the things that does not obtain in the Canada Pensio 
Plan, and it is one of the areas upon which the Canadian Life Underwriters 
Association has found it necessary to comment. In other words, here you are 
really talking about a welfare scheme; you are not talking about a pension plan 
per se in the normal sense. We are suggesting this is a very different thing 
altogether. 4 


Mr. Gray: Would you agree feet the great majority of private pension 
plans sold by the companies with which you are affiliated are contributory 
earnings related? 


Mr. MITCHELL: Yes, I do, and I think there is a very good reason for it, 
When a person is getting close to retirement date, or when he does reac 
retirement date, he has established a certain standard of living, and it is neces ’ 
sary for people, perhaps, in the larger centres where the cost of living is 
greater to need more benefits in retirement than some other people. We are 
not talking now about welfare. 


Mr. Gray: Is not what you have just said a very good argument for any 
pension plan provided through Government to be also related to earnings so 
that the pension a person gets will be linked to the standard of living he 
has before retirement? 


Mr. MiTcHELL: Perhaps I have not made myself too clear. Perhaps I 
should give you a couple of figures. I costed before I came down here what it 
would cost for an individual who was aged 55—in other words, as you know, 
under the Canada Pension Plan, if you come into the plan at 55 and retire 
at 65 you get the full benefit, whereas if you come in at 18 and contribute 
all the way through to 65 you are going to get precisely the same benefit. 

Now, to buy $104 a month at age 65 on a male life contributing for 10 
years, cerita cost—if you could get $104 a month, although it is limited, as you 
know, to $100—$943.31 a year. Now, under the Canada Pension Plan as pro- 
posed the contribution by the individual is something less than $80— it is $79 
and change—and a similar amount by his employer, so we are talking about 
$160 a year coming in for 10 years, as opposed to a cost of $943.31 per year. © 

Now, it is quite apparent, therefore, that we are subsidizing very strongly 
those people who happen by accident of birth to be exactly and precisely 
at age 55 on January 1, 1967, and therefore obtain the maximum benefit. On 
the other hand, if a young fellow at age 20 comes into the plan and con 
tributes the $80 a year himself and a similar amount by his employer the bene- 
fit provided by his contribution is about 35 per cent more than what he is 
going to receive. In other words, the young people today are going to be 
subsidizing the older people who are there now. 


Mr. Gray: Is not that what we are doing right now? 
Mr. MITCHELL: I suggest this is welfare, and not pension. ; 
Mr. Luoyp: No. 
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; Mr. Gray: Is not that what we are doing right now? 

_ Mr. MrtTcHELL: No, it is not what we are doing right now, because in 
private enterprise or in company pension plans the benefits that the individual 
receives are at least equal to what has been contributed by him and on his 
behalf. Now, it is true that we are, in company pension plans, contributing 
different amounts for different people, depending upon their age— 

?. Mr. Gray: And their income. 

_ Mr. MITCHELL: Yes, and based upon their income, but you do the same 
for the young fellow as you do for the old fellow at the different points in 
time. 

Mr. Gray: Well, sir, you have just alluded to something which I under- 
stand is part of common practice in plans sold by companies with which you 
are affiliated, and that is the provision of paid-up credits for past service by 
the employer. 

Mr. MITcHELL: That is right. 

Mr. Gray: Does that not mean a windfall to the man who has not made 
his own contribution because he is close to retirement when the plan comes 
into effect? 
| Mr. MiITcHELL: This is existing naturally over a period but not at the 
expense of those who come to retirement later on. 

Mr. Gray: I gather, then, that you do not criticize this approach that the 
money for the past service credit comes from the employer? 

Mr. MitcHEuu: Not at all. 

Mr. Gray: If it could be demonstrated to you that all or most of the 
contributions to provide the full pension for a person to retire under the Canada 
Pension Plan could be provided from the employer, then you would have no 
objection to that? 

Mr. MitTcHELL: No. I think perhaps you are taking an extra step because 
there is then a highly discriminatory area in which the Canada Pension Plan 
is now proposing to operate and if you are thinking of any kind of welfare 
‘benefits the first thing is to look at any priorities, and we are not sure that 
‘those are priorities to be considered. 

; Mr. GrAy: Is this welfare or social insurance? 

Mr. MiTcHELL: I do not know. Take your choice. 

Mr. Gray: Speaking of priorities, I was interested to note your final 
paragraph 26, which refers to the need for an overall evaluation to look at 
jpriorities in relation “to the cost of other growing and critical demands on 
Our economy for education, health care, and other public projects’. You say 
then: 


This kind of overall evaluation seems essential before an intelligent 
decision can be made as to whether Canadians should be committed now 
to a program of escalating cost to provide a further level of government 
pensions which by most reasonable standards seems excessive. 


| I gather that in this you are suggesting that if this Canada Pension Plan 
‘comes into effect further funds would be taken away from individual savings, 
jand so on, which might be used for these other purposes. 

Mr. MitcHeu: I think that is so. 

Mr. GrRAy: Would it not be logical then to go a step further and recom- 
“mend a freeze of the private pension plans so that there may be no risk of not 
‘having money available for this type of public investment? 

| Mr. Kayurr: I think that once again we are perhaps twisting welfare and — 
‘pension plans. If you are producing a pension plan that is fully paid for by 
_ 21755—2 
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your people and the individuals themselves and by their employers, this 4 s 
a different thing from making a charge on taxation for welfare and getting o 
a select group to receive the benefits. It is a different thing. F 


Mr. Gray: From the point of view of aggregates of national income, what- 
ever money is taken out of the national income screen for it is out. . 
Mr. KAYLER: Do you suggest we do not buy any more houses? 

Mr. GrAy: I am not suggesting that. It occurs to me in reading paragraph 
26 and the preceding paragraph which seems to go along with it, that you want 
to suggest a cause of analyzing priorities, for fear of getting some portion 
of the national income screen committed and not having the portion now com- 
mitted through the sale of private pension plans or invested in public pension © 
plans, that there ought to be a freeze on private pension plans so that the 
money will not be tied up in a way which might turn out not to be the best i 
priority. .. 
Mr. KayuLer: I think our feeling was that it was only relevant for us to — 
comment on the public sector, because the whole issue of the Canada Pen- — 
sion Plan involves the collection of taxes and the spending of them. Our only 
purpose in raising this question, is that we understand there are many other — 
pressing needs for taxation. We feel that it would be wise that the government _ 
of the day be satisfied that the tax money which is going to be available is — i 
being spent in the areas of greatest need first. This seems to be quite a separate 
question from what goes on in the private sector. ie : 


Mr. Gray: Was not this very serious problem you raised partially answered — 
at least by the fact that it is proposed that the funds collected by the Canada 
Pension Plan be made available for investment by the provinces in what it is © 
suggested might be the greatest sources of public need at the present time. — 


Mr. KAYLER: Again, we have to go back and say that our chairman has 
pointed out that we are not economists. We make no pretense of being economic _ 
experts. We have raised this question as a question of concern, partly because ~ 
some thinking people, and apparently experts in this area, have expressed the G 

same view. This is not a major presentation as far as our association is con= 
cerned but it seems to us that it is an area which should be considered. Y 

Mr. LEBoE: On a point of order, Mr. Chairman, I am not on the point ou 
asking any questions, so I think it is appropriate for me to raise this point — 
of order. If every member is going to take the allotted time that this member 4 | 
has had to question the witnesses, we will be here until midnight with these , 
witnesses, if everyone is to get a chance. . 

The CHAIRMAN (Mr. Cameron): I am sure Mr. Gray will take note of that. 

Mr. Gray: I will complete my questioning. I had not been watching the 


4 


time. 
Hon. Mr. THORVALDSON: I think the questions are away outside the submise if 
sion that has been made. 
The CHAIRMAN (Mr. Cameron): It is a question of opinion. 
Mr. BASForD: If the brief is important, we should be prepared to stay he / 
until midnight. ‘ie 
Mr. Lesor: We have two other organizations to deal with. 
A MEMBER: We can ask them to come back next week. nal 
Mr. Gray: I had not been watching the time. The brief was interesting 
and stimulating and the time seemed to pass. I will end my questioning an 
leave the ground to the next person. A 
Mr. Munro: I was interested in the recommendations of the Life Unde 4 
writers Association, especially in regard to old age security. As I understand 
it, these recommendations are pretty well summarized on page 22 of the brief. 


| 
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Mr. KAYLER: More precisely on pages 7, 8 and 9. 


Mr. Munro: On page 7 you are recommending $75 a month payable from 
age 65 to single persons and to married men with wives under age 60. You also 
recommend $125 per month payable as a family benefit during the period that 
a married man is age 65 or over and his wife is between age 60 and 70. Then you 
go on to deal with a provision for widows, and so on. Have you any estimated 
cost, even roughly, of this? I realize it would be difficult to have it specifically. 
Can you estimate what it would entail? 


Mr. KAYLER: We have not made any calculations as to the cost of any of this, 
for the reasons which we have already suggested, that we do not have facilities 
for doing this. This is why we feel we cannot presume to come before the com- 
mittee and be dogmatic in stating that we think the level of benefits should be 
‘specifically some amount. Your question is very fair and very logical but we have 
to confess that our presentation to this committee is on the basis of principle. 
We have made suggestions that seemed to indicate the line in which our think- 
ing is going, but beyond that we are not prepared to be precise. 


The CHAIRMAN (Mr. Cameron): I would think, Mr. Munro, that you would 
get that information by directing a question to Mr. Osborne. 


Mr. Munro: In your recommendations, as I see them, you are not making 
any recommendation for any increase in old age security for those persons 
presently retired at age 70 and over and now receiving O.A.S. 


Mr. KAyYLEeR: We are recommending in principle that the $75 figure should 
be reviewed not only now but periodically in the future. We tried to say this 
in page 8(c). We think there are two areas to be considered, both the across 
the board level and also this other factor which has been raised, that perhaps 
‘the people in retiring areas should be looked at in age categories and that there 
may be a different level of benefit, increasing the level of benefit for the people 
‘in the higher age categories. Again we are not prepared to be specific, because 
these are questions which can only be determined by very elaborate and 
complete reviews. 


Mr. Munro: In regard to the recommendations that you made specifically 
on page 7 and page 8, there is no recommendation there for any increase in 
old age security for those persons, that you estimated at one million elsewhere 
in your brief, age 70 and over. I took the interpretation from paragraph 14 on 
laze 9, that these suggestions are worthy of consideration, and that is why I 
bring it up. On page 9, in paragraph 14, you say: 


The association believes that the implementation of ee recom- 
mendations— 


Presumably this refers to the recommendations you have made on pages 7 
and 8— 


Both as to timing and as to amount should be determined only after 
due evaluation of the relative urgency of additional pensions in relation 
to the whole spectrum of welfare and educational needs in Canada. 


I take it that you were not recommending any increase, or you would have 
said so, in the $75 for those persons over 70; but you were making these 
recommendations that you have enumerated. 


Mr. Kayter: Yes, but again because we are trying to illustrate our principle. 
|Presumably we could have said under paragraph (c) “consider raising the $75 
a month to $80, $90 or $100 a month,” or any figure you may take. But we felt 

this would not be helpful to the committee, because we are not prepared, for the 

reasons I have given, to substantiate that document from an economic point 

of view, as to precisely what these benefits should be. Let me make it clear 

that we are not against the possibility of raising the $75 a month, but we think 
21755—23 
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on record at this time recnren ending an increase in the O. A.S. Would that e 
fair to say? 


ts Mr. FRASER DEACON (Chairman, Taxation and Legislation Committee, Life 
Underwriters Association of Canada): We feel that the Government has econo- 
. mists and statisticians throughout the country better equipped to say whethe r 
i not the plan should be increased, but we are not against it being increased # 

! the need is demonstrated. ‘ 


Mr. Munro: Mr. Chairman, through you, would it be fair to say that even 

_ the recommendations you do make on pages 7 and 8 are subject to the qualifica- 
tion of paragraph 14? In other words, do you advise we do not do this until 
the overall review as to priorities is undertaken? bP 


aan 


Vi - Mr. Kayier: That is correct. a 


, Mr. Munro: I think you suggested elsewhere that perhaps under t 1 
i Canada Pension Plan with, as you refer to it, its rather complicated reco I= 
| mendations, this would also entail later on a review by a royal commission. 
: Is it fair e say from your brief that it would appear a review would ‘be 
needed in either case, whether we adopt your recommendations of expe n 
of old age security or proceed with the provisions of the Canada Pension Pla 


"i Mr. KAYLER: So far as proceeding with the Canada Pension Plan, andi if 
any weight is given to our argument that there is a need for this full area of 
expansion of our welfare needs in Canada, we are not experts in parliamentar 7 
procedure. If it is within the terms of reference and the capacity of this joint 
committee to summon before it witnesses and obtain research and data to do | 
this, it is perfectly fine. We have no preference for the way it is done, as long 

as it is in fact done. 


Mr. Munro: You have also pointed out in your brief that the Amerie 
social security system does not provide benefits even at the level of our $75 
a month old age security. When you pointed this out I took it to be logical that it 
perhaps on a relevant basis of comparison with the American system you 
thought the $75 a month was adequate. But that may be an unfair inference. | , 


Mr. KAYLER: I think our main purpose in making the observation was that, i 
compared with the United States, apparently we are doing pretty well in this 
area. This is not to say we should not try to do better, but it seemed to us that 

Ms when by comparative standards we are doing a fair job in this area, it would 
fe) be logical for us to be addressing our concern to those people who are widowed 
“i and disabled and not covered at all at the present time and who would not be 
i covered under the fullest Canada Pension Plan, and that consideration shou id 
be given to this area first before we become too excited about improving our 
relative position with the United States. i 


2 Mr. Munro: One final question. On page 15 of your brief, at the top of the 
‘i page you say: 


. Based on non agricultural population it has been estimated that 14 
. per cent of husband and wife families could eventually qualify for gov- 
RY ernment pension benefits varying from 100 per cent to 175 per cent of pre 
retirement earnings. Another 11 per cent could qualify for benefits 
ranging from 75 per cent to 100 per cent of pre retirement earni gs 
Another 22 per cent could qualify for benefits of 56 per cent to 75 pe 
cent of pre retirement earnings. (b) The statistics in (a) relate to th 
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also make quite a startling impact on persons who already have generous 
pension plans. 


oe _ Now, your figures of 100 per cent to 175 per cent are referring, I take it, 
to appendix I in the schedule attached to the brief of the Canadian Life 
Insurance Officers Association? 


Mr. KAYLER: Yes, for this information we asked the life officers, who 
have a research department, if they had access to any figures which compared 
this relative amount of government benefits with the wage earning levels of 
Canada. They provided this, which we subsequently saw was included in their 
presentation to this committee. 


Mr. Munro: Do you think that the percentages are too high? 


Mr. KayLerR: Not necessarily. Our main point in the observations, both 
in (a) and (b) under paragraph 18, was to indicate that as to the contem- 
plated level of government benefits hick rises to this fairly high percentage 
in relation to earnings, we think it is ground for wondering whether going 
on to this level is really a matter of priority at the present time when there 
‘are still widows and orphans and disabled people who are not getting anything. 
We do not necessarily say that this is the wrong way for these particular 
people. If everybody in the country was able to have this it might be a fine 
‘thing, but it is again to illustrate our point that there are other basic needs 
getting into this level of benefits. 


in the lower income brackets? 
Mr. KAYLER: Yes. 


Mr. Munro: And you used this as an example to point out, as you in- 
idicated, the general level in benefits here. Do you recommend that these 
|percentages be increased, that is, this 100 per cent to 175 per cent? 


Mr. KAYLER: In line with our basic recommendations that we think the 
flat benefit system should, first, be expanded to include cthers who should be 
jcovered and, secondly, increase the $75 to some higher figure. If you take a 
husband and wife, the amount of earnings would be $1,800, end this is ob- 
‘viously 100 per cent. of people who were earning $1,800, and we have no 
Opjection to that. If the flat benefit amount is increased beyond $75 a month 
it will further increase the percentage, and we have no objection to that. 
Our concern is that this thing apply equitably, and not proceed to give people 
1100 per cent or 150 per cent or 175 per cent pensions, when there. are other 
people in our society who have nothing other than what old age security 
‘will provide. 
~Mr. Muwro: Would you agree, though, that this Canada Pension Plan, 
jassuming that it is implemented, for the sake of argument, will provide for 
future generations? I think you have indicated that in 25 years’ time the 
jvast majority of Canadians would be covered in one way or another under 
the plan, which would provide for those Canadians in their old age. 


Mr. KAYLER: It would provide certainly for the vast majority, eventually, 
jafter 25 or 30 years, whatever the period of maturity is. However, the thing 
‘which concerns us greatly is that from a government point of view the philos- 
/ ophy is, and we think quite rightly so, that covering 80 per cent or 85 per 
cent of 90 per cent of the population is not good enough. There are still 10 
per cent, and this presumably includes the people in greatest need in this 
country. Surely if there is government responsibility it is in this area. 


_ Private enterprise is sometimes criticized that it has not been able to 
bring the benefits of pensions and insurance to 100 per cent of the citizens 
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| lower 47 per cent in the earning scale but the proposed C.P.P. would > 


Mr. Munro: Your highest percentages here relate to those wage earners | 
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in Canada. We obviously cannot do so, but we think that it would not be 
sound for government to be settling for something less than 100 per cent t, 
because this is the only thing that you can justify when you are talking ir 
the area of welfare. 


Mr. Munro: Of course, that is if the Government would abdicate all aq 
sponsibility for all very low wage earners in the 10 per cent area. There 
have been other programs to assist these people, do you not agree? f 


Mr. KAYLER: I think the present assistance programs, Mr. Chairman, 
would have to continue to stand or fall on their merits. Still, whatever is 
done in the expansion of flat benefits, both as to age and amount, there may 
still be specific areas that require something special in the way of assistance. 
We expect it to decrease, and I think the experience actually has been that — 
even what you consider modest increases in old age security—and these have - 
happened periodically over the last 10 or 12 years—it is a fact that the degree 
to which the assistance programs were used decreased somewhat. However, 
they certainly have not been eliminated, and probably never will be. | 


The CHAIRMAN (Mr. Cameron): Senator Croll. 


Hon. Mr. Crouu: One of the advantages of being fourth or fifth on thee 
list of questioners, is that following men like Cashin, Gray and Munro, one 
finds they have asked all the questions. Therefore, we shall not be here all 
hours of the night, I assure you. a 

Just for the record, I answered a question that Mr. Gray asked me, and i 
think I should say, in fairness, the Canadian Life Insurance Officers Association — 
appeared before the Committee on Aging and presented a very extensive and — 
excellent brief. The underwriters were never invited. I do not think I knew you — 
were in existence. Looking at the record for 1952, the Canadian Life Insurance — 
Officers Association also appeared at that time, and I think you people spoke — 
through them. That is for the record. i 

Now, let me see if I can get agreement on something. You discussed for a 
few moments the American plan. Let us see if these figures are correct. If they — 
are not, correct them. When the Americans went into their plan 30 years ago 4 
they had about 10 per cent of the labour force covered in private pension plans, | u 
and the evidence before us the other day was that they now have about 70 per j 
cent receiving an average of $75 per month. The evidence before the com- 
mittee in Ontario was about 40 per cent of the Ontario labour force was covered. 
_I am not sure whether we have the evidence on the record, but it may be in 
there some place, that about 20 to 25 per cent of overall Canadians in the 4 
labour force are covered. Is that a fair statement? Does that sum it up? Cal Ke 
someone disagree or agree with me? aay 


Mr. MitTcHELL: I think your figures are substantially correct. I do not 
have them before me, but my recollection of the U.S. figures when sociale 
security was introduced there is that about 7 per cent were covered; and your 
other figure of 30 per cent I think is correct. I also believe your figure of 40 
per cent, from the recent figures re Ontario, is substantially correct. I think 
the one for Canada is a little higher than 25 per cent. I think it is over 30 per 
cent. This is, again, speaking off the top of my head. 

Hon. Mr. CrRoLu: Just one thing occurs to me. I have seen and heard and 
read that Canadians are the most over-insured people in the world. Is this a, 
because of your great competence, or is it because there is a gap and people 
want social security of some kind or another, and we have not been able ty 
fill that gap, and no one else has? 

Mr. ETHERINGTON: With deference, Senator Croll, may I suggest the elimina- 
tion of one word from that statement? 7 

Hon. Mr. Crouu: All right, I will take back “over-insured” and say 
“insured”. Percentagewise, I have seen the figures time and again. a | 
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Mr. ETHERINGTON: On a per capita basis you are correct: Canadians are 
the largest buyers of life insurance. On the other hand, when one divides the 
total amount of insurance in force by the population, the average figure is a 
very modest one. I do not know if any of my colleagues have any comments on 
that figure. 


Mr. MITCHELL: It is $11,000 per family, I think. 


Mr. KAYLER: Perhaps the more meaningful statistic in this area is that 
the life insurance coverage of Canadians is approximately 13 years national 
income. 

Mr. ETHERINGTON: Gross national income. 


Mr. KAYLER: This is an average figure. Some people have their earnings 
covered to the extent of 8 or 10 times earnings, and some people have none at 
all; but the average works out about one year and nine months earnings would 
be continued through life insurance. We do not think this is an extravagant 

amount. 


Hon. Mr. CROLL: You do not think so, but it is higher than it is in other 
countries. That is my point. It would be helpful if you could give us some 
reason. We ask ourselves the question, and we do not know the answer. It 
would be important to have the answer, and I thought you might be able to 
give it to us. 

Mr. KAYLER: We can give you our answer as to why it is a little higher 
‘in Canada than some other countries. We have to preface this perhaps by 
saying we speak from a position of prejudice in this particular respect. 

It is a fact that in no other country where life insurance is sold to any 
extent has the process or means of selling life insurance been developed through 
the medium of a full-time, reasonably well-trained career agency force to the 
degree that is the case in Canada. The aim of the Life Underwriters Association 
of Canada, which we represent, since 1906 when it was founded, has been to 
deal with, in every way possible, this concept that life insurance sales and 
service should not be a catch-as-catch-can operation on a part-time basis, but 
that to every extent possible it should be a career which is attractive, which 
‘is full time and in which people are required to study and improve their 
capacity and knowledge. It is only reasonable to expect, I think, that under 

this kind of system we have had higher amounts of life insurance sold in Canada 
_ than any other countries. In actual fact, today a good 90 per cent of life in- 
surance annuities sold in Canada are sold by people you could classify as full- 
time, career life insurance agents. 

If you move to the United States, there are no specific figures that are 
processed, but estimates we have received indicate there are something like 
'a quarter of a million people licensed to sell life insurance in the United States. 
Our sister organization there, the National Association of Life Underwriters, 
as it is called, has a membership of only about 75,000 or 80,000, a relatively 
small percentage of this vast number. This is explained by the fact that a very 
-substantial number of these quarter of a million people are part-time people. 
They are in other businessses; they are in other jobs; they have taken on life 
insurance selling as a bit of a sideline to pick up a few extra dollars. This is 
not the kind of thing that serves the public well, in our opinion, so far as 
“meeting the need for giving life insurance service and advice. Fortunately, in 
Canada we have made a lot more progress in this direction, and that is the 
explanation we have for the fact Canadians are better insured than any other 
nation. 


Hon. Mr. Crotu: And a very good explanation, I might say. 


Mr. MontEITH: Mr. Chairman, if I might just ask a question. I understand 
from your brief that you believe the Canada Pension Plan to be a pension plan 
as such, not a welfare scheme. 
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Mr. KAYLER: Gur He ts is that the ind of pension Mant proposed is s, i n 
fact, a welfare scheme. oe 


Mr. MONTEITH: It is, in fact, a weitere scheme, but in your estimation 
does not cover a great number of people who should be covered in a welfal re 
scheme? ; 

Mr. KaAyLer: Yes, right. 


Mr. MontTeItH: We have seen some graphs presented by the Life Officers as 
to the effect that by 1976 there will be something like 67 per cent of the popula- 
tion in that age group which will not be benefiting at all from the Canada Pen- 
sion Plan. You accept those figures too, do you? 


Mr. KAYLER: Yes. Again, we have no research of our own to substantia 
this, but we have no reason to doubt it. 


Mr. MontTEITH: You are laying stress on the fact you think that any scheme 
we bring in should be a broader scheme and attempt to take in these categories S 
which are now left out. You do not limit the amount to $75. You say this should 
be reviewed by an apropriate body. You are saying that in addition survivor- 
ship, disability, orphans, lesser age and this large number now left out should 
be brought in under old age security. You have your specific recommendations 
here, and you mentioned the possibility of an increase as the age level rises, 
Have you any thoughts or any evidence at all that this probably should be done, 
or have you any thoughts as to how we can find out whether or not it should 
be done or might be considered—put it that way? 
Mr. Kayter: Mr. Chairman, we realize this is a statistical problem and 
that it requires basic data. Again, this is something we cannot help the com- 
mittee with. We wish we could, but we cannot. We are aware of some work that 
has been done by W. M. Anderson, who is the chairman of the North American 
Life in this area. I am not certain whether or not he has appeared before this 
committee. ey 
Mr. MontTEITH: Yes, he has. q 
Mr. KAYLER: I think that he has, presumably, a source of information as to 
where additional data is forthcoming. I think he feels he has made some progress 
in this area himself, but I do not think even he pretends to have the final answer. 
Mr. MonteITH: Mr. Chairman, I do not know whether this is the time or 
not, but I wonder if we might, as a committee, ask Mr. Osborne if he cot Id 
eoaipile some figures as to the approximate erndeall cost of recommendations of 
the Life Insurance Underwriters as set out under paragraph 12? 
The CHAIRMAN (Mr. Cameron): You had better ask Mr. Osborne if | he 
feels that is something which is feasible. 1 


Mr. Osborne: Yes, certainly, Mr. Chairman, we will make the estimates “e 


j 


ae 


can. 
Mr. MonteiItH: And paragraph 13 as well. 
The CHAIRMAN (Mr. Cameron): Which is the other paragraph? 
Mr. MONTEITH: Paragraphs 12 and 13. 
The CHAIRMAN (Mr. Cameron): You want an estimate of the figures from 
Mr. Osborne. Is it agreed that Mr. Osborne will secure that information? 


Mr. KNOWLES: When Mr. Monteith asks for that what does he have in mi nC 
under paragraph 12(c)? How can Mr. Osborne prepare a cost for a figure which 
is not stable? Y 


Mr. MontTEITH: The Underwriters indicated that they felt that the $75 the 
figure should be reviewed from time to time in a predetermined manner. How- 
ever, I am going on the basis that we have here, using the $75 figure which 1 now 
exists, 
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Mr. Francis: In other words, there is no adjustment for paragraph (c). 
Mr. MontTEITH: There would be adjustment from time to time. 
i Mr. KAyYLER: Concerning widows and disabled people under paragraph (d), 
( you would use the $75 figure, and there would be $25 for orphans. 
eo The CHAIRMAN (Mr. Cameron): Mr. Osborne would like to get some en- 
_lightenment on exactly what you want. 
yy Mr. OSBORNE: I would like to know the specific benefit to be sate to widows 
and what the specific age would be. That is paragraph 12 (d). 
Mr. KAYLER: You might use the age suggested in the Canada Pension Plan. 
Mr. MonteEITH: That would be fair. 
Mr. OSBORNE: May I remind you that in the Canada Pension Plan there 
was a scaling down between the ages of 35 and 45 for widows. Do eH want a 
similar scaling down for these widows? 
Mr. Montertu: All right. 
Mr. Ossorn_E: It says “Provision for widows above a specified age’’. Is the 
$75 a month what you have in mind? 

Mr. KAYLER: Yes. 

Mr. OSBORNE: Thank you. 

The CHAIRMAN (Mr. Cameron): That is agreed, then? 

Mr. Cote (Longueuil): I wonder, Mr. Chairman, if I could ask a question. 

The CHAIRMAN (Mr. Cameron): I do not think Mr. Monteith is quite 
through. 

Mr. Cote (Longueuil): I did not quite understand an answer to Mr. Mon- 
_teith. Did you ask him if they said that in 20 years from now about 30 per 
/ cent of the people will be covered by this plan? 

Mr. MONTEITH: Graph 2 in the brief of the Canadian Life Insurance Officers 
Association indicated that in 1976 some 67 per cent of the people in that age 
category would not be covered by the present Canada Pension Plan. 

Mr. COTE (Longueuil): And the witness agreed to that? 
| Mr. MONTEITH: I don’t want to put words in the mouths of the witnesses, 
but they indicated that they did not have the figures themselves and were going 
more or less on what the insurance officers had produced. 

Mr. COTE (Longueuil): I was concerned because at the top of page 5 they 
say “it will take at least 25 years before the Canada Pension Plan will provide 
retirement benefits for its maximum potential of 85 per cent to 90 per cent 
| of those in retirement.” 

} Mr. KAYLER: Well, Mr. Chairman, we make this just as the Senne of 

| laymen. Obviously, people who are now less than 70 or 65, whichever age you 

want to take, may be in the retirement category. The retirement category covers 

a range of roughly 25 years, so that when you are starting a plan off from 

| scratch it is going to be something like 25 years before you have everybody 

In the plan to the extent that they will be actually covered. 

Mr. MONTEITH: I think we asked Mr. Osborne for figures in that respect 

| from the years 81 to 86. 

Mr. OSBORNE: Eighty-six? 

) Mr. MONTEITH: Yes, a comparable picture to that chart 2 in the Insurance 
Officers’ brief. We asked for some other years also. 

| Mr. KNow Les: Mr. Chatterton started this. 

Mr. OSBORNE: We have 1970, 1975, and 1980. Did you want to go to 1985 
as well. 

Mr. MontTEITH: Whatever Mr. Chatterton asked for is all right. 
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Mr. Ossorne: All right. We have not yet seen the record of Mr. Chatterton’s 
question. 

Mr. Luoyp: Mr. Chairman, I think that such a calculation of statistics, if I 
may observe a point of order here, in itself requires some observation by o a 
advising economist on the implications of following such a practice. 

We do have the economic implications of the Canada Pension Plan in subs 
missions made to us by Mr. Bryce, but if you are going to ask for these calcu- 
lations of costs, Mr. Monteith, may I suggest that we should invite Mr. Bryce) 
to comment also on the economic implications of this approach? 

Mr. MontrEITH: I have no objection to that; I would be very happy to have 
him do so. 4 

Mr. Luoyp: It would be much more meaningful to us. The aie eakes them- g 
selves have admitted that they do not claim to be authorities in the economics — 
of this operation. I think we should have this from Mr. Bryce. 


Mr. Monter1tu: I would be happy to have him. 


Mr. Luioyp: I think we should have some comment by Mr. Bryce on the 
appropriate economic implications involved in following your line of questions. — 


Mr. OSBORNE: May I say, Mr. Chairman, that in the actuarial report, page — 
499 of the proceedings, it shows that widows’ benefits under the Canada Pension 
Plan would be $18 million in 1970. Under this proposal widows’ benefits would 
be $261 million in 1970. On the same page the actuarial report for orphans’ 
benefits would be $144 million, where as under this proposal, at $25 each, the 
orphans’ benefits in 1970 ould be in the neighbourhood of $117 million. 


Hon. Mr. CROLL: As against 14? P 
Mr. OSBORNE: $117 million as against $14.5 million. " 


Mr. MONTEITH: Could I ask for an explanation of the variance in the twoll 
figures? e. 
Mr. OSBORNE: The numbers of people involved, Mr. Chairman, in each case 
is much greater if you are extending a flat rate benefit to all widows andl 
orphans in the country. | 


Now, I may not have understood correctly the proposals of the Life Under 
writers Association with regard to orphans’ benefits. Would they or would they | 
not pay an orphan’s benefit to a parentless child? Or would they only pay — 
orphans’ benefits to children who had widowed mothers? 


Mr. KAYLeR: Our thought, Mr. Chairman, was that the description of then 
category “orphan” as put forward in the Canada Pension Plan is fine. We go 
along with this and would make no change in it. 


Mr. OSBORNE: You differ from the Life Insurance Officers’ proposals, then. 
They said that it would cost $35 million to meet their proposals. 


Mr. KAyuLer: Mr. Osborne’s figures are not at all surprising to us, and 2 
think they illustrate much better than we have been able to do the burden of 
our presentation—that there are a lot of people in these categories of hardship — 
whom we are forgetting about, and it is a good yardstick as to what extent we 
are forgetting them. . 


Hon. Mr. THORVALDSON: Would you give the page, please? 


Mr. OssporneE: That is page 499. That page gives the actuarial figures fo ni 
the Canada Pension Plan. The other figures were from some work I had done 
myself. 


Mr. MITCHELL: Examples like this make us feel that political pressures. 
will become intolerable later on. They will become tremendous. There will be 
pressure to make supplements which would bring additional cost burdens on 
the economy. This is the whole basis of our submission. First things first. We 
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: feel that it is too important a matter to be disregarded, and this brings us back 
to the whole theory of flat benefits. 


| The CHAIRMAN (Mr. Cameron): It is a very salutary rule to put first things 
mairst. 
Mr. FRANCIS: I have a supplementary question related to Mr. Osborne’s 

figures. The statement given by the Life Insurance Officers Association on 
| _ orphan’ s benefits was $35 million. I would like to ask Mr. Osborne first, bearing 
in mind that this is the estimate of the association, whether there has been any 
check or verification of this estimate by Mr. Osborne or his staff? 

Mr. OSBORNE: I discussed it with Mr. Dimock when that association appeared 

before you, and he pointed out to me that they had included only orphans who 
_had widowed mothers caring for them. They had not included full orphans; 
that is, those who had neither parents living. In 1970, according to my projec- 
_ tions, there would be 196,000 of these. There would be 192, 000 fatherless children 
with widowed mothers, and about 45,000 motherless children with widowed 
fathers, but I did not include those in. the figures I gave you. 


Mr. CasHIn: I have a supplementary comment about what the Underwriters 
said about the disparity of the figures. It should be noted what the Government 
intended to do here; the orphans covered are those orphans of contributors or 
_ people who were contributors. 

Also, when you make comments such as you have made, you are assuming 
that nothing is being done now under present types of welfare systems or 
_ programs. You are not taking into account that any of the widows have received 
_ life insurance to take care of these orphans. 

Mr. FRANCIS: Yes, there are existing public programs. 

The CHAIRMAN (Mr. Cameron): Mr. Monteith, are you through with your 
- questions? 

| Mr. MONTEITH: Yes. 


The CHAIRMAN (Mr. Cameron): Then, I shall ask Mr. Lloyd to proceed, and 
then Mr. Céoté and Mr. Knowles. I have you down, Mr. Macaluso, but not in the 
first three. 


Mr. Luoyp: Mr. Chairman, I heard the observation that the Canada Pension 
_ Plan was a welfare proposition. I wonder if the gentleman who made this state- 
ment would agree with this observation, that to the extent a wage related plan 
is adopted—a wage related plan or an earnings related plan—we substitute 
Government taxation to provide benefits instead of private savings and the 
Income from the investment of those savings—is not that really what we do? 


Mr. MiTcHELL: I think, Mr. Chairman, this is substantially true, except 
_Wwhy go through the exercise of collecting contributions if it is a matter of 
| taxation that you are using. In other words, one of the big complaints that I run 
across, as a man in the pension field and one who spends a great percentage of 
his time on these matters, is that the benefit that the individual gets for his 
1.8 per cent contribution, or his $79.40 a year plus his company’s contribution 
| of a similar amount, is a pension of $104 and change at age 65. Let us assume 
| he is in a plan which requires an employee contribution of 5 per cent. Let us 
| Keep the pay at $5,000 a year so that we are comparing equal with equal. Then, 
he is contributing 3.2 per cent of his pay towards a company provided, and 
a company contributory, pension plan. He suddenly finds his 3.2 per cent 
plus an equal amount paid by his employer does not buy anything like what 
the 1.8 per cent multiplied by 2 buys. In other words, there is no relationship 
between the benefits provided and the contributions that are put in. 

Mr. Luoyp: Obviously, the answer to that is that you are asking the 
individual to spend less of his disposable income so that he might accumulate 
in concert with his employer through the service provided by the underwriters 
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and by trustee plans—he is going to spend less of his eis nagaTte income nov 
in order through savings to provide a larger benefit at a later date, wheredl 
under the Canada Pension Plan he is sharing with all other Canadians the 
opportunity at a lower rate now to obtain a larger benefit later without the 
savings feature that you have described. Is not this the basic difference? 


Mr. MITCHELL: No. I think this is true— 


Mr. Luoyp: Whether this is right or wrong, Mr. Mitchell, in terms of 
economic or social philosophy this is a fact, is it not? im 


Mr. MITCHELL: Except for one thing, and I hate to be splitting hairs, Mr. 
Lloyd, but he is not sharing it with all other Canadians. In other aS some 
of them are going to be reaping rather substantial benefits. 


Mr. Luoyp: Well, you admitted earlier you had not gone into the éconcaa 
implications, but I suggest to you he is sharing in it because of the fact that 
the employer is involved in producing goods for the market place and he tends 
in the long run to shift to the consumers his portion of the cost, so, in that 
respect, he is sharing. 


Mr. MiITcHELL: All right. 
Mr. Luoyp: Now, you mentioned, Mr. Etherington, that you had not studied 


the economic implications of the plan. I think you said that you felt you did 
not have sufficient information, or something like that. 


Mr. ETHERINGTON: That is correct, Mr. Lloyd. We do not have within our 
resources economists, nor actuaries. 


Mr. Luoyp: Have you studied the implications of this kind of a plan on the 
investment policies of insurance companies, and what it might mean to you? 


Mr. ETHERINGTON: No. I think I commented to the effect in my opening 
statement that insured pension plans in Canada represent about one-fifth of © 
the total private pension industry, and I also commented to the effect that the 
members of our organization—the great majority of the members of our organi- 
zation—feel that focusing, as it will, attention in the area of retirement bene- 
fits the Canada Pension Plan in whatever form it takes will undoubtedly in- 
crease the interest of Canadians in this area, and it is felt by our members 
that the resulting effect on our business, if you like, will probably be good. — 


Mr. Luoyp: Well, apart from trying to get down to something which ap 
pears to me must have occupied the attention of those in the life insurance 
field, it seems to me that you would have made, regardless of whether you had 
authorities in the economic sector advising you, some study of this plan in a 
appraisal of the effect of it on your investment policy in the life insurance field. ; 
because as Mr. Bryce points out at page 417 of No. 8 of the committee’s © 
proceedings: a 


If funds from the Pension Plan should provide a substantial part 
of the net new borrowing requirements of a province, it may be expected 
that the province would wish to make some of the funds available i 
provincial agencies, institutions or municipalities. . 


He goes on to say: 
A consequence of these developments would be that the investment 

dealers, as underwriters of provincial securities, would see this part of 

their Canadian dollar underwritings reduced. It is estimated that abo t 

10 per cent of their Canadian dollar underwritings have, in recent years, 


taken the form of net new provincial securities. ‘a 
You have not read this part. I think Mr. Mitchell said he had. & 
Mr. MITCHELL: Yes. = 


Mr. Luoyp: Does this have an implication to people in the insurance fie \d’ 
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Mr. ETHERINGTON: Mr. Lloyd, we are not underwriters of securities. 
Mr. Luoyp: But you are investors in provincial Government securities. 


_ Mr. ETHERINGTON: The companies we represent are investors in provincial 
government securities. 


Mr. Luoyp: Then, Mr. Bryce went on further. He tries to study the effect 
of this building up of a large fund for investment under a pension plan, and 
he says: 
If total national saving were to be unchanged, as a result of the 
Pension Plan, the financial intermediaries would have a relatively 
smaller amount of funds available for investment, and there would be a 
correspondingly smaller demand for funds by provincial authorities. 


Then, conversely: 


If national savings should increase as a result of the Pension Plan, 
as could well happen in the early years, there would be a tendency for 
financial intermediaries to have available on balance a supply of funds 
relatively larger than the demand for funds. In these circumstances, 
financial intermediaries could be expected to search out ways and means 
of placing their funds profitably, and this could lead to some lessening 
of pressures on interest rates, and perhaps to greater reliance on domes- 
tic markets for borrowing. 


‘However, he does go on to say that it is possible to exaggerate these effects. 
Have you studied the implications of this on your investment portfolios, 
and your investment opportunities in the insurance and the pension fund fields? 


Hon. Mr. THORVALDSON: On a point of order, Mr. Chairman, has this any 
relevancy? I wonder if Mr. Lloyd would explainwhat the relevancy of this 
‘question is. Surely, these are not life insurance officers of the life insurance 


Mr. ETHERINGTON: I am quite prepared to answer. 


Hon. Mr. THORVALDSON: I think this is wholly irrelevant, and a waste of 
time. 

The CHAIRMAN (Mr. Cameron): I do not think it is a waste of time, but 
‘it is probably repeating something that has been said before. However, Mr. 
/Etherington has indicated his willingness to answer the question, and perhaps 
it would save time if we allow him to do so. 


questioning is not only relevant to our appraisal of this matter, but we would 
be derelict in our studies if we did not study this aspect of the matter much 
‘more extensively than we have. Attention is being focused on what the Gov- 
jernment should do in the flat rate earning field of social welfare, and I think 
\this is extremely important to our intelligent appraisal of what is called well- 
founded self-interest. 


The CHAIRMAN (Mr. Cameron): You have justified your asking the ques- 
tion, and Mr. Etherington has indicated his willingness to answer it, so we 
shall proceed from there. 


| 


Mr. ETHERINGTON: Mr. Chairman, first, we would not quarrel with the 
Observations that Mr. Bryce has made. Secondly, let me make it very clear 
indeed that we consider the life insurance companies in Canada to be quite 
) capable of coping with whatever problems of investment that might arise as a 
| result of any Canada Pension Plan that in its wisdom the Government brings 
forward and establishes. 
| With regard to the question which I think is implied here as to the method 
of funding, we made it quite clear at the outset that we had no comment to 
‘make. We are not economists, nor do we pretend to be. We are trying to 
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Mr. Luoyp: Mr. Chairman, despite the senator’s observation, this line of 
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represent here today the view of 12,000 people who in their daily work are” 
at the ground level of this thing and who are dealing with Canadians and the j 
possible effects of this type of plan. I think one of the main reasons behind our 
presentation here is that as life insurance men sitting down with a citizen the 
present form of old age security represents a floor which he can look forward 
to when he reaches— 

Mr. Luoyp: You are getting away from my line of questioning. 

Hon. Mr. THORVALDSON: I would like to hear the answer, Mr. Chairman. 

Mr. ETHERINGTON: I think perhaps, with the chairman’s permission, I 
would like to enlarge very briefly on this. 

Mr. Luoyp: All right. 

Mr. ETHERINGTON: The citizen, looking at the present arrangement and 
understanding clearly that he has a floor at age 70 of $75 a month is happy to 
receive counsel with respect to his entire retirement picture. Everything else 
is superimposed upon this. 

The proposal in the Canadian Pension Plan is extremely difficult to in- 
terpret. The special committee which we have established for some time, 
studying methods in which we would instruct our people in explaining this 
to the public, has had a great deal of difficulty in arriving at a method which 
would be simple and understandable. Therefore, in their opinion, the proposal 
would have to be on top rather than otherwise. 


Mr. Luoyp: Does part of this difficulty arise from the fact that no final 
decision has been made yet and that your people are reluctant to deal in 
final terms with what you might do in adjusting yourselves to living with 
the Canada Pension Plan, until you see what the final amendments might be. 


Mr. ETHERINGTON: We have only been able to base our work thus far 
on what we have seen in the bill. 


Mr. Luoyp: Coming back to my observations with respect to investment, — 
the fact that the Canada Pension Plan diverts a large volume of savings into 
Governments hands causes you no concern whatsoever? 


Mr. ETHERINGTON: As an association, no. We do not take any stand on 
the question of whether the funding of the Canada Pension Plan should be © 
in the public or the private sector. 


Mr. Luoyp: So you think that, if this volume of savings is extracted, as 
you pursue the private pension plan as underwriters as distinct from trustees, 
you can still pursue that type of pension offering for the public and be 
assured that you can find the appropriate yield of investments in other 
sectors of the economy? 


Mr. ETHERINGTON: As underwriters we can still pursue successfully the | 
marketing of pension and other insurance plans, and the question of invest- 
ment is the problem of the companies we represent. 


Mr. Luoyp: The reason I make this observation, Mr. Etherington, is that 
I notice we seem to be getting a continued focusing of our attention on the 
need for old age security improvement in flat rate benefits, substantially from 
the people who are engaged in the underwriting of plans, as distinct from those 
who merely act as the administrators of funds in the trustee field. For, 
instance, the trustee plans operate on the basis of a fee for the work they 
perform. They take no responsibility for the investment. On the other hand, 
those who underwrite plans undertake to provide certain benefits at a certain 
rate of contribution, and take all the responsibility for the investment of the | 
funds; and their reward, their legitimate reward, is found in the net opera- 
tions resulting from their judgment of the market place for investment. It 
seems to me that the persons who are involved in the investment of funds 
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have a much greater interest in this Canada Pension Plan than do those who 
are handling pension plans on a trustee basis. This is why I ask you, what is 
there about this type of pension plan that eliminates funding, that concerns 
you? Could you be more particular about it? How would it affect your in- 
dustry? 


Mr. KAYLER: Speaking on behalf of my associates here, I think quite 
frankly we are confused by what Mr. Lloyd is saying. I am sure it is our 
fault, not his. Frankly, I do not think we appreciate the point or know what 


_ the significance is of the point he is raising, and I do not think we have 
anything to contribute unless we can understand it better than we have. 


a ee eee —— 


a Ae ee. 


ee 


—————— 


a ee eo 


_ 
ee 


Mr. Luoyp: I think the record is quite clear as to what was said, and 
I thank you. 


Mr. CétTE: I am very glad to see that in your conclusions your associa- 
tion supports broadly the stated objective of the Canada Pension Plan. I 
think it is commendable that you have come to contribute your help to this 
committee. You also say that in its present form the Canada Pension Plan 
cannot achieve this object. That is the reason why you recommend that sub- 
sidies or the flat rate increases should be given to fill what you call the 
gaps of the plan. Would you say that these subsidies or increases of flat rate 
should be taken out of the fund of the Canada Pension Plan? 


Mr. KayLerR: Our feeling would be that the basic formula of taxation that 
has been established to support old age security should continue to be a basic 
system of taxation. I think it is pretty obvious that the level of taxation would 
have to be increased if these extended benefits are to be paid. One obvious 
advantage of this is that it is a fully mature plan from the outset, so that it can 
be operated on a pay-as-you-go basis, with current taxes in fact paying for 
current benefits, as is the present case under the flat benefit system. 


Mr. COTE: You would not think it would not be fair, being a contributory 
plan, to use the fund contributed for these benefits, to pay these extended 
benefits or increases in the flat rate? 


Mr. KAYLER: We feel that as this provides benefits for all, that the tax base 
for this should be as widely distributed as possible, rather than being narrowed 
down to people who qualify as contributors under the Canada Pension Plan. 


Mr. COTE: Are you aware that many of these gaps that you are referring 
to are being filled by provincial laws or assistance and that we have to keep 
in mind that the matter of welfare is under both jurisdictions, provincial and 
federal? For example, the female bachelor over 60 in the Province of Quebec 
gets a pension. Do you think this should be amended so that we can subsidize 
the orphans and widows under this plan? 


Mr. KAYLER: We certainly are aware that there are co-operative schemes 
between the provinces and the federal Government in these areas. In some cases 
I think a means test is involved. We as an association do not particularly favour 
a means test. We think that the flat benefit coverage for all is far simpler to 
administer and that equity results because in the tax process, people of greater 
means of course return some of those benefits in taxation, while those who are 
below taxable levels are getting the full benefit of it; and in the final analysis 
this is probably a more practical and efficient system than one which involves 
'ameans test. If there are constitutional problems involved in working this out 
with the provinces, we are ready to recognize that those constitutional problems 
will have to be dealt with. Again, this is an area of expertise and we would not 
presume to say how it should be done in terms of specifics. 


Mr. C6TE: Do you think that what you call gaps in the plan should prevent 
us from adopting the Canada Pension Plan now until those gaps are filled; 


areas of need should be fully covered by the minimum flat benefit basis. From | 


is that the flat benefit system, universal coverage, getting away from the 


seta gains. it. 


_ the old age security; but the recommendations we are making obviously would 


i eit . on Jee Mh 4) Sopa Way ny nw wa Ro WG ; Hh ; _ eh he:? setts on + 
oe SEC tere ey ke 
Rel, 4 i iv f, Ww A ren it “a é ws hing Py is Mee hs att ds 
7 . e Ne ¥ e ie tf aN 
1208 ie VI ‘JOINT COMMITTEE FHA ote oe sy ee ea 
thio " J a a - 


or that we should pass this iecislation as soon as possible aad have it clea fied 
and after that we could deal with other cases by the O.S.A. and family alloy W w- 
ances or some other method of intervention? 


Mr. Kayer: Our feeling is that the order should be reversed, that a 


some of the preliminary figures we heard from Mr. Osborne, it appears that 
will cost quite a lot of money. Our feeling is that this would have to bd 
evaluated before this committee or any other committee would be in a position 
to decide whether a superimposed wage related plan should go on top of this. 


Mr. Cé6TE: Even if these gaps are filled already by the provincial laws? — 


Mr. KayYLerR: Our feeling is that they are not filled. They are filled in 
part, but not completely. Again, this is another area in which we have suggested 
that a very full study of welfare needs, and the extent to which they are being 
filled or not being filled at the present time, should be number one on the list 
of priorities, to make sure that they are being filled, and what it is going to 
cost us to fill them. Then and only then are we in a logical position to consider 
the second step. ; 


Mr. C6tE: Do you not think we have already looked after many of thesal 
problems by different laws? And is it not about time now to try to get as many 
working Canadians in a pension plan on a contributory basis? Do you not hi 
it is a different problem altogether? 


3 


Mr. KAYLER: We can recognize that there are the two areas, but our feeling 


provision of a means test and possible gaps in coverage, is the area that 
should be filled first? I do not think that at the moment there is a clear picture 
as to just how big and how costly this particular phase of the job really is. : 
Until we know, we cannot speculate, I think, what the next steps could bey 
because they may be entirely impractical. 


Mr. CétTE: Have you any idea how long it would take to install those : 
flat benefits? 


Mr. KayLerR: Our feeling is that once this committee has the data an 
statistics on which to make a recommendation in this area—I do not know 
whether this is a matter of days or weeks or months, but I would hope it is 
something which would not take an undue length of time. : 


* 
a 


Mr. CotE: And then when all these gaps are filled we could come bac tS 
with this bill and you would be prepared to say whether you are for or 


Mr. DEAconN: Mr. Cété, we are not against the general stated objectives 
of the Canada Pension Plan, but we feel it should be amended to embrace 
a much broader field than it does at present, including these amendments in 


cost a good deal of money, and therefore we feel that the whole picture 


needs to be looked at carefully to see whether the gaps which are so large’ 
right now do not need to be filled, and must be filled, before you think in 
terms of the other. The flat rate benefit method is less discriminating than 
earnings related pensions. So we are not attempting to tear down the Canada 
Pension Plan. In fact, in a certain sense, it should be broadened in its sphere, 
but there is one very basic part we feel ought to be amended, and that is the 


earnings related scheme should be changed to a flat benefit. 


Mr. CérE: But what discrimination do you see in this plan which is 0 
help people who contribute a certain amount so that in their old age they get 


a benefit? .. 


hea ‘it 
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Pr. DEACON: In hes been demonstrated not only in our brief, spilt in other 


gertain individuals as opposed to other individuals. 
_ Mr. COTE: As opposed to others who have not contributed? 


‘te nore than the young man who is starting out at say 25 or 30. 


Mr. COTE: But it is only for the first years. I think it is like that in any 
P lan, and it does not cost anybody else any money. 


--‘Mr. ETHERINGTON: The second point is that the man in the most need with 
| the smallest income or no income is benefitted least. 


| Mr. CétTE: Not if you look at it in relation to the O.A.S. He is getting more 
} than the other person. 


Mr. ETHERINGTON: The person who is not in a position to be a contributor, 
who is not employed— 
B Mr. CoétTE: Well, he has not contributed. There is no discrimination to 


Te 


i be looked at first. 


|. Mr. Cér&: But there is no discrimination against people who are not con- 
| because they did not contribute; but you object because there 

ight be more gaps, because some people won’t be able to contribute or 
et any benefits, and you would amend the O.A.S. However, you do not 
_ give anything that would amend this plan so that we are able to pay benefits 


| to these people who do not contribute. 


| Mr. Deacon: There is discrimination, Mr. Cété, in the old age security 
_ plan. There is bound to be, just as there is in the Canada Pension Plan, but 
| we feel that the type of Tee eion in the Canada Pension Plan under 
_ the present legislation on the earnings related basis is greater and more in- 
equitable than you find in the old age security flat benefit type. We cannot be 
fair to everybody, and we realize that. 


i. these plans? We are here to find out what the views are of these repre- 
_ sentatives. 


Mr. CotE: That is what I am trying to get. 


The CHaIRMAN (Mr. Cameron):.I think these gentlemen have explained 
| eir views clearly, and abundantly clearly, as between people who are not 
Pictting benefits under the act and those who will do so. I think it is for the 
P: ommittee, when they sit down to study the evidence and come to a conclusion, 
and then we can go into the argument pro and con as to which is or not the 
. proper method to be followed. I do not think we are here to try and convince 
these gentlemen that if there is a contrary view they should accept it. They 
ave expressed their views, and that is what we started to find out from them. 
Md 


Hon. Mr. THoRVALDSON: Mr. Chairman, may I make the observation that 
swe covered this very point for a period of two hours with Mr. Woods last 
; night, and probably Mr. Coté was not here, I do not know. 

Mr. Cortz: I was here. 

it Hon. Mr. THORVALDSON: We covered that point completely. 

Ss ‘Mr. Céré: Do you think that just because we had witnesses before us, 
J fr. Chairman, at another session we cannot ask questions now? 


- The CHAIRMAN (Mr. Cameron): No, I am not suggesting that, but I suggest 
that you direct your questions more to the content of the brief, rather than 
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bri efs presented before this committee, that there is great discrimination of 


q Mr. ETHERINGTON: The man starting out now at age 55 is benefited far 


Mr. ETHERINGTON: If he is in an area of need we submit his need should — 


The CHAIRMAN (Mr. Cameron): Are we not debating the various ideas 


ae Son 


~~. 


oil 


1210 JOINT COMMITTEE ) 
if 

to arguing the respective points of view as to the impact or advisability of a 
Canada Pension Plan versus the O.A.S. 

Mr. C6TE: I think all the recommendations of the brief are to amend these 
acts instead of trying to get something out of the Canada Pension Plan. 

The CHAIRMAN (Mr. Cameron): I have no objection to the recommendations 
but I am not debating whether one is better than the other. 

Mr. Luoyp: There is no question of conflict of interest here, is there, 
Mr. Chairman? 

The CHAIRMAN (Mr. Cameron): 

Mr. C6tkt: I have finished. 

The CHAIRMAN (Mr. Cameron): Mr. Knowles? 


Mr. KNOWLES: Mr. Chairman, even though, as might be expected, I disagree 
with some of the points made by the delegation now before us, I should like, 
in a word, to express my appreciation of the thought that has been put into 
this brief, and also my appreciation of the manner in which the members of 
the delegation have presented it in answering our request. 

I shall try not to be repetitive; in fact I have made some notes to try to 
get along as quickly as I can. 

First of all, despite what I have said, it is clear that your association 
believes that the flat rate old age security benefit should be increased to a 
higher figure than the present $75, and that the age at which it is paid, at 
least, in some circumstances, should be lower? 


Mr. KAYLER: Yes. 


Mr. ETHERINGTON: With this qualification, that on the question of increas- 
ing it, the increase should be in the light of economic facts as established, and 
we are not capable at this point of determining the amount of increase. 


Mr. KNOWLES: You do not feel qualified or in a position to give a figure? — 
Mr. ETHERINGTON: No, that is correct. 


Mr. KNOWLES: But you do stand four square for an increase and for a 
lowering of the age? 


Mr. ETHERINGTON: We are not against an increase if the economy can 
stand it. 


Mr. KNOWLES: I appreciate that position; but I do wish, in view of your 
concern that the Canada Pension Plan does not provide an increase for people 
now 70 and over, you would be a little more outspoken on this, and instead 
of saying you are not against an increase, you should be in a position to say 
you are for it. 


Mr. ETHERINGTON: We would say that if the studies, and the information 
produced by these studies indicate we were capable of increasing the amount, 
yes, we would be in favour. 


Mr. KNOWLES: With respect to possible increases in old age security, your 
brief makes it clear that you are opposed to indexing, certainly to any index- 
ing based on the consumer price index, because you stated in your brief you 
think this has an inflationary effect. I merely state something which is in your 
brief, without arguing about it. On the other hand, it is correct, is it not, that 
you think that the benefits under old age security should be kept in a proper 
relationship to the standard of living for the population as a whole? I am 
looking at page 8 of your brief. In other words, you feel that any increases in 
old age security should be related to the community’s standard of living, to our 
productivity rather than to just a consumer price index? 


Mr. Kayuer: Yes. I think, Mr. Knowles, it might at first blush seem that 
the two comments were partly in conflict. . 


= 
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Mr. KNOWLES: I am glad you said that. 


Mr. KayLer: We are rather concerned about this somewhat formalized 
automatic hitching on, if you like, to this consumer price index, as having a 
certain perhaps psychological effect, apart from the economic implication, as 
being a sort of endorsement that we are in a period of constantly rising costs 
of living, and the inference may be that we are having a depreciation of the 
value of the dollar. 

We are rather concerned about the general climate or attitude that this 
specific index might create, that while everything is pretty well taken care of 
now we don’t need to bother about planning the budget or living within our 
means. We would rather see the same kind of thing, in effect, accomplished 
through a periodic review that is not tied to any specific straitjacket as such. 
We suspect there might be a lot of other factors beside the specific consumer 
cost price index that have to be taken into consideration periodically to deter- 
‘mine what is the right level of benefits. We think the system of review should 
be periodic—whether it should be every three or five years, I do not know, 
that is a matter of opinion—and that whatever Government authority or body 
‘would be established to do this would not necessarily be bound or limited in 
‘its findings, but should deal with what is relevant. 


Mr. KNOWLES: I appreciate your position with respect to the consumer 
‘price index. As everyone knows, I happen to feel there are other factors more 
‘important—wage increases, productivity levels, standard of living, and so on. I 
just hope the conflict you have already drawn attention to is not going to be 
resolved the wrong way. You are against indexing on the basis of consumer 
price index, but you are for adjustments to keep benefits in proper relationship 
to the standard of living? 

Mr. KAYLER: Yes. 

Mr. KNOWLES: You stand by that? 

Mr. KAYLER: Yes. 
| Mr. KNOWLES: You have talked a good deal today about the virtues of the 
flat rate benefit, but you have also talked about areas of need and meeting 
‘the needs of our people, and so on. I am not trying to set a trap of any kind, 
but I would just like to know whether this frequent reference to need signifies 
‘you would qualify any increases in flat rate benefits by any kind of means test 
or, when you advocate flat rate benefits in the field of old age security, for 
‘orphans, widows and so on, do you mean a flat rate benefit without means 
‘test? 

Mr. KAYLER: Yes, we do. 


Mr. KNOWLES: Earlier this morning, Mr. Kayler, you expressed your 
approval of the flat rate benefit, not only on the benefit side but because you 
liked a tax base that is as widely distributed as possible. I took the words 
down when you were speaking. I hope I have not distorted what you said. 
“You said this in the context of not liking the Canada Pension Plan because 
these contributions were, in effect, a form of tax and all benefits were not 
‘Telated to those contributions. You said you liked the other system better— 
vand you used those words—hecause it provided a tax base as widely dis- 
tributed as possible. In view of your concern for the wide distribution of 
‘the tax base, in view of your concern for a flat rate benefit, so the people get 
this general floor, would you make any modification in the formula we now 
have? I am referring to the 4-3-3 formula, but I am referring more specifically 
to the ceiling of $120 on personal income tax? Would you, in order to pay 
these extra benefits and achieve your interest in the whole community pro- 
‘viding for the needs of the people, like to see that ceiling raised? 
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Ba ut: Mr. KAYLER: This is an Ev esiient question, Mr. nnondest oun once 
discuss this matter at quite some length. There was quite a strong feclin 
that the limitation of the 4 per cent as it now stands, only to taxable inc 
up to $3,000, is perhaps too restrictive. We did not come up with any firm 
thinking as to whether the ceiling should be raised or the floor lowered— 
_.. which, I suppose, is another possibility. Obviously, the sales tax part of ne 
formula and the tax on corporate profits is all-inclusive in those particula a 
areas, whereas one on personal income tax is not. Again, this is only a lay- 
man’s opinion as a result of discussion. We think this would be an area for — 
exploration, and perhaps this area should be expanded, but I have not taken 
a specific position yet. 

Mr. KNOWLES: You recognize the position, that happens to be mine, if 
we are going to have flat rate benefits, that it is better to have everybody in, © 
no matter what amount of income they might have, that it should be paid on © 
the whole income? 4 

Mr. MITCHELL: With respect to the Canada Pension Plan there is a 
" significant difference in the contributions, in that you are contributing on any © 
| pay in excess of $600 and up to $5,000. But significantly there is no personal © 
exemption. In other words, under your old age security you do not start — 
to tax until you have knocked off the $1,000 for a man, $1,000 for his wife 
and $100 optional standard deduction, or whatever his personal exemptions ~ 
happen to be. We think this is an area in which we are perhaps incorrect, 
where under the Canada Pension Plan, as proposed, we are not even allowed © 
the normal personal exemptions which have always been set in any taxing ~ 
statute we have had in Canada heretofore. 

Mr. KNOWLES: Obviously, both schemes, the tax scheme and the other, 
the contributions scheme, have their starting points and ending points. I~ 
appreciate what you said about the starting point. I would be more interested — 
in what you, Mr. Kayler, and others have said about the upper limit. As a 
matter of fact, I think it is a matter that should be looked at in both the — 
taxation on personal incomes for old age security and the contributions to the 
Canada Pension Plan. I think there is a case for people above $5,000 making ~ 
contributions— 

Mr. KAYLER: Yes. 

Mr. KNOWLES: —but not getting the benefit above the $5,000. You said 

es” before I finished. Does that apply to the whole question? 

Mr. MITCHELL: I think it is a question of where you get the dollars. I 
think we are only talking words now. We know the benefits provided for 
these people are going to be subsidized. How it is subsidized I think is some- 
thing that should be discussed. | 

Mr. KNOWLES: I think it has been useful to have the views, even though — 
they are the unformalized views, of the representatives of this body. 

Mr. Deacon: Mr. Knowles did suggest four, no matter how high the | 
income. I do not think it is fair to say we go along with you all the way. 


} Mr. KNowLeEs: But you would go higher than the present $3,000 level? 
Mr. DEACON: Yes. 

Mr. KNOWLES: Well, that is progress. 
Mr. DEaAcon: $3,001, perhaps! a 
Mr. KNow.Les: Let us go at least up to $18,000. ‘a 
Mr. Lioyp: If you don’t he will nationalize you! a 
Mr. Know.es: A couple of times one or more of the delegates, and Mr. 
rag Mitchell in particular, have used the phrase that there is no relationship what- y 
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; ever between the Canada Pension Plan contributions and the benefits received. 


Now, I wonder if you would not like to modify that a bit. I can understand 
your saying—and I would say it myself—that the relationship is a subsidized 


f one, or it is an adjusted relationship, but surely it is not a well-thought- out 


o . 


position to say there is no relationship between the contributions made by 


- contributors and the benefits to which they are entitled? 


Mr. MitTcHELL: I think perhaps my words have been twisted—I do not 
say intentionally, Mr. Knowles. I think we should clarify the point I was trying 
to make. I was saying there was no relationship between the contributions 
by the individual, made by him and on his behalf—I am thinking now of the 
employer, for instance, the general charge against taxation—and his own 
benefit. I am not saying there is not any relationship between the total con- 
tributions and the total benefit, the total contribution made up 1.8 per cent 
by the employer and employee, and the rest is just charged on taxation. 


Mr. KNOWLES: I am thinking in the same area as you are. Isn’t it a fact 
that the individual gets a benefit—whether it is a pension benefit or a death 
benefit or orphan’s benefit, or what have you—that is determined under a 
formula by his relationship to the plan, by the amount that he has contributed. 
I am not thinking of the kind of direct monetary relationship you think of 
in a private pension plan, but the very fact you talk about the gaps, the 
people who do not contribute and therefore do not get any benefit, indicates 


that for every individual there is some kind of relationship—it may be a 


subsidized relationship or an adjusted one, but, surely, there is a relationship? 


Mr. MITCHELL: As a matter of fact, the figures I gave a little earlier con- 
templated a man aged 55 contributing or getting benefit—and just talking 
now about pension and ignoring death benefit, survivors’ benefit, and so forth 
— worth $943-odd a year against a contribution made by him or his company 
of just under $160. You cannot tell me there is much relationship between 
the benefits that he gets and that he contributes. I was contrasting that with 
a young fellow aged 20 who puts his $80 and his company’s rough $80 into 


the plan and gets much less than he could buy if he went out and bought a . 


great deal in the way of pension benefits. I am suggesting that perhaps there 
is not much relationship between the benefits collected by the individual and 
what is paid. I am suggesting that perhaps there is not much relationship, Mr. 
Knowles, between the benefits collected by the individual and the contributions 
made. 


Mr. KNOWLES: Yes, the question of relationship is one of definition, I 
suppose, but as a matter of fact you have now recited the two examples you 


used before, and I took them down because I wanted to ask you a question 


about the young chap who was 18 years old. 


Mr. MITCHELL: Yes, he was 18. 


Mr. KNOWLES: You indicated how much this 18-year old would pay over 


the 45 or 47 years of his career as a worker and then you said that his pension 
as a result would be worth only so much, and you had him suffering a loss 
compared to the 55-year old man who gets a so-called windfall. 


What is involved in this is the whole principle of social insurance, which 
I think is an area we have to appreciate. However, I would not get into that 
at the present time. But the point I wanted to make with respect to the 18 
or 20-year old is that he is buying, if you may put it in insurance terms, not 
only a pension that he may get at 65, which, incidentally, in the 47 years 
years will be escalated, but he will be getting the benefit later of contributions 
higher than he actually made. In addition to that he gets along the way, a 
disability benefit, a death benefit, a widow’s benefit, and an orphan’s benefit. 
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Now, you gentlemen are all in the field and you know that these things 


would be worth a great deal. Therefore, would you not admit that you should 
amend that example by saying that this 18 or 20-year old, though he gets less 
of a windfall in terms of his eventual pension, has these other benefits that. 


are worth a good many hundreds or thousands of dollars to him? 


Mr. MITCHELL: I think this is perhaps a very valid comment, Mr. Knowles, | 
and I think we would be very interested in having this costed to determine © 


what these things are worth and what has been asked for. 


We are trying to demonstrate very strongly that we are not doing as the | 


accountant would do, as Mr. Lloyd would understand. We are not funding as 
we go along but we are passing to the next generation a liability which exists 
today, and we are strongly in favour of flat benefits now, paid for now through 


taxes now, rather than passing this to future generations which will have only — 


the result of creating inflationary trends which will have to be inherent in 
such an action. 


Mr. KNOWLES: There are interesting comments in last night’s record on 
this so I will not take up time by repeating them, but a few weeks ago I asked 
Mr. Osborne or Dr. Willard for the kind of information that I mentioned, 
and the department have promised it but they say that it will take months to 
produce the actuarial value of these benefits. 

Mr. Chairman, I have just one other question. The danger of just one other 
question, of course, is that it might be a difficult one. You have had questions 
from Mr. Munro and others about the level to which you would like to see 
old age security raised, and you have told him as you told me that you don’t 
feel you should set a figure. I wonder if you realize that the reason we ask 
questions such as this is that under the Canada Pension Plan we do see the 
possibility in a matter of five or 10 years of quite a few Canadians having 
pensions of $80, $90 or $100 a month. In 10 years some will be at a pension of 
$179 and some cents a month; in fact, those pensions could be $75 more than 
that in the case of a man and wife. 

In other words, what we are envisaging here is a time not too far off when 
instead of flat pensions of only $75 a month, ordinary Canadians will have 
pensions of $175 or $200 a month. 

Now, you have urged the virtues of the flat rate system. This is music in 
the ears of a few of us who were on the committee of 1950, but the question 
I would like to put to you is this: by which method do you think we will get 
sooner to the pensions of that category, $150 to $200 a month? And I ask that 
question as between .two courses: one would be staying with the flat rate 
benefit only, and the other would be the combination of the flat rate and the 
earnings-related plan. 


Mr. MITCHELL: Mr. Chairman, I do not wish to presume to try to answer 
this on behalf of all four people, but I wouid like to comment on one point, if 
I may. I think we are not competent to say just how this would be accomplished, 
Mr. Knowles, but there is something I would point out. The $75 a month for 
people aged 70, the old age security, now has an actuarial equivalent of $43 
for those aged 65. That is for the male life. Yet, under this integration it is 
going to be allowed to be part of the Canada Pension Plan and we are bumping 
$43 up to $51, which is quite a substantial hike there. If you are talking about 
a female life it is even a greater subsidy. 

I think it would be very dangerous for us indeed to try to answer your 
question as to how to get to this in the best manner possible, because we have 
already built in the actuarial cost of quite a substantial amount in the old age 
security benefit by just this very simple and quick change. I think the sig- 


nificance of all these things has to be examined, as Mr. Kayler mentioned 
earlier. 
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Certainly it requires a very sophisticated study of the economic cost of this 
thing. The ability of the public or the taxed to support certain levels now, 
whether the level should be $200 or $179, or $154, which it would be at 65 
with the integration, or $155 or around there, is something we could not just 
answer off the cuff. 


Mr. KNOWLES: I appreciate that, but you do see what is in the minds of 
some of us, that we are not at all happy with schemes which merely talk of an 
$80 or $90 pension. We are concerned about finding a plan that really gets 
pensions up, and while I am personally grateful for the help you have been in 
pointing out the gaps we do not fill—well, I was going to say that I wish you 
had been of more help to us in the other area, but I can’t say that because I 
would be quoting you as having helped us. However, you do want people in a 
better area and you do want pensions adjusted according to the standard of 
living as a whole. 

Mr. Deacon: I think, Mr. Knowles, as I have said to a lot of people, we 
can be excited at having another $100 added on. This is exciting in terms of the 
people who might be getting it, but we are missing the people with needs. 
Therefore, it is much more important to direct dollars available to getting at 
the areas of need, because you are going to get complaints from people reaching 
70 ten years from now but who did not get benefits from this $100. It will not 
be the people who do but who don’t. We should be attacking it on a universal 
basis. 

Mr. KNOWLES: Mr. Chairman, I welcome very strongly this insistence upon 
doing something for the people who are not getting it, but I am also glad to see 
in the plan that 25 years from now the Canada Pension Plan will provide retire- - 
ment benefits for a maximum potential of 85 to 90 per cent of those in retirement. 

The CHAIRMAN (Mr. Cameron): It is now a quarter to one, gentlemen, and 
I have actually four others who want to ask questions. Mr. Leboe is not here, 
but there are Mr. Francis, Mr. Macaluso and Mr. Morison. I trust that they 
will make their questions pointed in order to get pointed answers. 

Mr. Munro: Mr. Chairman, I might indicate to Senator Thorvaldson the 
reason why the Liberal members are so well behaved. It is that the minister 
is in the audience. 

Mr. KNOWLES: We had not noticed. 

The CHAIRMAN (Mr. Cameron): Mr. Francis. 

Mr. FRANCIS: I have just one very brief question. On page 17 there is a 
statement made that “In five European countries that have indexed initial 
pension benefits, the government has completely taken over the pensionable 
earnings area.” Could we have an indication of which countries are in mind at 
the present time? Could the delegation explain to us which countries are meant? 

Mr. KAYLER: This was a statement made by Mr. Bryden, President of the 
North American Life. It was a statement in the press. He is a recognized 
economist and we accepted his statement at face value, but we do not know 
which five countries he is referring to. 

Mr. FRANCIS: My concern is this, that if there was no substantial insurance : 
industry in the first place then the inference is perhaps stronger than called for. 
My understanding is that when a country goes through inflation and has to adopt 
another country’s currency, this has drastic results. Is this not so? It almost 
wipes them out. 

Mr. KAyYuer: I believe these are countries of western Europe. 


Mr. FRANCIS: But how many of these were countries which adopted a new 
currency? 
Mr. KAYLER: I am sorry, but we cannot give you that specific information. 
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The CHAIRMAN (Mr. Cameron): Mr. Macaluso? 
Mr. Macauuso: Most of my questions have been answered, but I must 


say that I am happy to see Mr. Mitchell here. He and I had some fun on a panel 


when the first bill came out. I think that earlier there was a question as to 


whether the gentlemen had studied the social security pension schemes in 


Western Europe. I understand that this has not been done. One of the reasons 
I raised this is because there is a booklet published by the Noble Lowndes Group 


entitled ‘“‘Social Security and Pension Practice in Western Europe,” and it lists 13 
couniries in Western Europe that have pension schemes, and in each of them 


there are contributions on a wage related plan. You, in your brief, are 
opposed to contributions based on an earnings related plan. Of course, you 
cannot answer why these 13 countries have it and why we should not have it. 

There was another matter that came up dealing with discrimination. The 
charge of discrimination can be levelled against the present old age security 
system, whereby young married people are paying for the citizens who do not 
pay income tax and for those who can well afford not to receive the Old Age 
Pension. Surely, the principle of discrimination applies to the old age security 
system so far as some old people are concerned. 


ee 
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Mr. KAYLER: We realize that the old age security system is not foolproof, | 


and probably no system is. 
Mr. MacatLuso: That is exactly my point—no system is. 


Mr. KAYLER: But, consider the fact that old age security does provide 
universal benefits for everyone in whatever category of hardship they are in. 
You may have philosophical arguments as to whether the flat amount is com- 
pletely fair in every case, but you cannot argue against the fact that the 
universal flat benefit system does provide benefits for everybody, and a wage 
related plan cannot do that. 


Mr. Macatuso: What I am saying, Mr. Kayler, is that although the old 
age security system is universal one of the greatest criticisms of it is that 
there are people receiving the old age pension of $75 per month who do not 
need it. In many of these briefs we hear of the equity aspect of it; that 
those most in need should receive, but under the old age security system 
there are people who are 70 years of age and over who do not require the 
old age pension of $75 a month, and there are others who receive only the $75 
a month and who still require more. 

As you say, no system is perfect, and that is what I am saying. I do not 
claim that the Canada Pension Plan is perfect. It is going to require many 
changes. We have had evidence before this committee from Mr. Meyers of the 
United States Plan to the effect that it has undergone continual change for 
30 years. I cannot envisage any social insurance legislation not undergoing 
change, perhaps every two years. 

However, there is another principle of life insurance that comes up here, 
and I am referring to the criticisms with respect to this so-called windfall. 
You could have a man paying premiums for 40 years still living, and yet I 
could pay the premium for only six months or one year, and if I pass away 
at the end of that time my family will get a complete payment out of that 
plan. My family will receive the benefits of the policy, but the person paying 
for 40 years is going to be paying my family for that windfall they have 
received. That is where this principle of windfalls and discrimination comes 
in. There are two sides to it. It does not apply to one and not to the other. 

The question I am concerned about here—and it will be my last one 


because most of the questions I would have asked have been answered—is that > 


there has been a criticism in many briefs that we have received that the 
consequences of developing a large pension fund which will be provided by 


is 
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the Canada Pension Plan will take away from the availability of capital to 


the producing sector of our economy. 


The Economic Report, in paragraph 5 on page 412, under the section 
entitled “Personal Income, Spending and Saving” states that the historical 


_ record in Canada and other countries suggests that increased public provision 


for retired people is not accompanied statistically by a reduction in the personal 
savings ratio. I am just wondering if you would care to comment on that. 
I would like your views on the statement that the personal savings ratio will 
not be reduced. 


Mr. MITCHELL: May I comment on two things, Mr. Chairman? Mr. Macaluso 
has been going ahead there with a full head of steam. There are a conpis of 
comments I should like to make. 

First of all, Mr. Macaluso, I am happy to see the changes that have been 
made since our little battle a couple of years ago. I think the Canada Pension 
Plan is more palatable now than it was then, although it still needs a few 
changes in the best interests of the public. You mentioned the fact that some 
people are receiving old age security and who do not need it, but I would 
point out that you still have a certain amount of recovering through the income 
tax arrangements. These people who do not need it are certainly paying it back 
in taxes to a certain extent, and this is right and proper. 

With respect to the economic sector that you have just brought up I 
would say that this is not an area in which we presume to be expert. The only 
thing we can say is that when social security was introduced in the United 
States, and similarly when old age security was introduced in Canada, there 


was certainly no drop-off in the sale of life insurance. We see no reason to ~ 


expect that it is going to hurt the people who are actively selling life insurance 
in Canada today, even if the Canada Pension Plan as it is now is adopted. 

Mr. MaAcauuso: That was my statement to you two years ago. 

Mr. MITCHELL: Yes. I think this to be true, but this still does not mean that 
this plan is doing the job it should be doing in the areas that, in our judgment, 
are the priority areas. In other words, if you want to give out windfalls and 
you want subsidies, then your area should be examined first to see where the 
greatest need happens to be. Of course, our alarm, as has been already stated 
many times, is that we are not getting at so many people. The flat rate benefits, 
even though it is far from perfect, at least gets everybody, and you do obtain 
a certain recovery through the medium of income tax. 

Mr. Maca.tuso: At the commencement of old age security it did not do 
the same thing. When it first came into being it discriminated against a large 
number of people. 

Mr. MircHeLt: No, everybody who was of a certain age received the 
benefit. 


Mr. MacaLuso: What about the person who was 70 less a day? 
Mr. MITCHELL: But he got it when he was 70. 


Mr. Macauuso: There was an example that was mentioned to this com- 
mittee. I think it concerned those who were 70 plus a day. 


Mr. MircHELL: They had to wait a month in order to get the payment. t 


hope you are not justifying this by the mistakes of the past? 
Mr. MAcALUSO: Of course not. 


Mr. Luioyp: I have a short supplementary question, Mr. Chairman. It is also 
a fact, Mr. Mitchell, that very substantial tax reductions are allowed on the 
contributions side of pension funds. They are very substantial, according to Mr. 
Latimer writing in the Financial Post on January 9. Do you agree with that? 


Mr. MircHevut: Not substantial. 
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Mr. Lioyp: Enough to wipe out the profits of a company in one year—or, | 
at least, so said Mr. Latimer. : 

Mr. MITCHELL: That is an abuse. 

Mr. Luoypb: But those abuses exist. 

Mr. Macauuso: I have just one last question with respect to income tax — 
deductions and old age security. On page 6, in paragraph 11(c), of your brief 
you state: 

The system of flat benefits automatically provides the largest relative. 
amount of assistance to those in greatest need and avoids the proposed — 
inequity of providing the largest tax subsidies to the fortunate people in — 
our society that have above average earnings. 


Do you not think also that the income tax provisions will take care of that? 

Mr. MitcHeEuL: I think not. I think Mr. Kayler will want to comment on 
this. 

Mr. Kayuer: I think the main point we see here is that you will be paying 
a flat benefit—the same dollar amount to every individual in the category— 
and this has inherent within it the characteristic that $75, or whatever the 
figure is going to be, will mean a lot more to the individual who has nothing 
than it will to the individual who has something, and still less to the individual 
who has a great deal. All the economic theories about the provision of money 
go out the window when you do not have any. To a person who has no money 
$100 is a fortune. The point is that the flat benefit system automatically has 
the inherent characteristic that the people who are at the greatest level of need 
are those who are going to be helped relatively the most by that flat amount, 
but to a person who has an income of $50,000 a year it is completely meaningless. 
He will pay back most of it in income tax, anyway. 

Mr. Macauuso: Yes, but I think the point that concerns us is that if we 
have a contributory plan that comes out on a wage related basis how, at the 
commencement of it, you can possibly take care of that group that we all 
recognize. Of course, your submission is: Let us not have a wage related 
plan, but let us have a flat benefit. 

Mr. DEACON: First. 

Mr. KNOWLES: Both. 


The CHAIRMAN (Mr. Cameron): Mr. Morison, you now have your oppor- 
tunity. Patience is its own reward. 


Mr. Morison: Thank you, Mr. Chairman. I am very apo to see the 
life underwriters here. As they point out, they are not actuaries nor economists, 
but they are a group of people who hove their fingers on the pulse of the 
Canadian public—perhaps more so than Mr. Davey. 

I notice that in the brief you state you have 10,000 policy holders in 
Canada. This is very commendable. 


Mr. ETHERINGTON: We have 10 million policyholders. 


Mr. Morison: Pardon me. That is almost twice the working force, so 
there is a policyholder in almost every household. That brings me down to 
your statement in the brief, on pages 4 and 5, that within the next 25 years, 
85 or 90 per cent of those in retirement will be covered by the plan. You 
also say that those not included in the plan would include the hard core of 
those in most severe economic need and that when this fact is fully under- 
stood by the Canadian public, sericus repercussions are bound to occur. I 
rather think that, with the excellent career agents we have in Canada, going 
into almost every household, doing the job that they are well able to do, it 
will mean they will more or less adapt the plans that we have privately, 
into the ever increasing public plan that we have today. If this is done, as 
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they are well able to do it, why should there be “serious repercussions” from 
the public, or what exactly do you expect us to fear from them? 

Mr. ETHERINGTON: Our feeling is that this hard core of people who could 
never be covered by the wage related scheme will include the people who 
were never covered for the simple reason that they were never able to earn 
enough to pay contributions. We have all respect for our salesmen in the life 
insurance business, but they are not good enough to sell life insurance to 
people who have not got money, so those people will not be covered by 
private enterprise or by the plan. The only answer to it is the universal flat 
benefit system. 


Mr. Morison: You have mentioned that the flat benefit of $75 which they 
are getting under O.A.S. is more than the benefit they would get in the United 
Kingdom. To me that is enough to believe that the rewards are given to 
those who work for them, and that is why I like the Canada Pension Plan. As 
to the old age security, it may be there should be another plan to cover 
those who will not work for the reward for which we all struggle. 


Mr. KAYLER: Our feeling is that under the Canada Pension Plan many 
people will be getting windfalls which they have not earned. This is unrelated 
to contributions. 


Mr. Morison: Mr. Woods discussed that last night in his brief, in which 
most of us were interested. I want your opinion—this may not be good 
politically—with your career agents going into every strata of society and, 
as you all know, having the possibility of planning programs for everybody. 
There are the poor people or those who cannot earn up to $5,000 a year. They | 
have certain wants and needs which you have filled and which we are trying 
to fill. There are others of us who have made $5,000 or better. We have needs 
and wants, we also have expenses. It may be that we have better homes than 
some, we have automobiles, we have television, we have more things, we even 
have more debts. We are struggling to live in a sophisticated society. Do you 
feel that it is a fallacy that I am going to suffer psychologically more by 
taking a reduced income or less, shall we say, by taking a reduced income after 
retirement, than perhaps someone who has not had the benefits that some of 
us have worked for through our lives? In other words, if a person were used 
to getting along on $2,500 or $3,000 a year and then is retired on half that 
pension, you compare that with a man who has been making over $5,000 a 
year. Do you think there will not be more psychological adjustment on the part 
of the wealthier man? Why is there a fallacy that the retirement need is only 
half as great on a man making less than $5,000 a year, to work on half the 
$5,000? 

Mr. KAyYLer: It is purely a layman’s opinion, Mr. Morison, but my feeling 
is, about the poor individual who is so unfortunate as to have to live on $1,200 
a year—I cannot ever conceive of him ever struggling on less than that—I think 
he should have at least 100 per cent of that level of income. 

Mr. Morison: The increased amount will mean less to him than to a more 
successful individual? 

Mr. Kayter: No, it would mean much more. The person who is struggling 
all his life if possible on $100 a month, if he suddenly had $150 a month it seems 
to me that he would feel like a millionaire, relatively speaking. 


Mr. Morison: Evidently I have not made myself clear, Mr. Kayler. I was 
thinking of this example. I am going to paragraph (0) on page 13, where you 
use this example: 

The actuarial report shows that a person earning $5,000 could 
receive an annual pension of $1,356. But if the same person earned only 
$2,500, then the C.P. would provide him with a pension of $678. 


_ Association? 


We meet again at 2.30 p.m. Some photographers will be here at that time. 
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I am thinking of a man with $5, 000. He is minions ieeas ne er 
mortgages and other expenses. Then take a man with £20, 000—if he is 1 yf 
going to suffer a greater physchological impact on retirement than the ma im 
making $2,500, he should have a higher pension? 
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Mr. KAYLER: Our feeling is in this example you have mentioned we snoulal 
be more concerned about the fellow earning $2,500 having to struggle along OI n 
$678. He should be brought up, if possible, as close to the $1,300. That is what 
we accomplish under the flat benefit system. a 

Mr. Morison: This is in addition to what he is getting under O.A.S., 
which would bring him up to a good percentage of what he has been used 
to making. That is why I say there is no fallacy. , . 

Mr. MItcHELL: In taking those numbers you are not hitting much of the . 
fallacy. I think there is a certain basic income which everyone must have — 
in order to keep the wolf from the door. I would suggest that everyone 4 
above that level has the responsibility as an individual and not under a ) 
government plan. If you are talking about the person earning $1,500 or $2,500 
who has to get by on half, then there is the person who is earning $20,000 and ~ 
who has to get by on $10,000 but he is still pretty well off, as opposed to the © 
fellow getting $2,500 who is now going to be cut to $1,500. 


Mr. Morison: A man making $12,000 during his life has needs which will q 
continue into retirement. There is a thought running through my mind—and ~ 
I have listened to all these briefs—as to just what figures we would have been ~ 
using, if the Government had not had the foresight to increase the payment 
to $75 last year. 


Some MEMBERS: Foresight? 
Mr. KNowLEs: Was it foresight? They were forced. 


Mr. Morison: We had the foresight to put it up to $75 before this plan 
comes in. . 


Mr. Munro: I think that if you go back to 1963, when the increase was — 
recommended to the minister, it was $65 at that time and there were no recom- 1 
mendations from you for an increase. 


Mr. ETHERINGTON: Perhaps you are referring to the Life Insurance Officers 7 


Mr. Munro: No. Was not “The Monitor” your bulletin? 
Mr. KAYLER: That is an internal bulletin for information. 


Mr. Munro: May I, on behalf of the members, move a vote of thanks to 
the Life Underwriters Association of Canada for their well-prepared brief — 
and for their courtesy in submitting themselves to questions from us and ~ 
for their very helpful answers? | 


Mr. KNOWLES: I second that motion. 


The CHAIRMAN (Mr. Cameron): I am pleased to pass that appreciation q 
on to you and the other members of your delegation. We appreciate your co- 
operation. You have given us a lot of thought. Thank you very much. . 


Mr. ETHERINGTON: We appreciate the opportunity we have had to be | 
here today. | ie 


The CHAIRMAN (Mr. Cameron): We can call this long session to a close. ; 
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AFTERNOON SITTING 


TUESDAY, January 19, 1965 


The CHAIRMAN (Mr. Cameron): Gentlemen, we have a quorum. I have — 


j a memorandum about a correction to be made. On page 14 of the brief of the 
_ Canadian Chamber of Commerce the first full paragraph reads: 
4 It is the decision of the committee to examine alternatives... 


etcetera. It is requested that the word “if” be inserted before “It’’, so that 
the paragraph will commence as follows: 


If it is the decision of the committee to examine alternatives... 


The Clerk has a letter from the Manitoba Chamber of shia which 
I will ask him to read. é 


The CLERK OF THE COMMITTEE (Reading): 
January 15, 1965 
The Co-Chairmen and Members, 
The Joint Committee of the Senate and 
House of Commons appointed to consider 
Bill-136, The Canada Pension Plan, 
Ottawa, Canada. 


Dear Sirs: 


As President of the Manitoba Chambers of Commerce and Chairman 
of the Executive Committee may I respectfully submit the following 
statement. 

“That the Manitoba Chambers of Commerce, without reservation, 
fully endorse the Submission of the Executive Council of the Canadian 
Chamber of Commerce to the Joint Committee of the Senate and House 
of Commons appointed to consider Bill C-136, The Canada Pension 
Plan.” 

As there will be no representation from the Manitoba Chambers of 
Commerce, may this statement be read into the Minutes of the proceed- 
ings of the Joint Committee. 


Respectfully yours, 


H. J. Mather, 
President. 


The CHAIRMAN (Mr. Cameron): Is that agreed? 
—Agreed. 


The CHAIRMAN (Mr. Cameron): You may have noticed a photographer 

on the perimeter of the seating. I believe he wants to take a photograph of 

the committee. It will be for the committee to decide if he has that privilege. 

If you so decide, I suggest that probably he should wait until more of the 
members arrive. They will be returning here shortly. 

We have with us this afternoon Mr. D. L. Morrell, General Manager of 
the Canadian Chamber of Commerce, who will be presenting the brief on their 
behalf, and also Mr. G. R. Hunter, on behalf of the Winnipeg Chamber of 
Commerce. May I tell both gentlemen that their briefs will be printed in the 
record of today as part of the proceedings, and therefore it is not necessary for 

them to read them in full. Furthermore, all members have had an opportunity 
of reading and studying them, and no doubt they will have many questions 
ready to ask. I do not know how you wish to present these briefs, whether 
- separately, or one following the other. 
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A. J. LIttLe (President, Canadian Chamber of Commerce): Mr. Chairman, 
I am the President of the Canadian Chamber of Commerce, and it was our 
decision in Winnipeg that with your indulgence we would like to present the 


Canadian Chamber of Commerce brief first. We have a number of witnesses — 


available to reply to questions. Following that, Mr. G. R. Hunter, Q.C., of 
Winnipeg, will speak briefly. 

The CHAIRMAN (Mr. Cameron): If it is agreeable to the committee and to 
Mr. Hunter, who is going to come in the second place. 


Mr. HUNTER: Precisely. 
The CHAIRMAN (Mr. Cameron): Mr. Morrell, will you proceed? 


Mr. LITTLE: Mr. Chairman, my name is Little. Mr. Morrell is seated eisai 
me. We are grateful to be here, and that goes without saying. 

Our brief, as you will have noticed, was prepared by the Executive Com- 
mittee of the Canadian Chamber of Commerce, which is the day to day working 
committee which operates the Chamber of Commerce, and it has been assisted 
in the preparation of the brief by our standing committee on health and 
welfare. 

With me today is Dr. H. F. Hoering, seated at my left. He is Chairman of 
the Executive Council of the Canadian Chamber of Commerce, and Dr. Harvey 
Cruickshank, seated to the right of the secretary, who is Chairman of the 
Health and Welfare Committee. Dr. Harvey Cruickshank as Chairman of that 
committee would like to make a brief statement on our brief. 

_ In addition to Dr. Harvey Cruickshank, there are a number of members of 
our Health and Welfare Committee with us, namely, Mr. R. B. McPherson, Mr. 
R. S. Davies, and Mr. Leon Mondoux. 

Naturally, we are very well aware of the importance of this legislation, 
Mr. Chairman, and we think it is probably one of the more important things 
that has been taken under discussion for a long time. We expect that it may 
have a great effect on the economy of the country. 

We are not technical pension experts and we think that our function is to 
bring you the viewpoint of business, and we do that from the experience we 
have gained in commerce and industry throughout the country. We think we 
speak for our members as a whole in the views we put forward, and we hope 
that our views will be of help to you in assessing the feeling of people as to the 
needs of the people who should come first, and we think this can be accom- 
plished with the least inconvenience. 

I will now ask Dr. Harvey Cruickshank to highlight our brief, which, as 
you say, you have already read. Following that, if you wish our people to answer 
questions they are ready to do so. 

Mr. BAsrorp: Before Dr. Cruickshank commences, may I ask if he is a 
doctor of medecine, or what kind of a doctor he is? 


Dr. W. Harvey CRUICKSHANK (Chairman, Health and Welfare Committee, 
Canadian Chamber of Commerce): Mr. Chairman, members of the committee, 
officers and associates of the Chambers of Commerce: I am a physician. In 
dealing with the proposed pension plan, our submission recognizes that the plan 
contains many good features such as provision for portability, the provision of 
benefits to widows, orphans and disabled citizens, the provision of retirement 
benefits for those under 70, the proposal of the contributory principles and 
benefits that will be calculated on a uniform basis regardless of geographic 
considerations. We do raise in our submission a number of questions on the 
current pension proposals which cause concern, and they are under the foliow- 
ing headings. 

First, the Canadian Pension Plan should be considered in the light of 
Canada’s total needs, and its effect on other priorities, I think, should be 
recognized. 
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Second, the Canada Pension Plan does not provide for those Canadians who 
are now aged, orphans, widows and disabled, and never will be covered. 

The Canada Pension Plan directs the greatest benefits to those who need 
them the least, and lacks universality. 

The indexing of pensions can have farreaching inflationary consequences, in 
our view. The consequences of the development of a large pension fund on the 
availability of Canadian capital for the producing sector of the economy, we 
think should be recognized. 

Features incorporated in the proposed plan complicate integration of exist- 
ing pilot plans with the Canadian Pension Plan. Each of these questions is 
elaborated in the submission that we have presented to you. 

Our recommendations are rather short, but perhaps I might take a moment 
to read them. They are set out at page 13 of our submission, and are as follows: 

We believe that within your terms of reference your committee must decide 
whether the further development of our country’s social security system should 
conform to the principles contained in Bill C-136 or whether further develop- 
ments should follow the principles of universal coverage through suitable 
modification and reformation of the Old Age Security Act in the light of present 
day needs and resources. With either course, we urge that the Committee give 
thorough consideration to the examination of the priorities of needs in this 
country. 

If it is the decision of the Committee to accept the principles of Bill C-136 
departing from the concept of universal coverage we make the following 
recommendations: 


(1) That the maturity period be lengthened to facilitate the problems 
of integration with private pension plans; 


(2) That the principle of indexing of pensions be not adopted; 


(3) That the contributions to be funded in the hands of state agencies 
should be kept separate, that they be annually reported on and that 
the monies collected from employees and employers be considered 
as being held in trust in the same manner as monies held under 
private pension plans; 

(4) That the Canada Pension Plan Advisory Committee include econ- 
omists, actuaries and personnel drawn from the financial community. 


If it is the decision of the Committee to examine alternatives to meet the 
social objectives of Bill C-136 and to include those groups which are not 
covered in Bill C-136 and to which we have referred in our brief, we suggest 
that these objectives could be achieved through suitable modification and reform 
of the Old Age Security Act. This approach to achieve current social security 


_needs of our country which cannot be met through private initiative was adopted 


by The Canadian Chamber of Commerce at its Annual Meeting in September of 
1964. It was recommended that the Federal Government should adjust the 
present Old Age Security Plan considering particularly the following groups: 
persons who retire before age 70; widows of pensioners; persons of very ad- 
vanced age; couples with a large age spread between man and wife; and other 
survivors and disabled persons. 

That all Canadians should be able to retire with adequate provision for 
their post-working years is an objective on which all will agree. We hope the 
questions we have raised concerning the present provisions in Bill C-136 will 
assist your Committee in achieving changes to effect this objective. 

Mr. Chairman, as a point of clarification, at page 21 of the Minutes and 
Proceedings, No. 1 of this committee, the Minister of National Health and Wel- 
fare stated that the Chamber in its annual presentation on policy to the Prime 
Minister and Cabinet had suggested that the Old Age Pension payments of 
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such proposal, and we are rather at a loss to understand the minister’s state- 


- great many other sources, that there should be a list of priorities established in 


Australia, Canada, the United Kingdom and New Zealand. I have a feeling these © 


a iat it oa A ive ea ada 7 ry hpics ii a Es 
1224 JOINT COMMITTEE CR RRS Nr LS 


$100 a month be made payable at age 65. The Chamber, I might say, made no 


ment in this regard. I expect the reason was that she was not at this par-— 
ticular session. ia 


Finally, we feel Canada is moving forward very ice toward a higher. 
standard of living. It seems rather astonishing the Government should attempt 
to replace private plans and at the same time neglect gaps in the present 
scheme which affect a fair number of people who cannot help themselves. There — 
is some indication that the proposed plan is moving in the wrong direction. . 


Mr. Chairman, I think that is all I would like to state in summary of oury 
brief at this time. ; 


The CHAIRMAN (Mr. Cameron): Thank you very much, Dr. Cruickshank. 
We are now open for questions. 


Mr. Prittie: Mr. Chairman, my questions will not be too specific, but I — 
think the delegation will understand the general intent of them. I would like 
to refer to the table on page 5 which shows the Government expenditures on 
health and social welfare as a percentage of national income. They show here ~ 
various countries, advanced western industrial countries—the United States, 


percentages are presented in a vacuum. They do not mean too much to me. — 
For example, does it mean there is some danger point a country will reach in 

percentage of national income which they spend for items under the heading 
of health and social welfare? Take New Zealand, it is the highest on the list — 
with 14 per cent. This does not mean very much to me. Does this mean that if © 
New Zealand increased it by 2 or 3 per cent they would be reaching a danger 
point which might affect future economic growth in the country? I do not © 
quite see the meaning of these percentages. That is the first point. 


Secondly, there is the suggestion in this brief, which I have heard from a 


this country—how much we have to spend on education, scientific research, 
health and welfare, and so on—that a list of priorities should be established. I ~ 
have a feeling that implied in this suggestion that expenditures under this head- — 
ing—particularly Health and Social Welfare—are some type of a drag on the © 
economy—that is, they are Government expenditures which have to be taken in © 
either by taxation or payroll deductions—nevertheless there is something wrong ~ 
with this kind of exepnditure, that it may inhibit the growth of the economy. I © 
would like to suggest to the delegation there are other aspects as well. Do these 
type of expenditures not stimulate the economy in many ways? They are trans- 
fer payments and, as others have pointed out, they go into the hands of people © 
who largely use them for consumer purposes, so they come back into the econ- — 
omy again. I have the feeling this whole thing is presented in a vacuum and ~ 
without too much regard to the total economic picture. That is as specific as I — 
can be, but I think they will know what I am driving at. | 


Dr. CRUICKSHANK: I will ask Mr. McPherson, if I may, to take a crack at 
those questions. ' 


Mr. R. B. McPHERSON (Member of the Committee on Health and Welfare, — 
Canadian Chamber of Commerce): Mr. Chairman, I am sure I could not give a_ 
precise, quantitative answer to all the gentleman’s questions. I could merely talk 
to them. 


Niece RIV Phatis all I did: 


Mr. McPuHeErRson: This table was not presented to suggest any maximum. As _ 
you know, economists in various countries have suggested from time to time a 
certain quantitative maximum as to the amount of social security expenditures. — 
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a1 personally feel there is no absolute quantity, that that depends on the wealth 
of the country and the state of economic development. This was not put in for 
that purpose. This was put in for one or two other purposes. It does show that 
the country with whom we have to compete, our largest competitor, its social 
security costs are less than ours. It is a fact we wish to bring to the committee’s 
attention. 

You did mention there was another side of the coin in terms of cost, and 
there certainly is. The cost is one side; the incomes are the other side of the 
coin. The income is generated by the social security expenditures. I think it is 
the task of any group which is trying to further the growth of the economy— 
whether from the standpoint of business or government—to strike that balance. 
I certainly cannot suggest any particular balance, but there has to be, in my 
opinion, a balance developed. Maybe social security expenditures could be a 
drag if they became too large. They might be a drag if the incomes were too low. 
In other words, it is a balance we are trying to achieve. 

You mentioned one other factor, and that is priorities. Of course, that opens 
a very large door. I have a list of some of the things that I think should be taken 
into account in establishing a system of national priorities. There are social pri- 
orities, education, pensions, cultural priorities, industry investment versus ex- 
penditures, developmental roads, public works, and defence. This long list is 
complicated by the fact that you have to establish priorities in terms of current 
expenses and capital expenses. 


Mr. PRITTIE: I have one other question. Perhaps Mr. Osborne could answer 
at. 

I have not read the recent report of the Economic Council, but does that 
report or any other economic study refer to the percentage of national income 
that a country can afford for health and welfare measures? The gentleman an- 
swering said he could not be absolutely sure, and I said I could not understand 
that. However, are there any studies in this field? 


Mr. OSBORNE: Mr. Chairman, may I say that I have not read the report 
of the Economic Council in full, so I cannot say whether or not it includes such 
references. Secondly, in the economic report it was reported by Mr. Bryce and 
was appended to the proceedings of this committee a reference to the percen- 
tage of gross national product that is spent on income security for the aged in 
selected foreign countries, and you will recall that of the countries chosen 
Canada was at the bottom of the list. 


Mr. PRITTIE: Yes, that is one particular item you are referring to there. 


Dr. H. F. Horrig (Chairman of the Executive Council, Canadian Chamber 
of Commerce): Mr. Chairman, may I attempt to answer further the question 
raised by the honourable gentleman. I would like to read from the First Annual 
Review of the Economic Council of Canada, because I believe, sir, it partly 
answers your question, and I believe that the philosophy which is expressed is 
one which the Canadian Chamber of Commerce finds sympathetic to its own 
views. 

What the report says may be a little long, but I think it is worth reading 
into the record. This is from page 199 to 200, starting with the second para- 
graph of page 199: 

Social progress obviously requires balanced development in a num- 
ber of fields, including social security, education and worker training, 
health services and standards, housing, and cultural and recreational 
opportunities. Social progress is thus not attained solely through higher 
rates of pay, shorter hours of work, and improved material standards 
of living. The growth of physical production, however, sets the limits 
within which continuing social progress can be made. Thus, improved 
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it be possible to ee over the longer run, consistent advances in ip 
welfare. a 

We would therefore argue that the most important contribution 
which can be made to future improvements in social welfare will be- 
successful attainment of our basic economic and social objectives, 
including the goals of high employment, rapid productivity growth and 
reasonable stability of prices. We emphasize that the real costs of failure 
to attain our basic objectives will ultimately fall on individuals in terms 
of unemployment, lost income or reduced purchasing power. Moreover, © 
such failure—for example, in the form of high unemployment or rapid — 
price increases—would obviously tend to intensify both the needs and — 
the social pressures for government programmes and policies to safe-— 
guard individuals against inequitable costs and burdens in the highly 
complex and highly urbanized Canadian economy in which we now — 
live. Conversely, successful achievement of the goals will help to mini- i 
mize not only the extent and the severity of individual hardships and h 
burdens in the economy, but also the welfare problems and needs in 
Canadian society. The most effective ‘‘war on poverty” will be effective 


market policies and other measures to facilitate adjustment to change. ~ 
Steady economic growth would also make possible significant improve- — 
ments in standards for low-income groups, and provide rising margins © 
of income and resources over time for further advances towards more 
comprehensive and adequate services and facilities in the social welfare 
field. 4 
Nevertheless, we recognize that there will be Canadians who, for 4 
various reasons, will be unable to participate in the high employment 
and income opportunities under conditions of rapid and sustained growth, © 
and whose poverty may become more acute and more obvious in a high- | 
income, high-growth economy. The public must ultimately decide what 
degree of income redistribution it is prepared to make and what form 
it should take. But we believe that in an increasingly affluent society 
there will be growing scope for energetic measures to attack the prob- © 
lems of poverty. 


; 
We are impressed by the extensive array of private and public social — 
welfare payments and services which have been established and are | 
available in Canada. At the same time, we believe that over the longer 
run it will be important to consider remaining gaps—for example, in | 
the field of medical care. At the centre of interest in this latter field is, ; 
clearly, care for the aged whose needs are greatest, and care for the | 
poor whose resources are slimmest. More generally, we recognize that — 
medical catastrophe remains an unpredictable threat to the financial 
security of many families. Other potential areas of need are those of 1 
safeguards against loss of wages during prolonged periods of illness, and © 
more effective rehabilitation services for both the physically and socially — 
handicapped. We are well aware that there are many complex questions — 
involved in considering what combination of public and private means q 
may be appropriate to the administration or financing of such advances 
in social welfare. 3 


You raised the question of priorities, sir. We would not attempt to advise - 
the Government on the exact order of priorities, but I think we are somewhat 
surprised to find that one of the first major steps of the Government is in an 
area of pensions, which is already being served by the private enterprise system, 
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a Bnd with which we are in complete agreement. 
‘a In other words, we can at least define priorities to the extent that as bie 
- nessmen we have seen ourselves making significant progress in this country in 
- providing jointly with employees a system of pensions which, while it has not 
become universal, has nevertheless been making steady progress towards the 
assurance that gainfully employed workers shall, sir, have a pension plan which 
_ will provide a part of their livelihood in retirement, and the Canadian, I think, 
- has always been effective as a rugged individualist to do some planning for 
himself. 
| Now, these people, sir, are the ones who are really in a position to take 
care of themselves, but the new plan proposed has, we think, a weakness in that 
it leaves untouched large areas where people who are not gainfully employed 
and who may be casual workers are not covered by the scheme. These are 
people who have suffered by the stresses which come in the field of human 
relationships and are not covered by any one specific scheme such as the pension 
plan. 
These people are not provided for and it seems to us that this is a priority 
which perhaps comes first, and private industry which has done a job in the 
pension field is not in nearly as much need. 


Mr. PrRITTIE: I wonder, Mr. Chairman, if the question of whether the 
private insurance field has adequately covered pension needs has been raised. 
I am sure other members of the committee would like to raise that, and so I 
will content myself with one comment. 

One can hardly argue with the statement of the report of the Economic - 
Council which the gentleman has read. They are simply saying that there 
seems to be a need for a continuing prosperity, and I would like to stress that 
these transfer payments of this type and others help to sustain the demand 
for a prosperous economy. In other words, a great deal of money goes to the 
private enterprise field. 


Mr. Luoyp: Mr. Chairman, may I make an observation here on a question 
of procedure. It is not a supplementary. I believe it was Dr. Hoerig who read 
into the record these excerpts from pages 199 to 200 of the Economic Goals 
for Canada to 1970. I am sure that he would like us to have the full context 
because it begins with some observations as to social capital needs in the areas 
where they must be supplied. 
I wonder if he would object if the first two paragraphs at the bottom of 
page 198 were included with his observations? Otherwise, it is meaningless. 


Dr. HoeEeRIc: I would agree that these first two paragraphs should be read 
into the record, but they do not change at all the views that were expressed: 
in the latter part. 


Mr. LLoybD: Well, we will ask you about that later. 


Hon. Mr. CRouu: Let them be placed on the record. 


The assumed pattern of government expenditure at potential output 
in 1970 allows for a high and sustained rate of growth in investment in 
social capital. This is required for increased over-all productive efficiency 
in the economy. It also reflects the growing demands in a high-income 
society for improved schools, hospitals, highways, streets, parks, cultural 
and recreational facilities. 

There is a particular need to improve our cities for both economic 
and social reasons. This requires, among other things, rehabilitation of 
dilapidated residential areas or clearing some of these areas for more 
efficient use for commercial and other purposes. In the field of housing 
there is a need for improved living accommodation for families and 
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individuals who are now relegated, by economic circumstances and — 
urban decay, to substandard and blighted living conditions. To attempt — 
to deal in a comprehensive manner with these needs will require the © 
development of policies and programmes directed towards the elimina- ~ 
tion of their underlying causes. Many problems exist in this field and — 


available information about them is meagre. But we believe that it is 


essential to develop a much larger and more effective programme than ~ 


now exists for urban renewal and low-rental housing. 


The CHAIRMAN (Mr. Cameron): Senator Thorvaldson, you had a question? 
Hon. Mr. THORVALDSON: I have no questions at the moment. 

The CHAIRMAN (Mr. Cameron): Then, we are back to you, Mr. Knowles. 
Mr. KNOWLES: I thought Mr. Basford was next. 

The CHAIRMAN (Mr. Cameron): Yes I put him ahead of you. 


Mr. Basrorp: Mr. Chairman, through you I would like to ask the delega- 
tion a question with respect to the comment that is found at page 11 of their 
brief, to the effect that the consequences of the development of a large pension 
fund provided by the Canada Pension Plan on the availability of Canadian 
capital for the producing sector of the economy should be recognized. Dr. 
Hoerig has cited with approval the first annual report of the Economic Council, 
and I am wondering whether he would also cite with approval some other 
quotations from the same report which discusses the proposed universal con- 
tributory pension plan. I quote: 


However, calculations based upon the growth conditions we have 
assumed for employment, income and prices indicate that by 1970 the 
annual contribution income of the plans (based upon the rate provisions 
outlined in the federal government White Paper) would amount to 
slightly more than 5 per cent of total gross private saving. This would 
be somewhat more than one per cent of the Gross National Product. 
Consequently, as the White Paper notes, even if this entire sum were 
diverted from the stream of private saving, the effect on the rate 
of total saving would be limited. 


Then, projecting further beyond 1970 at page 130 the report goes on: 


We incline to the belief that the stability of the rate of gross private 
saving will not be significantly affected by the introduction of the plans. 


Having approved of one part of the report I wonder if you would also approve 
of those parts? 


Dr. Horric: Well, sir, I assume that the figures you read are based upon 
a factual analysis and, therefore, they cannot very well be rejected, and I 
shall accept them. However, I think that our position as stated in our brief is 
—as we have pointed out, if it is the with of Parliament and the Government 
to take this course of action the country is going to survive, and it is going to 
grow. We suggest that it may not be the best way, nor may it be the most 
most important thing to do at this time. 


Dr. CRUICKSHANK: I wonder if I could ask Mr. McPherson to comment on 
Mr. Basford’s question? 


The CHAIRMAN (Mr. Cameron): Yes, certainly. 


Mr. McPHERSON: This opens up a fairly large question. I am an economist 
in industry, and I have the greatest respect for the Economic Council, and 
also for the White Paper presented by Dr. Bryce which is reported in the 
Minutes and Proceedings of this committee, No. 8. The Government, of course, 
has a much larger research organization than I could command, or that any- 
body in industry could command. The only reason that I might quarrel with 
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some of their figures—and one in particular—is that for a quarter of a century 
_I have been pretty close to the investment operations of this country, and the 
_ one major figure with which I disagree is that which has to do with long term 
- capital requirements. 

Private industry in 1964 invested something of the order of $5 billion. 
_ Now, if we are going to provide the tools for the 150,000 people who will 
be entering the working force each year then by 1970 I think this figure will 
probably be double that. It will be $10 billion or $11 billion. 

This, of course, is an estimate. I prepare it for our board of directors, and 
I had no ulterior motive. My figure is double that of the estimate of industrial 
expenditures being made today. If we add to that the actual expenditures of 
government and of housing and all those other things we can obtain a capital 
investment figure by 1970 of from $15 billion to $16 billion. This is where I 
am higher than the figure of the Government agencies. 

In terms of savings, the best I can see is something like $12 billion. That 
means this country will be faced with a capital deficiency by 1970, if we are 
to have full employment, of something between $3 billion and $4 billion. 

These are figures that are not presented to this committee in order to give 
precise quantitative estimates. They are orders of magnitude. They do suggest 
a very serious gap which I think anyone embarking on a program such as 
this should investigate much more fully. I cannot say it is going to be this, 
but I can say I have done enough work to suggest that this estimate deserves — 
a great deal of consideration. 

I do see a gap, and I do differ from Dr. Bryce’s White Paper and the report 
of the Economic Council to that extent. 


Mr. BasrorD: I want to be brief so that the other members have an 
opportunity of asking questions. Again, I notice at page 11, subparagraph (6) 
reads: 

The additional costs arising from the current pension proposals will 
add their contribution to making our competitive position at home and 
abroad more difficult. 


I can appreciate very much the concern of the Canadian Chamber of Commerce 
over the cost of doing business. I am from British Columbia, and I am probably 
most concerned with the cost to the pulp and paper industry which is, of 
course, an exceptionally important industry to Canada. It is the largest earner 
of foreign exchange in Canada. We had submitted to us the other day a sub- 
mission of the Canadian Pulp and Paper Association which had this to say: 


If the actuarial assumptions as to the cost of the Canada Pension 
Plan are correct, and if the pulp and paper industry is able to achieve 
satisfactory integration with existing private plans, the cost of the 
Canada Pension Plan will not be detrimental to our industry. 


When they say “the cost of the Canada Pension Plan will not be detrimental to 
our industry” I presume they mean it will not be detrimental to their com- 
petitive position at home and abroad. I find that a very important statement 
from this very important trade association, and it would seem to differ from 
your general conclusion in your brief. 


Mr. LittLte: Mr. Chairman, I think the point taken by the pulp and paper 
association is quite understandable. I think you must deal with industries one 
by one in this connection, and this happens to be a low-labour intensive in- 
dustry, as I understand it. You can take other examples in which you will find 
that the reverse is true. I think the White Paper does come to the conclusion— 
and this is at page 419—that it seems likely from a consideration of the figures 
and the economic interrelationships that the commencement of the pension 
plan will give rise to a modest increase in prices in the Canadian economy, per- 
haps of the order of 1 per cent. Now, this 1 per cent increase in price is, in our 
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view in competing with those abroad. Ch 
We are back to this question of priorities. If you take a series of. co 
one by one, and say: “We will adjust this by 1 per cent, and we will adj 
this by 1 per cent, and we will adjust this by 1 per cent’—well, in isolat: or 
each can be made to appear very insignificant and something that you car 7 
- aecept, but when we look at the whole broad spectrum of prices in this country © 
over the next five years we see a different picture, and we should consider 
what comes first. 
Mr. BASFoRD: I was interested in your comment on this comment of this | 
important industry, which is to the effect that this will not be a factor in ‘their | 
competitive position. i’ 
The CHAIRMAN (Mr. Cameron): Mr. Knowles? 4 
| Mr. KNow.es: May I draw attention to, and base a question on, a state- © 
ment that is to be found at page 7 of the Chamber’ s brief. On that page I nove® a 
the words: ‘ 
The Canada Pension Plan does not provide for those Canadians who 
are now aged, orphans, widows and disabled. 


18 


Then, a sentence or two further down, one part of that is repeated in these i 
Woe. a 
The Canada Pension Plan will provide no benefits to any person 

aged 69 and over as of today. 


I might say to the delegation that this is a shortcoming about which I too am © 
deeply concerned. I wonder if the Chamber could tell us what they propose we 4 
should do for Canadians who are now 70 years of age and over. 


Dr. CRUICKSHANK: I did read out the recommendation, Mr. Knowles. 


Mr. KNOWLES: There is a reference at page 13 which suggests that some- 4a 
thing be done through suitable modification and reformation of the Old Age ~ 
Security Act to meet present day needs. 4 


Dr. CRUICKSHANK: That is right. 


Mr. Knowuss: I think you will realize that I am asking you, with all 7 

respect, to be a little more specific, and tell us what precisely it is that you P 

do not agree with in ‘the Canada Pension Plan and what you would propose _ 
to do for this group of people. 


Dr. CRUICKSHANK: May I ask Mr. Davies to take that one on, Mr. ~ 
Chairman? s 


Mr. Davies: We are proposing that some changes be made in the Old ~ 
Age Security Act to fill the gaps which we have observed in the Canada 
Pension Plan as it is now written, to take care of people who are over the a 
age of 70. We feel that something should be done for people who are very _ 
old. I will not say what ages should be considered, but we are concerned ~ 
about the fact that over the course of time an individual’s savings decrease. 
We referred to that, and we refer to persons of very advanced ages. In ~ 
addition, we are thinking of situations in which there is a sufficient spread 
between the ages of a man and his wife so that the wife is not entitled to the © 
old age pension and yet not young enough to be a wage earner. Again, we have 
not spelled these figures out in dolar and cents. We are merely pointing out — 
the fact that to solve the problem larger sums of money must be provided for — 
couples who are in such a situation. M 

Mainly, we are saying that the gaps that we see in the Canada Pension — 
Plan can be filled, and we are thinking not only of those aged 70 and wes a 
but those of other gaps, and also the old age security program. id 
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_ Mr. KNowLes: Mr. Davies, I appreciate that you have made precise sug- 
gestions with regard to different categories—for example, those who have 
* attained 75 or 80, the case of a husband and wife, both of pensionable age— 
- but does not that still leave you in the position of not carrying through with 

your complaint about the pension plan that it does nothing for those Canadians 
4 who are now aging? What about the people from 70 to 75 who are on $75 
a month? Does the Chamber propose that that flat rate of benefit be in- 
creased? 


Mr. Davies: Again, as I say, we have not come up with dollars and fi- 
gures. We are talking about the individual who is a single person or who is a 
- married person and we may have a different answer. When a man and his 
wife jointly are over the age of 70 we are talking of a pension of $150 to 

the two together. 


Mr. KNOWLES: That is the present position. 


| Mr. Davies: That is the present program without the Canada Pension 
Plan. I would not say whether this is exactly adequate but it certainly is 
not adequate where the wife is not of an age to enable her to get the additional 

$75 and this is the purpose of suggesting an additional sum in the case of 
men and their wives where there is a discrepancy in the age group. That 
would take care of the man of 72 or 73 whose wife is 62 or 63. 


Mr. KNOWLES: But you do not propose any increase in the amount of the 
_ flat rate benefit on any universal basis? 


Dr. CRUICKSHANK: We think of people of very advanced age who have 
their savings depleted and the cost going up and we think that probably that 
is a reasonable recommendation. We also think there ought to be some pro- 
vision in the present plan for the widows and for widows of pensioners. There 
should be some provision for people who retire before age 70. Perhaps you 
would need some sort of an income test. However, these are the types of 
things we feel are needed to keep the universality of the present O.A.S. to- 
gether, and perhaps not incur any later obligation than the plan that is re- 
commended. On page 4 we have a list of the various questions we had, and 

I might get Mr. Davies to speak to you. You realize that the figures here are 
not subject to very close review. 


Mr. DAVIES: Once again we are talking about certain gaps in the Canada 
_ Pension Plan. You mentioned certain gaps a moment ago. At the moment the 
plan does not provide anything for the present aged, orphans, widows and 
disabled. We feel that a program of this nature, which is a welfare program, 
should be more concerned about the people who need the funds most. Later 
on there will be reference to the fact that we see windfalls coming to those 
people who perhaps do not need them, but we see nothing for those who needs 
the funds most at present. They are the widows, the orphans and the dis- 
abled. At the present time we estimate that we may be talking of one million 
people in that category, roughly speaking, where we feel there is a weakness 
in the Canada Pension Plan. 


Mr. KNOWLES: I wonder if the delegation realizes the rather difficult 

spot in which this committee is placed in this respect. We have had a number 
of delegations take more or less the position the Chamber is taking, namely, 
that the priorities are wrong, that the Canada Pension Plan should not be gone 
through with, because there are other things that represent greater need. 
Yet, with very few exceptions, most of those delegations will not come straight 
out and tell us what is to be done about those other needs. You have told us 
there are a million people. You would be giving us some alternative to the 
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C.P.P., to the money we would be prepared to raise and spend on it, if you could 


say that so much money should be placed in a certain flat rate benefit to certain 


people. 


Mr. LITTLE: I wonder if I might speak on behalf of the chamber. It may 
be that we were at fault, but we did not think it our duty to come with an 
alternative to the C.P.P. In our view, we were doing a service when we analyzed 
the plan, when we put forward our opinions on it and detailed the short- ; 


comings we thought to be in it. We simply point out that there are very 
serious and important gaps which we think can be covered by suitable amend- 
ments and adjustments of the old age security plan. There is no doubt about 
that. It is quite true that we have not tried to analyse whether the $75 a 
month should be $110 or $162. This is a study in depth and should be made 


of the pension requirements of the people of the country. We must be the first ] 
to confess that we have not estimated this. We are simply pointing out what we 
think was a shortcoming and we thought the detailed analysis was perhaps — 


your job, sir. 
Mr. KNow.es: I take it then that the Chamber has objections to the 


Canada Pension Plan, thinks there are other things to be done, but the Chamber ~ 


is not itself presenting precise alternatives? 
Mr. LITTLE: Not precise. 


Dr. CRUICKSHANK: Fairly direct, though. We are not setting down dollar 


figures. 


Mr. KNOWLES: Consider our position as members of the committee to 
which a bill has been referred, which has had second reading in the house and, 
in case you may not know this, for which we all voted. We have to report back. 
What do we recommend? That the bill be adopted as is; or do we try to 
amend; or do we say “In view of the representations we have heard, we 
think the bill should be rejected.” What would be your advice to us? 


Mr. LITTLE: Mr. Chairman, if I may take responsibility for the Chamber, 
there would not be any doubt in my mind that the present bill should not pass 
and that the question should have a great deal further study. 


Mr. KNOWLES: I want to express appreciation of that forthright answer. 
I do not say I agree with it but it leads us to understand what we are asking 
about. Let me ask another question. 


Hon. Mr. THORVALDSON: Mr. Knowles, would you allow. a supplementary 
question to the one you have put—just one? 


Mr. KNOWLES: Delighted. 


Hon. Mr. THORVALDSON: I was going to ask Mr. Little or Dr. Cruickshank 
whether you would think as an alternative that there be a complete review of 
our social service system from the federal point of view, such as there was 
when the old age pensions system was adopted in 1950. You will recall that 
there was a joint committee of the House of Commons and the Senate which 
sat for long periods of time. They considered the whole needs of the country. 
In reply to Mr. Knowles, would you suggest that such a review, a comprehen- 
Sive one, might be preferable to throwing into this committee one bill, the 
Canada Pension Plan, and saying “‘Here it is, take it or leave it, and that is it.” 


Dr. CRUICKSHANK: That was our first point, senator. 
Mr. BASForD: On a question of privilege, no one has told us ‘Here is a 


bill, take it or leave it.”’” The Prime Minister has made it very clear, as also — 


has the Minister of National Health and Welfare, that this committee is to 
examine and is free to make whatever amendments it wishes and report on it. 


Hon. Mr. THORVALDSON: It seems very much that it means “Take it or — 


leave it,” and I hope it does not. 
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p Mr. KNowLEs: I did not mind the supplementary question, but I would like 

- to ask questions now about some details. You make it clear in your brief 

_ that you are opposed to the indexing feature of the Canada Pension Plan, 

_ certainly the provision of increases either in the Canada Pension Plan benefit 
or the old age security plan benefit, or based on increases in the consumer 
price index. I am right in interpreting that as your position? 


Dr. CRUICKSHANK: Yes. 


Mr. KNOWLES: Do you have any alternative method to suggest for in- 
creasing the rates of pension or benefit through the years? 


Dr. CRUICKSHANK: Yes, we have. 
Mr. KNOWLES: What are they? 


Mr. McPHERSON: In regard to that, I would like to give the subject more 
attention than I have. I object to the indexing on this basis, that it occurs in an 
inflationary situation, that is, when the demand for goods exceeds the supply. 
It should be the concern, during that particular period, to curb demand to 
prevent any further distortion in demand. Suppose we have a period of in- 
crease in prices and then the pensioners are not as well off as they were be- 
fore. While it may be a harsh suggestion in your eyes, my suggestion 
is that we should not increase pensions as of that time during this period of 
acute economic difficulty, but that we postpone this inevitable adjustment until 
supply and demand are in better balance, and then adjustments can be made 
without seriously distorting our price system. In other words, do not add fuel 
to the flames. Let us put the fire out and then make the adjustment. 


Mr. KNOWLES: May I indicate that the witnesses we had before us this 
morning, the group representing the life insurance underwriters, were also 
opposed to indexing on the basis of the consumer price index, but they did 
say quite categorically that they thought pension rates should be adjusted ~ 
in keeping with the general standard of living of the community. Would you 
support that principle? 


Mr. McPHERSoN: That brings something into consideration—the question 
of policy of the Chamber, which I have not at my fingertips, but we are 
committed to a policy which takes care of the aged. 


Mr. KNOWLES: By the aged, do you mean people who grow up to 75 
or 80, or the older age population in general? 


Mr. McPHERSON: I mean the old age population generally. I think that is our 
policy, but I am speaking from memory. 


Dr. Hoeric: I think the answer to Mr. Knowles’ question is that we 
believe the indexing provision is a kind of straightjacket. It prescribes what 
has to be done in advance of really being able to say what the situation 
may be like 20 years from now. As business people, we like a posture of 
flexibility to meet our competitive problems, and it seems to me that the 
recommendation needed to be made would depend on the resources of the 
economy at any time. The plan should be subject to adjustment, but based 
on the needs and the situation existing at the time, rather than prescribing 
a formula. 


Mr. KNOWLES: When you object to indexing are you referring only to the 
indexing included in this plan, post-retirement, on the basis of the consumer 
price index changes, or are you also opposed to the indexing that upgrades 
the pension of a competitive scheme according to the wage level? 

Dr. CRUICKSHANK: It is the automatic feature we object to, sir. 


Mr. KNOWLES: You are in favour of adjustments, but not automatic ad- 
justments? 


fae ee: 
+ 


‘Dr. Cdaree an ire ‘That is Hane! Meta ERS wsthhd Ateu RNP ISS ah pan 

Mr. Knowtss: I have one other question. : a ERO he 

“Mr. Basrorp: May I put one question first? Mr. Haaren hairs of t e 
North American Life, who made a very valuable contribution to this com~ 
mittee, suggested that if the increases were tied to wage levels this would avoid | 
the hod features of trying to index. I wonder if Mr. McPherson has any com- 
ment. E 


Mr. McPHERSON: Again, one Peis have to look at the actual situation 
as it exists at the time. If the index of wages were followed by productivity 
it would be reasonable to tie the two together, but if it were a result of in- | 
flationary pressures I would be against tying the pension to the wages. I. think | 
it all depends on the conditions prevailing. I thnk any government or person — 
administrating would appreciate the flexibility feature. 4 
Mr. BAsrorD: Mr. Anderson’s thesis was that by tying it to wages you — 
would be tying it to productivity. 3 
Dr. CRUICKSHANK: I think if it were related to the real standard of living, 4 
it would be an increase we would appreciate. a 
Mr. KNOWLES: May I now go to my other question? This is a hypothetical — 
question, but I do not think that the hypothesis is unfair. If there is going to — 
_be something of the order of the Canada Pension Plan in Canada—and I am ~ 
addressing this question to you as representative of the opposing side of the. q 
-table—I have in mind your complaints about the complications of the plan. 
Which would you rather see, one plan for all of Canada or a plan in which — 
one or more than one province opts out? I should not be coy about this. We know 
that Quebec has opted out. What about Ontario’s position? If it opts out, does it 
make things more complicated in handling this plan? a 
Dr. CRUICKSHANK: No doubt the greater number of plans the more com- 4 
plicated it is for industry administratively. 4 
_- Mr. KNOWLES: In other words, if there must be a plan, you prefer the a 
fewer number of plans? F, 


Dr. CRUICKSHANK: We do not prefer this one as it is in its present form. 

Mr. KNOWLES: I realize that. That is why my question was hypothetical 

Dr. CRUICKSHANK: You add to the complications. iq 

Dr. HorRtIc: Certainly in our modern society mobility in population is a — 
very important point. I think we would support wholeheartedly uniform legisla- | 


tion right across the country, whether passed by a province or by the federal _ 
Government. ‘ 


Mr. KNOWLES: In other words, you want uniformity and portability. 

Dr. CRUICKSHANK: Yes. : 

Mr. Morison: How do you present this mobility from one province to a 
another? . 


Dr. HOERIG: We have been asked whether we prefer uniformity or not, 
and we do. I know that the practicalities of provincial and federal iitezratiaal 
are perhaps of a broad scope, and we would like to collaborate with gov- 4 
ernment. 

Mr. BASForD: Are you prepared to tell Premier Robarts that? 

Mr. MONTEITH: Or Premier Lesage? 

The CHAIRMAN (Mr. Cameron): Senator Croll? 


Hon. Mr. CRoLtt: Well, we want a plan for Canada, and if Mr. Lesage is” ‘ 
listening, that is good, too. However, let me ask this question in the light of that — 
background. I understood Dr. Cruickshank to say that we were meeting in 


_ an atmosphere of prosperity—although I do not think he used the word 
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n easures such as this, this is the time to do it rather than when the economy 
is not in such a healthy state. The matter of ie: appears in your brief, 
as well as in many other briefs. 


Ly i 
. Dr. CRUICKSHANK: Yes. 


Hon. Mr. CROLL: You speak of pensions and health, education, and I think 
you use the words, “priorities for human betterment and improved standards 
of living.” No one disagrees with you, doctor. 
Then I think it also appears in your brief that these things Cane be done 
_ simultaneously. Whether or not that appeared in your brief, I am not sure. In 
any event, you would have to agree that they cannot be Aone simultaneously. 
Now, Mr. Little said in answer to a question that the problem is what 
- should come first. Is that not a political problem, and has that not been solved 
by Parliament in making a choice, wise or unwise, and in saying, ‘‘This is our 
choice of the priorities, and we present this plan?” So I get back to your 
recommendations, referring to page 13 at the bottom, and continuing on page 
14. As I understand it, what you are really saying is, “If you people are going 
ahead with the plan, which we don’t like...’—and that is your privilege, of 
_ course—“‘this is what we suggest you should take into consideration in addition.” 
About two-thirds of the way down on page 14, the brief says, “It was 
recommended that the federal government should adjust the present old age 
security plan.” That has troubled us ever since we have been sitting here. 
It is the real crux of the whole business. However, what you are saying is 
that if you were going ahead with the plan, some such plan, these are the 
four things we want you to consider in addition to these other matters. Is 
this correct? 


Dr. CRUICKSHANK: It provides for universality, yes. 

Hon. Mr. Crouu: No, we are not dealing with universality. What you 
are saying in effect is that if it is the decision of the people to accept the 
principle of Bill C-136, you will have some ideas, even if we are stuck with 


this. You say that the maturity period could be lengthened. What have you 
in mind? 


Dr. CRUICKSHANK: Twenty year. 
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Hon. Mr. Crouu: That was the original suggestion. The indexing, I am 
not going to cover because Mr. Knowles has done that. I am not going to cover 
number (4), because that is so obvious that it will be done. We take a look 
at number (3), and I do not quite understand what you are saying there. 
Dr. Cruickshank, you will accept for the moment that the plan is accepted 
in principle. If a plan is accepted in principle, how can you possibly invoke 
(3), because (3) is contrary to the principle of the plan? Were you trying 
to say something else, or what? 


Dr. CRUICKSHANK: I will call on my financial friend to answer this one. 


Mr. LEon Monpoux (Health and Welfare Committee, Canadian Chamber of 
Commerce): I believe this paragraph arose from wear that perhaps we would 
be submitted to undue pressure from the public. 


Hon. Mr. CROLL: From the public? 


Mr. Monpovux: Yes, with regard to things that the funds were not in- 
tended to cover. We realize that perhaps this will be left in the hands of 
the provinces, but we felt we had to say something about the necessity to 
protect the funds so that being a savings they would be used as savings, 

promises to pay and available to pay the promises, and when the date came 
up, to pay back. I believe that was the intention there, a sort of message to 
_ the nation. 
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Hon. Mr. CroLu: While you are on your feet, you know that if a province 
borrows from this fund it pays at a rate of 5 per cent. I think that is in the 
bill someplace. 


Mr. KNOWLES: There is a formula. 


Hon. Mr. CroLL: Which means 5 per cent. That is not an unreasonable 
or too low a rate, is it? 


Mr. Monpoux: Isn’t it possible, by using these funds that way, to by-pass 
the usual checks and balances the province has to face when borrowing 
money? . 


Hon. Mr. CROLL: What checks and balances does the province have to face — 
when borrowing money? Constantly throughout these briefs—and the same ~ 
thing last night from very intelligent people—has been expressed the constant — 
fear the province was going to put it in its pocket and go to Florida. It 
appears in many of the briefs. Here it is in the Winnipeg brief. I am waiting 
to ask the question if they are talking about the premier of the province. ~ 
I am sure they are not, but I just marked it. I cannot understand the constant © 
repetition of doubting the integrity of the provinces. My own view is, and 
this goes for all the provinces, that in the main they are generally well run © 
and they are pretty careful. ‘ 


Mr. Monpoux: We were aware of the dangers when we put that down, 4 
that it could be interpreted as a slight, but it was not at all. We have seen q 
what has happened to the Unemployment Insurance fund. 7 


Hon. Mr. Crouu: Yes. Don’t open me up on that, will you? 


Mr. BASFoRD: Coming from British Columbia, I do not accept Senator ~ 
Croll’s suggestion regarding provincial finances. 7 


Mr. Macautuso: Mr. Chairman, a supplementary question on that. The © 
Chamber recommends this be held in trust like private pension funds. Is the © 
Chamber recommending these funds be held by a state agency for investment, 
as private plans do? : 


Mr. Monpoux: We hope it would be put under some form of control by the ; 
provinces. I imagine it will be so in many quarters. . 
Mr. Macatuso: Are you recommending—or I assume you might be— — 
that in investing they might invest in real estate, bonds and common stock? 


et es 


Mr. Monpoux: No, I think investing in a school is a good investment, but 
putting two swimming pools in the school is not a good investment. 


Mr. Macatuso: I am not following you. What do you suggest they use — 
the funds for investing in? 


Mr. Monpoux: I would not embark on that. 


Mr. Macautuso: Would not a state agency, by your suggestion, be competing 
with private interests in the investment field—something you are against and 
something probably I am against? 


Hon. Mr. CRoLtu: May I ask you one question? You are a financial man. 
Mr. Monpoux: Not necessarily, and that is why I am in hot water just now. 
Dr. CRUICKSHANK: I would like to get Mr. McPherson to say a word to this. 
Hon. Mr. CROLL: Very well, go ahead, Mr. McPherson. 


Mr. McPuHerRson: When the committee was discussing this problem we raised 
the question—and we did not have the answer to it—whether these increased — 
borrowing powers of the provinces would be used to enlarge their expenditures, | 
their spheres of activity, or whether they would be used instead to supplement 
or to present alternative forms of financing. We did not know the answer to 
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that question, but we thought it reasonable to suggest that these funds be 
segregated so they could be published and so that the public, the voter, would 
know how they were used. 


Hon. Mr. Crouu: I do not think anybody would disagree with you. As I 
recall it, many of the provincial premiers who talked about this used the term 
“social capital”. 

Mr. MCPHERSON: Yes. 


Hon. Mr. Crouu: That is significant. Dr. Cruickshank will tell you what that 
means—he has lived with it many years. 

One more thing while we are on funds. We have heard a great deal of 
talk here from various people, who were also interested in the economy and 
the welfare of Canada, about the general investment funds that are used in 
Canada—and they are considerable—and that this will be a drain from the funds 
normally used for general investment. The evidence before us indicates 5.7 
per cent of, I think, what was used last year or projected the year after. Is 
that a serious matter, or does that figure—I think $600 million, or whatever 
it was— 


Dr. CRUICKSHANK: I think Mr. McPherson has some figures on that. 


Mr. McPHERSON: Senator Croll, I talk about this serious gap between 
the supply of savings and the demand for capital. Now, I pointed out some 
people do not agree with me, but if I am right then it injects a really new 
priority into this situation, and that priority against which every other capital 
expenditure must be judged. That is, are we going to have the money to provide 
the equipment to employ the 150,000 people coming on the labour force? That, 
to me, is the crucial question. If this country is assured we have this capital 
then my argument loses all validity. But, if in the view of what I consider 
a deficit, we are diverting funds away from those people to provide equipment 
for social capital, then that could, in the long run, be working to the detriment 
of the economy and would be a serious drag on the economy. We might have 
the healthiest, best educated group of unemployed in the world. 


Hon. Mr. CROLL: I agree with everything you have said, but the question 
I asked was, regarding this 5.7 per cent of that capital you speak about in any 
given period of time, why would that have any effect on what you and I can 
at the moment see, an economy that seems to be moving up from year to year 
and time to time, and will continue to? 


Mr. McPuHerson: Let us put it in orders of magnitude. Suppose there is a 
shortage of $3 billion, a gap between savings and investment. Say by 1970 
something like $600 million is diverted from the private sector to this other 
sector. That is $600 million of $3 billion, which is about 20 per cent, is that it? 
It is 20 per cent of the gap. 


Hon. Mr. Crouu: The figure given here was $5 billion as against $600 mil- 
lion, and it came down to 5.7. 


Mr. McPuerson: Five billion dollars is our private capital investment this 
year. I believe our private capital investment by 1970, if we are going to have 
full employment, will be double what it was in 1964. This amount we are 
diverting becomes much more serious in terms of the size of our gap. 


Dr. CRUICKSHANK: Hasn’t it to do with the employment of capital to improve 
the efficiency of the province so you can get a return on your investment? 


Mr. McPuerson: This gap is something I have given a great deal of thought 
to. We have not only to provide the tools but we have to take care of the wear 
and tear and technological advances. The figure is truly staggering. All I am 
saying is, let us be sure we have given consideration to this very essential 
ingredient of any growth. 
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last one in the world to question it, because I certainly have not the und 
standing you have, but I am quoting expert evidence from witnesses who 
appeared before our committee. I cannot recall who said it, but it stuck witk th 
me and I marked it down at the time, so there is a divergence of opinion between 
you experts. a 


Mr. McPHERSON: Yes, very definitely. There is this divergence, and I respect 
the viewpoint of other people very much, but I have looked at it this way and 
I am merely suggesting this is something which merits a great deal of investiga- 
tion. ; 4 

Mr. LittLe: I quite understand the problem of trying to assess whether 5.7 
per cent of savings is serious or of vital concern. We do not know, but our 
conclusion is certainly based on the report of the Economic Council that this 
country is going to need every bit of productivity and savings it can muster 
up within the next five years, and if there is a fall of 5 per cent this will affect 
millions of people and this is a very significant factor. a 


Hon. Mr. Crouu: Mr. Little, you are the man to answer this: When the 
Premier of the Province of Ontario has $100 million or $50 million, whatever 
is in that fund, surely to goodness he is going to use it in such a way that he 
does not have to go into the market against Joe Smith. Surely Joe Smith can ~ 
get the money from somebody else and it will all be used. It is not going tog 
lie there and rot. We are not building Fort Knoxes. 


Mr. LittLe: I would like to put it the other way round. We are the first | 
to think that business can invest that money better than the government can. 4 


Dr. CRUICKSHANK: Mr. McPherson was going to make a point concerning _ 
benefits. 


The CHAIRMAN (Mr. Cameron): We will have Mr. Munro’s question. } 
Mr. MontEITH: I think Mr. McPerson was going to make another comment. — 
Mr. McPuerson: No. a 


Mr. Munro: I would like to ask the gentlemen from the Chamber a question — 
concerning item 6 on page 12 of their report—‘‘Features incorporated in the — 
proposed plan complicate integration of existing private plans with the Canada ~ 
Pension Plan.” Then they go on to say: “In a 1963 survey by the federal Depart-_ : 

_ ment of Labour, in establishments in Canada employing 15 or more employees, - 
77 per cent of the employees were in firms with private pension plans.” Be: 

Now, could you tell me whether you have any idea in numbers what that 

77 per cent represents? am 


a 

Mr. Davies: In numbers I don’t think I can answer the question. Could youg 4 
just hold that for a minute? Perhaps I could get some figures for you. 4 
a 

Mr. Munro: I just wondered because you state here that this is 77 per 
cent. 


Hon. Mr. CRouu: The evidence we had this morning was that only 40 per 
cent in Ontario were covered. e) 


Mr. Munro: I was going to ask if they have any idea of how many em- — 
ployees the are in that number of smaller or marginal firms with 15 employ 
or less. 


Mr. McNatiy: This is taken from report No. 7, 1963, published by the | 
Economics and Research Branch of the Department of Labour. It is entitled — 
“Working Conditions in Canadian Industry’’. In the non-office employees this ; 

is covering firms with 15 employees or more, with the total number of em- 
ployees involved being a million and a half, . 
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' Mr. Monro: Those are iene Linpiy iis 15 or more? 
Mr. McNatuy: That is right. It is broken down also into office employees. 


The figure I just gave you was of plant employees, and in the office employees 
it is roughly 681,000. 


Mr. Munro: That is included in the million and a half figure which you 
have indicated? 


a Mr. McNA.ty: No, one is the nonloffice employees, which is a million and 
a a half, and the office employees is 681,000. If you add up 1.5 million and 681,000, 

_ you get a figure for a weighted average of 77 per cent, and I would like to point 
i, out to the committee that these are figures showing where pension plans are 
; established. 

It does not say that all employees are covered, but in a document which 
has been filed with the committee, and with which Mr. Osborne is probably 
familiar, there is a figure indicating that of this 77 per cent, about 70 oa cent 

- of the employees are covered within those plants. 


| Mr. Munro: About 70? I take it that you are saying that the overall em- 
-ployees in your figure are in firms that have pension plans, and would total 
approximately over 2 million? 


Mr. McNAtiy: About 2 million, yes. 


Mr. Munro: Now, I wonder if you had any figures of how many employees 
_ were included in firms with fewer than 15 employees? 


Mr. McNA.ty: No, I am sorry we do not have that, and I don’t think the 
department has it either because this is the figure they gave in their report 


Mr. Munro: Now, I wonder if the Chamber is aware of recent statistics, 
having their source with the Dominion Bureau of Statistics, which would in- 
dicate that approximately 70 per cent of labour force are not covered under any 
private pension plan? I wonder whether they would disagree with that figure? 

_ Perhaps I should qualify that to be more precise by saying that they are not 
_ benefiting from any pension. 


Mr. LitTLE: We don’t have that information and I don’t know whether 
_ we can agree with that in the absence of knowledge. Does that include every- 
body considered to be a part of the labour force? 


Mr. Munro: Yes, the non-agricultural labour force who are not participat- 
_ ing in any plan over 70 per cent. Approximately 70 per cent of the labour force. 


i Hon. Mr. THORVALDSON: Mr. Munro, would you give the source of that, 
_ please? 


Mr. Munro: The Dominion Bureau of Statistics. Mr. Osborne has it and | 


will supply it, senator. 
Mr. LittLE: This presumably will cover farm labour as well. 


| Mr. Munro: Perhaps I could have Mr. Osborne give the source of that 
- information. 

Mr. OsBorRNE: Mr. Chairman, this is a publication of the Dominion Bureau 
of Statistics entitled ‘“Pension Plans Non-Financial Statistics 1960” reporting 
the result of a survey the bureau conducted of pension plans. 

Reference to the labour force should have made it clear that the 170 

- per cent figure is the proportion of the total labour force, including the agricul- 
_ tural members of the labour force. These data are for 1960. That was the last 
_ survey conducted. 


Mr. LEBOE: That is five years old. 


: Mr. OsspornE: At that time the figure was 72 per cent of the labour force 
_ which were not covered, or 28 per cent covered. One specific figure is 1.8 million 
‘1 _ persons covered out of the labour force of 6.4 million. 
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Mr. Gray: Is there not a very recent publication giving the number of 
employees covered by trustee plans? : 


Mr. OSBORNE: Yes, those are only the trustee plans. 


Mr. KNOWLES: May I ask a supplementary question? Would a reconcilia- 
tion of these figures be achieved if we considered the 77 per cent referred to by 
the Chamber as being the 77 per cent of 2 million employees, which is about 
one million and a half, whereas the 30 per cent we are talking about is the tot 
of 1.8 million out of the labour force. 

Now, maybe the figures are of different years, but there does seem to be a 
reconciliation. The Chamber is talking about 77 per cent of a select group 
of 2 million and D.B.S. is talking about 30 per cent of the total labour force. 


Mr. Munro: I think that would be an accurate summary, Mr. Knowles. 


Mr. Davies: May I make a comment on that. I have a note here on pension | 
plan coverage in Ontario, where it says that 63 per cent of paid workers are 
employed by employers who had a pension plan and 44 per cent with members — 
of the pension plans. This refers to Ontario, and this latter figure is for all 
Canada. But what we have to remember when we have a figure of that nature ~ 
which appears to be low, is that first of all we can only concern ourselves with ~ 
employee-employer relationships and, secondly, that the covering does not take — 
into account the employees who cannot join because of the eligibility require- — 
ments, that they would be entitled to join in some few years hence. I think © 
if we were going to make a statement of how well employers have done we ~ 
should really consider the age more close to retirement. I don’t have any 
figures like that, but obviously it would be much greater for employees, say, 7} 
from age of 50 to 65, or something of that nature, which show the figure to be © 
in excess of your 34 per cent. 


The CHariRMAN (Mr. Cameron): I think, Senator Thorvaldson, you have } 
something to inquire about. ; 


Hon. Mr. THORVALDSON: We have been getting a lot of these figures based ~ 
on various other figures and the committee itself could not get these through 
our own economists—at least not up-to-date figures that would be accurate in © 
every way. I think it is important to have those figures so that we would not — 
have to ask every witness what they are. 


Mr. OSBORNE: Mr. Chairman, it is not possible to get up to date figures — 
of a survey that is conducted only irregularly. The 1960 survey was a special — 
survey of trust companies and insurance companies operating pension plans. In © 
the absence of another survey, you cannot just produce the figures. : 


Mr. Davies: May I suggest that this Ontario survey is quite recent, and I 4 
doubt that the figures you are looking for, other than what is available in ~ 
Ontario, are available. , 


The CHAIRMAN (Mr. Cameron): The information you have given is on 4 
the record. 


Hon. Mr. Crouu: Mr. Chairman, that information was given this morning 
in connection with the Ontario Pension Plan by people who are well acquainted 
with it. 


Mr. Munro: May I continue, Mr. Chairman? It would indicate, at any 3 
rate, that the Chamber, through its own authorities, has come to the conclusion 
that approximately 2 million people in the work force are employed by em- 
ployers who have pension plans, but this does not necessarily mean that they — 
are participating in the plan. Is that fair? 


Mr. McNa.iy: May I refer to the 1963 report No. 7, published by the — 
Economic and Research branch of the Department of Labour entitled “Working 
Conditions in Canadian Industry’? This report shows that in respect of non- — 
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; office employees ‘there were roughly a billion and a half employees in the 
survey, and of these there were 72 per cent in establishments, employing 15 or 
more persons, reporting a pension plan. 
Mr. Munro: And the totals came to somewhere in the vicinity of 2 million 
people. 
% Mr. LirtLe: That is a fair statement for that category of ehipioe se with 
over 15 employees. 

Mr. Munro: Now, of course, we get into the question of those employers 
with under 15 employees, and I would suggest that in that area you are talking 
about small firms and marginal firms, with respect to which the percentage of 
participation in a pension plan would be less than it would be with respect to 
the larger firms. 

Dr. Horeric: That may be correct. 


Mr. Munro: Even going back to 1960 when you had an estimated total 
labour force—and this includes agricultural workers; I made an error before 
—of 6.4 million, which would have increased very substantially since that 
time, I would think. But, even working on that figure of 6.4 million we are 
talking in terms of 3 million to 4 million people, I think you can safely say, 
and you can say 4 million people if it were not for this unknown factor con- 
cerning those firms with 15 or less employees, and just what degree of 
participation there is in private plans. 

My question to the Chamber is: What do you propose so far as any 
participation in private plans is concerned by those approximately 3 million 
to 4 million people? I make that 1 million area differential there so that I will 
not be interpreted as being unfair in any way. What do you Propose for 
this very substantial percentage of the work force? 


Dr. CRUICKSHANK: First of all, we suggest there are some gaps to fill 
under the old age security, which are spelled out, although they are not 
spelled out in any specific way. Then, I would think, if you saw a curve of 
participation in private plans you would see an encouraging trend. We have 
discussed the importance of extending private pension plans on many occasions, 
but I do not think we have any specific recommendation to make there. 


Dr. Horric: I would like to add to Dr. Cruickshank’s remarks our alternate 
proposal to provide wider coverage over the old age security that is aimed 
-at the concept that there are many people, perhaps, among this group who 
are not covered by private pension plans but who at the time of retirement 
are in a position of need for various reasons, and that is where— 


Mr. Munro: I am sorry, I think my question was misunderstood. Perhaps 
it is my fault. I say except for those 3 million to 4 million that are in this 
range—I think I am giving the benefit of the doubt here because we are 
counting really 2 million in there who have pension plans, and it is acknowl- 
edged that many of them are not yet participating for some reason or other. 
What are you proposing, in respect of pension coverage for them, so far as 
participation in a pension plan is concerned? I am not talking about when 
they are retired, but since they are workers and do represent a substantial 
proportion of our labour force, they should have some accessibility to some 
type of pension coverage, and I wonder how you felt they should be dealt 
with. 

Mr. LirtueE: I think the answer there, sir, is that there is a trend towards 
the inclusion of more and more of the work force. I think the latest data is 
for 1960. If you looked at 1965 you would probably see that this trend has 
continued. 

As a matter of fact, in a society which reasonably prosperous pension 
plans become a condition of work, and an industry is, in a sense, competitive 
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to the extent that it provides an adequate pension plan as a part of the em- 
ployment environment. I believe that as our economy grows we shall see— 
if the economy is allowed to take its course—a greater and greater coverage 
of the working force by private pension plan schemes. To me this is an evolu- 
tion that can take place, and should take place. . 

Dr. CRUICKSHANK: With the broadened concept of the old age security 
as the basis. i 

Mr. LirtLe: Yes, with the broadened concept of the old age security as. 
the basis to take care of cases of real need. 

Mr.. Munro: In this figure of approximately 3 million to 4 million—and 
again I emphasize that a great proportion of these are agricultural workers— 
many are obviously employed by very small employers, in the sense that they 
employ two or three employees. I think you will agree that private pension 
plans are not readily available to agricultural workers, and other such small 
employers. That being the case, if you agree with that, I am wondering what 
you would provose so far as allowing these people who number in the millions, 
I would say, some type of pension scheme in which they can participate. 

Mr. Littue: It may be that that is an area in which the Government could 
take action to provide essentially a pension system which perhaps yee be 
on a basis similar to that on which the 
system. Perhaps such a plan could be Hecied to solve the Seen of the 
employees of very small companies. This might be a possible area for Govern-" 
ment action, but I think this would require some study. 7 

If I understand your question correctly, what you are saying is that there’ 
are many smail companies that are really not organized to handle this problem 
in the way that a larger company would be. It is possible there might be an 
area of section by the Government here, just as in the case of automobiles, 
for example, where the provinces require that the people themselves assume 
the liability for insurance in the event of an accident. I can conceive of legis-_ 
lation which would require a certain minimum standard on the part of em-— 
ployers in respect of adequate plans. | 


Mr. Munro: I think even the Ontario Government acknowledges the point 
that employers with less than 15 employees find it very difficult to participate 
in any private pension plan, and that is why they set that standard at 15 or 
more. ) 


Mr. LitTLE: Yes, that is correct. | | 


Mr. Munro: Then, you are prepared to concede that there is a very large 
percentage of our work force that should have some access to some type of 
contributory scheme, perhaps financed by the Government, subject to your 
giving the matter more study? 


Mr. LirtLe: I think the Chamber of Commerce would agree with you, that 
there is room for progress in this area. 


Mr. Munro: There is only one other question I want to ask. You did refer 
in your appendix—you were talking about private pension plans. I am refer- 
ring to appendix II. At the bottom of the page you talk about private pension 
plans, and you say in the second paragraph from the bottom: 


Any Government regulations governing such plans should provide 
a maximum of flexibility to meet the varying types of employer-employee 
relationships in different kinds of business and industry. 


Then you go on to say: 


Great caution should be exercised in any regulations respecting 
pensions, especially respecting vesting. To achieve effective portability, 
employees would have to be induced to not withdraw their contributions | 
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in cash when changing employment and employers would have to be 
induced to provide for earlier vesting of employer’s contributions under 
both contributory and non-contributory plans. 


When the Chamber talks of these private pension plans, have they studied 
any figures as to the quality of these pension plans and the variance of bene- 
fits afforded under them? 


Mr. LirtTLeE: I cannot quote you any figures on that, but the Chamber of 
Commerce, like any other society, changes its point of view as we progress. 
You have quoted here a paragraph from the 1961-62 statement of the Chamber 
of Commerce. I think it will be fair to say that the Chamber at this point 
recognizes the importance of portability and the impact it has on vesting. I do 
not know that the Ontario scheme—which I think calls for ten years of service 
prior to vesting or a minimum age of 35 provides this. I think our views are 
that private plans should move towards the area of improved portability. In 
our brief we commend this aspect of the C.P.P., the portability feature. 

To come back to your earlier question on this group which is not covered 
by the private pension plans, it is true in a sense that they are at present con- 
tributing to the present contributory plan, O.A.S. and are covered to the extent 
that O.A.S. does cover the retired worker. Our proposal is that this may not 
be adequate and that the modifications of the O.A.S. may broaden the benefits 
of this group. 

Mr. Munro: Mr. Chairman, without referring to a specific page, I think 
the Chamber would agree that they have talked about the great need for 
mobility of labour. It is a desirable need and we also talked of that. Yet there 
is some talk about these private pension plans. I wonder if the Chamber is not 
aware that many of these private pension plans that you are talking: about 
are built up on a basis of perhaps 1 per cent a year of the employees’ wages. 
This is one of the great motivating factors for the Canada Pension Plan, not 
only for those employees in such plans as that, but for all these employees in 
the work force that are not even covered, that they be allowed some uniform 
standard to have portability and that you will never get portability in such 
schemes that have such a slow build-up. Would the Chamber not be prepared 
to agree that this is one of the great incentives necessary for governmental 
legislation such as the Canada Pension Plan, not only to provide benefits for a 
great percentage who have not accessibility to private plans but also to assist 
in the mobility of the labour force who are covered under pension plans and 
who, were it not for this governmental action, would be obliged to remain with 
one employer all their lives. 

Dr. CRUICKSHANK: I think the hon. member mentioned mobility of labour 
as an increasing part of our industrial economy but I do not think we should 
forget that stability of labour is also going to be a consideration over the years; 
so we have this sort of conflicting necessity actually in our modern industrial 
society. 

Mr. Munro: Is the Chamber advocating competition and free enterprise in 
business but that the labour force should not compete and a man get the best 
price for his labour wherever he may go? 

Dr. CRUICKSHANK: That is right, he should be able to do that; and industry 
also should be able to choose its workers. 

Mr. LEBorE: Is Mr. Munro suggesting that there is no other legislative 
program which can provide portability? I want that clarified. 
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ie - -variations they would want. I grant this was back in 1962 in the Chambe r 
pis _ brief and the position may have changed. They said then: is 


ei Any Government regulations governing such plans should provide 
BY a maximum of flexibility to meet the varying types of employer-em-— 
a ployee relationships in different kinds of business and industry. } 
te Great caution should be exercised in any regulations respecting © 
. pensions, especially respecting vesting. To achieve effective portability, 
employees would have to be induced to not withdraw their contributions 
in cash when changing employment and employers would have to be- 
induced to provide for earlier vesting of employer’s contributions under 
. both contributory and non-contributory plans. Since earlier vesting costs 
: more than later vesting or no vesting, this becomes a matter of increased 
labour costs and a matter of price competition in both domestic and 
\ international markets. It is obviously inequitable to require employers — 
already providing pension plans to meet standards that will increase 
their cost of operations while their competitors are operating without. 
any pension plan. ; 


I use that as an example, that it is difficult to get portability under any existing 
type of pension plan. I say that even if the Chamber made the statements they 
have in respect to private pension plans. 


Mr. LEBoE: For clarification, are you saying it is impossible to have legisla- 
tion outside of the Canada Pension Plan which would provide portability? 


. Mr. Muwnro: For all practical purposes, it is, considering the provincial 
jurisdiction and the necessity for co-operation amongst all provinces and con-— 
_ sidering the inherent difficulties involved in trying to get any real uniformity 
in all existing plans—lI say that for all practical purposes it is impossible in the 
private pension field. | 


Mr. McNauity: The provinces had a meeting at the behest of Ontario, in 
which they brought together the other provinces to discuss the possibility of 
developing some sort of uniform regulations and requirements to deal with 
private pension plans they have within their own provinces. According to a 
press report, they discussed such things as the possibility of portability within — 
the private pension plans within the provinces, the question of adjusting: and 
the question of uniform requirements; and the question of registration. So at 
least there was this discussion going on at the provincial level, having been 
called by Ontario to do these things, vis-a-vis private pension plans. 


Mr. Munro: Even if this end could be attained, despite all the tremendous ~ 
difficulties, we still have not coped with the many millions of workers who are 
either employed in agriculture or with very small marginal firms, under 15 
persons, where it has been acknowledged private pension plans have a great 
deal of difficulty in servicing. 


Hon. Mr. Cro.u: Following what Mr. McNally said, I do not think it should 
ne just remain like that on the record—not that he misstated anything but that he 
did not say enough. The purpose of that meeting was in order to provide super- 

vision for the plans which have gone unsupervised since 1949. Many of them— 
and I have not said this before the committee—unfortunately are not solvent, 
and that is what is troubling them more than anything else. When the federal 
Government withdrew from supervision, no one supervised them and they 
have done a lot of tricks, but that is no part of the issue. They have been called 
together—and Saskatchewan was the first to pass an act for disclosure. A couple 
of years ago Ontario followed and now they are joining to try and get some 
2} uniform disclosures act. os 
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Mr. McNALLy: We welcome this development. 
_ Hon. Mr. Crouu: So do we. 


: Mr. Basrorp: On a question of order, we still have the Winnipeg brief to 
deal with. 


Hon. Mr. CROLL: I suggest that the further questions be brought forward 


Mr. MONTEITH: In regard to the funds which are to be distributed to the 
provinces, I raised this question previously and have not got a satisfactory 
answer, to my mind. I can visualize some difficulty after these funds have been. 
distributed to the provinces. These are reserve funds for use presumably if the 
pension fund requires additional money to pay it. What does the Chamber 
think the reaction might be in a province, if funds had been loaned to it and, 
for argument sake, if the federal people felt they were going to require ad- 
ditional funds to meet their benefit payments at some time in the future and 
were to call on the provinces to rebate their loans, to make good on them. as at 
that point? Could the Chamber give any idea as to whether or not they could 
see difficulties arise if suddenly any one province were asked to make good or 
pay up on part of its commitment to the Government? 


Dr. CRUICKSHANK: That was essentially the point we had in earmarking the 
funds. 


Mr. McPHERSON: I can add very little to what honourable members know. 
If a province is going to borrow, it could hardly borrow on terms of a demand 
loan. It must have some indication of the maturity of this loan, because it 
might have to refinance this loan at a time when the market conditions were 
not propitious and it would be a most unstable position. 


Mr. MonteItH: If the province had borrowed considerably from the fund, 
when it borrowed to refinance, if called upon by the federal authority, it would 
then have to face the market place as it existed at that moment. 


Mr. BASFORD: Having operated and lived for a great deal of time in Win- 
nipeg, I feel some responsibility. I was going to suggest, if it is agreeable, that 
we go on with the brief of the Winnipeg Chamber of Commerce and that those 
on the list for asking questions of the Canadian Chamber be first on the list 
of the Winnipeg Chamber. 


The CHAIRMAN (Mr. Cameron): I think we had better proceed: The ques- 
tions and answers will then have been covered pretty extensively, and in this 
way it will take less time. So I will ask Mr. Lloyd to put his questions. 
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Mr. Luoyp: Dr. Cruickshank, I am reminded of the story of the town plan- 
ner who suggested, when eesune a chamber of commerce meeting on the 
subject of urban renewal, there was so much to do that he felt like a fleaina 
nudist colony—he didn’t know where to begin. I am not suffering from that 
predicament, and I will be restricted to a very short space of minutes. 

I am trying to identify what you believe is an area of disagreement, which 
in fact may not be disagreement at all, but objective. I think perhaps Mr. Mc- 
Pherson might be the person I should more properly direct my questions to. 

Mr. McPherson, the emphasis here, and with others who have been before 
us, has been to occupy our attention first with flat level old age security pay- 
ments, and to stay away from a wage related pension plan. This has been the > 
emphasis, but curiously enough we do not get from these people who advocate 
this, any precise indication of how much we should be involved in the welfare 
sector. I am certain, and I am sure you will agree with me, that if this should 
be very substantial you would be just as much against that as you are pre- 
sently, apparently, against a wage related pension plan. I think you said that 
you certainly have to keep them in balance. Is that not so? 
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Mr. McPuHERSON: In balance, yes. 


Mr. Luoyp: So what you seek from this committee is assurances that we © 


look at this objectively. Now, the reason you draw our attention to this fact 


is because you subscribe to the philosophy which I gather from reading comes 4 
from the economists, otherwise called the “prophets of possibilities’. They — 


never say anything too exact about what is going to happen. However, you 
indicate that there are three elements involved in growth, namely, consumption, 


net investment and government expenditures. When you say me must keep 


this in balance, because we must think in terms of economic growth, this is 
what you mean, is it not, that this committee when examining what it shall 
devote to pension planning by way of dollars derived from taxation that must 
be kept in balance with these other essential elements of growth in an economy. 
Do you say this? 


Mr. McPHERSON: Yes, I have said that. I think we are talking of the same 


thing. I think if we are to have a maximum growth, we must have it balanced 
between consumption and investment, that, on the one hand, will provide a 
market, and on the other hand provide the capital to purchase the equipment. 


Mr. Luoyp: We are concerned about the provincial holding of the funds, 
and if the provinces continue to hold the funds coming into their hands for 
capital construction to be provided to expand their services, it will not be so 
bad; but you are frightened that some new philosophy of finance will come 
about and that they will employ these funds for current purposes. You are 
giving us a warning, are you not, when you say this? 


Mr. McPHERSON: I did not intend to warn this committee. My purpose was 
merely to let you look at this problem through our eyes. For instance, it might 
very well be that looking at it through the eyes of a province, a road in some 
particular area might be awfully important, but from a national viewpoint 
it might not. 


Mr. Luoyp: On the other hand, emphasis on education is given throughout 
the report of the Economic Council of Canada, as well as on health. In this 
report, I notice in one section they emphasise education. In other words equip- 
ping our labour force and our earning people of the future for the tremendous 
and sometimes frightening technological changes that will hit us, and education 
requires facilities not only to house children but to train teachers, too. The 
provinces require capital funds for this purpose. So there is some ground in 
the argument of making it possible for provinces to do these things, provided 
it does not get out of balance—as long as you keep yourself on target. 


Mr. McCPHERSON: As a person who taught school in your native province, 
I would certainly agree with that. 


Mr. LuLoybD: On page 201 of the first annual review of the Economic Council 
—and, Dr. Cruickshank, you referred to stability in the labour force, and all 
of us agree we have a problem with portability—it is stated as follows: 


The prospects of economic growth will not automatically mean good 


news to all organizations, institutions and individuals. Progress produces 
casualties— 


And then it goes on to enumerate the carriage makers, blacksmiths, manu- 
facturers of steam locomotives, and the firemen on diesel engines. And it 
mentions the ‘displacement of existing machines by better machines.” 

The report goes on to say: 


Economic growth necessarily implies the expansion of some acti- 
vities and the withering of others— 
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Hon. Mr. THORVALDSON: Mr. Chairman, on a point of order, is the gentle- 
man making a statement, speech, or giving evidence; or is he proposing to 
answer questions, because I do not want to be sitting here if this continues, for 
a couple of days. Where are we getting? 


Mr. Luoyp: Mr. Chairman, I object to this interruption. 


Hon. Mr. THORVALDSON: Mr. Chairman, I raise this on a point of order. You 
are the Chairman, and I am wondering if it is appropriate to the work of the 
committee. 


The CHAIRMAN (Mr. Cameron): Mr. Lloyd may be taking a sort of circuitous 
route to get to his point, but I have been very lenient. I wanted everything on 
the record and everybody’s opinion. There has been some argument, and ques- 
tions and preambles to questions. I think perhaps Mr. Lloyd understands that 
he should phrase his questions in as direct a method as possible. I appreciate what 
you are saying, senator, and I am also thinking that the Winnipef Chamber of 
Commerce will have a brief yet to be presented. However, I want everything 
on the record that the people want to put on the record. 


Mr. LLoyp: I cannot miss the opportunity of saying, Mr. Chairman, that had 
the senator read this section in more detail he probably would have had more 
questions to put on the matter. 

The report goes on to say: 

...the development of new knowledge and better techniques and the 
obsolescence and upsetting of traditional and established know-how and 
methods. 


And then we come to the frightening part: 
...where there is little or no change there will be little or no growth. 
When sudden, severe and inequitable burdens—both economic and 
social—fall on individual workers and firms, and on particular communi- 
ties, it is natural to expect strong pressures aimed at slowing down or 
even halting, the processes of change. 


And the Lord knows the history of the Hansard of the House of Commons 
and every provincial government will illustrate this point too clearly. Finally: 


...increasing attention has been given to an alternative approach to the 
problems created by rapid change—that of facilitating adjustment from 
declining to expanding activities, and of increasing the mobility and 
adaptability of resources in the interests of maximizing both their efficient 
use and their incomes. Such increased mobility of resources, especially of 
manpower resources, is needed not merely in terms of shifts from loca- 
tions and sectors of declining activity to those of expanding activity, but 
even more, in terms of shifts between industries and occupations. 


Now, Mr. McPherson, for the satisfaction of the senator who interjected, 
what are you saying to this committee that it should keep in mind, when you look 
to the future, that it should make sure to keep this balance between investment, 
consumption and government expenditures? If we are going to do this I suggest 
that what you are really saying is, “Be careful of what you put forward to the 
future is related to some reasonable degree of judgment as to the growth of the 
economy and where it might occur.” 

Mr. McPHERSON: Yes. There is going to be obsolescence in skills, there is 
going to obsolence in equipment too. We need the capital to educate people, and 
to provide the equipment. 
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Mr. Luoyp: So if we aerate require all employers—and there is some sug- 
gestion that there are 15 or more—to adopt fully funded pension plans, the im- 


mediate cost would be substantially more, would it not, on the present economy, 


although in the long run it may not be so? 


Mr. McPuHrerson: Again, I am an economist, not an actuary. However, it 
would seem to me that these funds would be in the private sector; and then you — 
might have the question put, ““Are there too many of these funds in the private — 
sector?” Again, I would have to come back and say, “Strike a balance.’”’ My point — 
is that I am particularly impressed with the capital need of this country. This is © 


the point I am making. We are not even self sufficient today. Our capital— 
Mr. Luoyp: Well, Mr. McPherson— 


Hon. Mr. THORVALDSON: Again, I must ask that the witness be allowed to j 


finish his answer. 


Mr. Luoyp: I thought he had finished, Mr. Chairman. The senator is slipping. ; 
Finally, Mr. McPherson, it has been said by those in the municipal field ad- — 


- vancing an argument for more investment in urban renewal, for example, that — 


this amount of capital expenditure while we are trying to adjust our economy to 
new conditions, is a good thing for Canada, when you invest in school buildings, 
public buildings, essential roads to growth, we will say—this is pervasive to the 
whole Canadian economy, and you require less of imports to operate this kind 
of economic sector. Are they right in this observation? 


_ Mr. McPuHerson: I think if we have an educated, a highly trained staff, 
then certainly our foreign dependence is greater. But if we train a corps of 


highly educated people and we have not the equipment they go elsewhere, and, 


unfortunately, that has been our history. 


Mr. Luoyvp: If we look at the choice of expanding welfare on the flat 
payment plan as against the Canada Pension Plan, you ask us to make sure 
we do not put out of balance our future needs for investment? 


Mr. McPHERSON: Yes. 
The CHAIRMAN (Mr. Cameron): Mr. Cashin? 


Mr. CasHiIn: I want to make one little observation at this point. I am 
quite encouraged by all this. We have had a great many briefs come before us 


pointing out various gaps, and we have not had too many help in showing — 


us how to tackle these gaps, but I think we are getting great support—I interpret 


this all as great support for the great war on poverty, and we can prepare for — 
an atmosphere where we can pull out all the stops, as we did in wartime, and 


wage a great war on poverty. 
The CHAIRMAN (Mr. Cameron): Mr. Francis? 


Mr. Francis: After two and a half hours of questioning, I will not take any 


more of the time of the committee. 
The CHAIRMAN (Mr. Cameron): Mr. Macaluso? 


Mr. Macauuso: I will pass, and become the first questioner on the Winnipeg — 


Chamber of Commerce. 


(Translation) 


Mr. COTE (Longueuil): Mr. Chairman, I did not intend to ask any ques- 
tions this afternoon but I notice that the Canadian Board of Trade Delegation 


includes a French-speaking member, namely, Mr. Mondoux. I would not like 


to miss this opportunity of showing that we have all the required facilities 


to speak in either one of our two official languages. I would also like to con-— 
gratulate the Board of Trade for submitting a brief in French as well as one in | 


English to this committee. It was very courteous of them to do so. 
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Mr. Mondoux, my question is not a very important one but I would like to 
know whether your association represents private employers and managers. 
_ That is more or less the group your association represents is it not? 


Mr. LEon Monpoux (Actuary, Member of the Welfare Committee, Canadian 
Chamber of Commerce): I hardly think we can look upon ourselves as repre- 
_ sentatives of private individuals. We prefer to think of ourselves as represent- 
atives of the business world, both big and small business. In matters such as 
this we have to recognize that big business is better equipped in staff to collect 
files like these. I really think we can say that we represent the business world, 
both small and the big business. Does that answer you question? 


Mr. CéoTE (Longueuil): Yes. Most members of your association are private 
managers of employers who are self-employed, are they not? 


Mr. Monpovux: That is right. 5 


Mr. C6TE (Longueuil): In your brief you seem mainly concerned with the 
fate of people who are not on the labour market at the present time or to whom 
this pension plan will not apply. Are you also concerned with the fate of the 
employees you are responsible for? 


Mr. Monpovux: I do not know to what extent employees of the members 
of the Canadian Board of Trade have pension funds. As a matter of fact, this 
brings us back to the matter dealt with a moment ago and there is a lack of 
statistics in this connection. But to return to the first point you brought up, 
we are mainly concerned about the people who are not included because they are 
a source of trouble for the business world. They are a headache for us because 
they do not have enough to live on properly at the present time. There are 
very few of us who do not know of people or do not have people close to us, 
whose income is inadequate. That is precisely our concern—measures are taken 
but they do not solve these problems which will continue to create pressure 
despite the actions certain people want to take for other social measures. A 
person in distress is surrounded by ten, fifteen or twenty people so that the 
forces that might cure the disease are five or a hundred times greater. I am 
sorry, I have strayed a little from the subject, but I think you have touched 
on one of the most important points. 


Mr. Cote (Longueuil): Is the opinion you are submitting in your com- 
ments regarding the plan that of your employees? Do you think it represents 
the opinion of the employers and managers rather than that of the employees 
who will be personally involved in this plan? Do you, in fact, criticize the plan 
because it does not include a certain class of society which is not on the labour 
market or will never be included in the plan. You do not seem to be particu- 
larly concerned about the fact that you have employees and that the opinion 
of your employees should also be taken into account to some extent in this plan. 


Mr. W. J. McNAuuy (Secretary, Welfare Committee, Canadian Chamber of 
Commerce): If I may add a word to Mr. Mondoux’s comment, on page 32 of the 
French version, Appendix 3, you will find an extract from the statement of 
principle of the Canadian Board of Trade. The principle which was passed at 
our annual assembly is given and I quote: 


It is of the highest importance for the individual and for our economy 
as a whole that Canadians be assured of security when their working 
years are over. Every Canadian should be able to retire with the knowl- 
edge that his subsistance is assured. 


That statement of principle was approved by all our members at our annual 
assembly. 


Mr. COTE (Longueuil): Do you think the pension plan under consideration 
at the present time deviates from that principle? 
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Mr. McNALLY: I am not sure. 
Mr. COTE (Longueuil): Thank you. 


Mr. Gray: I shall put my first questions in French in the spirit of bicul- — 
turalism. I shall put my questions in French and English. 

Therefore, I would like to very briefly refer the delegates before us to page 
9 of the economic report filed with this committee, if they have it with them. 
I was very struck by this table headed, “Government outlays on health and 
social welfare as a per cent of Gross National Product at market prices for the 
year 1957,” and the country leading the list is Germany, with a government 
outlay of 16.1 per cent of the Gross National Product. This interested me, 
because I seem to recall that Germany was held out as a country which per- 
formed an economic miracle—I think that is the term usually applied with 
respect to its development after the war, based on principles of competitive 
free enterprise; and the present Chancellor when minister of finance, or what- 
ever they call him, was held out as the fellow responsible for it. 

I also seem to recall a lot of their economy is export based, and not only 
that but based on the export of industrial goods. Could you indicate how it was 
possible for Germany to spend this percentage and still not run into the prob- 
lems and risks you have held out before us with respect to the outlays that 
are forecast for our Canada Pension Plan? 


Mr. McPHERSON: I agree with you that Germany is an example for the 
world, and because it is I try to get there at least once a year. 

I remember a visit I paid to a competing company. I was in a plant in 
which women were filling, under sterile conditions, pharmaceuticals as fast as 
I have seen similar bottles being filled with beer in a Molson plant. This was a 
terrific rate of speed under very exacting conditions. I asked the wages of these 
women, and they were 50 cents an hour. There were four people in there who 
were very productive, but their wages were only 90 cents an hour. If they are 
going to have wages like this, certainly industry can afford these so-called 
fringe benefits and still compete. 

If you are going to look at these social security payments you have to look 
at them in terms of the Canadian wage rates as well. However, with these low 
wage rates they can afford to, and in fact they have to, spend these very high 
amounts for social security. 


Mr. Gray: I understand their wage rates have had some increase in recent 
years. 


Mr. McPHERSON: In September of 1963 I talked to the Federation of 
German Industry which told me that during 1964 they were going to keep 
wage increases in line with productivity, and when I was back early in 1964 
that seemed to be the trend. They were keeping wage increases in line with 
productivity. 


Mr. Gray: Your suggestion is that our own Canadian line of wage is not 
in rough balance with Canadian productivity? 


Mr. McPHERSON: No, I had no intention of saying such a thing. 


Mr. GRAY: You agree that there is some encouragement in the fact that 
Germany based its increases on competitive productivity and was able to 
spend 16.1 per cent of its gross national income for social welfare and not only 
survice but thrive. There is some encouragement for us in that. 


Mr. McPHERSON: The comparison is not realistic because their wage rate 
probably is a quarter to a third or a third to a half of what ours is. Certainly 
in the chemical industry it is not comparable because it is even less than that. 


Mr. LitTLe: In other words, sir, 16 per cent of that is the same as 4 per 
cent of $2. 


\ 
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Mr. GRAY: Sixteen per cent of the total gross national product? You are 
basing this on the total aggregate of the national income. We are not taking 
percentages of wage rates. 

Mr. LITTLE: But 16 per cent of G.N.P. based on a much lower standard 
of living. . 

Mr. GrAy: Let us step down to Sweden, with 11.7 per cent; how do their 
wage rates compare with ours? 

Mr. McPuerson: They are very substantially less, are they not? 

Mr. Gray: Are they? I was informed that their standard of living is really 
comparable to ours, and may even be higher in some regards, and I understand 
that their industry and economy is more export-based than our own. 


Dr. CRUICKSHANK: Mr. McNally says that wages are very close in Sweden. 


Mr. LITTLE: We cannot put an absolute figure on what is desirable and 
what is undesirable. We are suggesting that Canada is a growing country and 
requires as much capital as it can get. We ought to make sure that money put 
into this kind of scheme is very carefully drawn off. 


Mr. Gray: Could you estimate for us how much of the funds which will 
be coming from the private sector into the Canada Pension Plan would be 
funds that would have gone in any event for public investment—the only dif- 
ference being that through the Canada Pension Plan they would be coming 
directly to the Government whereas if there had not been a Canada Pension 
Plan they would be passed through the financial market and the financial 
houses. 


Mr. McPHERSON: You are asking me that as a question? 
Mr. GRAY: Yes. 


Mr. McPHERSON: I am sorry, but I did not mean to give you that impres- 
sion. I think if it were not for the private pension plan then the market forces 
would have more of a decisive voice and these extra savings might go to the 
Government or might go to private industry. It would be the market forces 
that would be operative at the time. 


Mr. GRAY: Would you not agree that in so far as the funds are the same 
they would have gone through the Government anyway, the only difference 
being that they would not have passed through the money market? That way 
the possible loss to private investments would not be as great as you might 
have felt it to be. 


Mr. McPHERSON: I think I made this point, sir, that it is impossible to 
determine at this time whether there is the ability to tap this increased bor- 
rowing on the part of the provinces, or whether they will use this either to 
increase their expenditures or merely as an alternative form of borrowing. 

That is a question I don’t know the answer to, but the possibility of having 
these extra funds available will result in greater expenditures and they will 
not have the disciplines of the marketplace to bear to the extent that they 
would have had otherwise. 


Mr. GRAY: Could you give me a reason why the decision of the market- 
place should be the determining factor on the fulfilling of social needs in the 
country? 


Mr. McPHERSoN: I do think that industry makes certain decisions and I do 
think it quite right and proper that the Government and the agencies of the 
Government should have a voice. I think that is proper. I was merely sug- 
gesting the possibility that this accumulation of funds would so divert capital 
investments to this public sector that the disciplines and directives of the 
marketplace would not have a chance to operate. 
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In other words, I do eas the oui ended Iam oh Seainee my words 
very harefullye- that the dice might be loaded with undue weight toward a 
public sector. 


Mr. Gray: In a phrase you used on page 11 of your brief you refer tom 
“circumventing the guiding and controlling influence exercised by market 
forces of supply and demand, price and available capital, which is an im- 
portant element in making the competitive enterprise system effective.” 


Now, perhaps you could tell me, assuming that we agree that this is the © 
proper approach in so far as the private sector of the economic forces of 
supply and demand, profit and loss, and so on, are concerned, why decision as — 
to filling social needs should be based on the very same factors that are used — 
to make decisions, whether investments should be made for the purposes of — 
making a profit, ch is perfectly all right. 


Mr. McPHERSON: Perhaps we did not word our brief as carefully as we 
should. We were talking about this incremental payment of the provinces — 
which might have been as a result of the scheme. I don’t think anybody would ~ 
debate right under today’s conditions that social security measures, expendi- ~ 
tures, capital expenditures, should be based on quite different criteria from — 
certain expenditures in a private sector. . 

Mr. Gray: You would agree that the question of making a profit, of taking — 
in more than you pay out, is not necessarily a basic criterion for a program ~ 
of Government social Gelesre? 

Mr. McPuHErRSson: I would agree. ; 

Mr. Gray: Just one final question. You made reference to the money — 
market. How many people would you estimate form the money market from — 
the point of view of making actual investment decisions with respect to bonds? ; 

Mr. McPHERSON: I think it is many. 7 


Mr. Gray: What proportion of this money market is made up through _ 
investments of major insurance companies and companies investing trust } 
funds? q 

Mr. McPHERSON: I have seen these figures, but they are not here and it — 
has been so long since I have seen them that I would not like to give them © 
to this committee because I might be quite wrong. 4 


Dr. CRUICKSHANK: They are available, though. 


Mr. Gray: It occurred to me, when studying your brief, that a larger pro- 
portion of decisions are made by a small group of officers of life insurance 
companies and trust companies, and so on, who are not really elected or ap- — 
pointed by anybody. R 

Mr. McPHERSON: But they do take into account the supply demand forces, © 
and prices. They do take that into account and they are highly skilled in — 
determining those forces. 4 


Mr. Gray: Supply demand forces which you and I agree should not be thes 
criterion. ; 


Mr. McPHERSON: But that should be the criterion in determining private © 
capital measures. 


Mr. Gray: Thank you very much. 
The CHAIRMAN (Mr. Cameron): I think that concludes the questioning. — 


Mr. Monteith, Mr. Osborne has the answers to your questions and he has — 
them written out. 


Mr. MONTEITH: Just add them to the record and so long as I get the record 
in reasonable time that will be all right. i 
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Mr. Munro: Do you need a motion for this? 


a The CHainrmMAN (Mr. Cameron): Mr. Osborne has suggested that he will 
pave them typed and we will pass a motion that they be included as part 
_ of today’s record and not tomorrow’s. Is that agreed? 


Mr. KNOWLES: Agreed. 


The CHAIRMAN (Mr. Cameron): We wish to thank you, Dr. Cruickshank, 
and the members of the Chamber of Commerce, for your appearance here to- 
day, for your very complete and able brief, and for the very full and complete 
manner in which you have answered questions. 


Thank you sincerely for coming. You have given us much information 
and a lot of things to think about. 


Dr. CRUICKSHANK: Mr. Cameron, and honourable gentlemen, may I express 


our appreciation for the good questioning and kind attention. Thank bib very 
much. 


The CHAIRMAN (Mr. Cameron): We shall proceed now to hear Mr. Hunter, 
on behalf of the Winnipeg Chamber of Commerce. 


Mr. G. R. HUNTER (Representing the Winnipeg Chamber of Commerce): Mr. 
Chairman and Members of the Committee, I am appearing on behalf of the 
Winnipeg Chamber of Commerce. Unfortunately our president, Mr. Edson 
Boyd, and the chairman of our special committee in charge of preparing this 
submission, Mr. Ellis, are unable to be present before the committee this 
week because of other commitments. Therefore, I am appearing to submit this 
submission and the representations to the members of this committee on behalf 
of the Winnipeg Chamber of Commerce. 

Unfortunately, I am not fully informed about these matters, and neither 
Am I in the position of being an expert on any of the statements in this 
submission. I should like to express to the members of this committee the regrets 
of our president as well as those of the chairman of our special committee 
at their inability to be here today. 

Copies of the submission have been placed in the hands of the committee, 
and I wish at this time to formally tender it for filing and, as I think the 
chairman mentioned earlier, it will be included in the record. 


The CHAIRMAN (Mr. Cameron): That is correct. 


Mr. HuntTER: You have heard the representations made by the Canadian 
Chamber of Commerce. The Winnipeg Chamber of Commerce endorses the 
submission of the Canadian Chamber of Commerce. I believe the points made 
by the Winnipeg Chamber of Commerce are, by and large, covered by the 
representations and submissions made in the brief of the Canadian Chamber 
of Commerce, and we support the answers given by those appearing on behalf 
of the Canadian Chamber. 

As I said earlier, I do not purport to be well versed in this field. I am, 
therefore, authorized on behalf of the Winnipeg Chamber to support the 
position of the Canadian Chamber, and also to support the position taken by — 
the representatives of the Canadian Chamber in regard to the questions put. 
to them today. 

I have nothing further to add, Mr. Chairman. 

The CHAIRMAN (Mr. Cameron): Thank you, Mr. Hunter, Mr. Macaluso? 

Mr. Macauuso: At page 2 of your brief, Mr. Hunter, in paragraph one, 
you state: 


Most private pension plans invest their funds in corporate and 
Government securities and mortgages in agreed-upon ratios. 
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And further down you state: 


Private plans will still invest their funds in agreed-upon ratios | 
but at reduced levels. This will mean pension funds will be investing 
less in corporate securities with the result that industry will turn 
more to foreign capital for its requirements. 


Does the Winnipeg Chamber have any statistics as to the amount of funds 
that private pension funds invest in Government securities and mortgages? 

Mr. HUNTER: It should be explained here—I asked the same question as © 
to who agreed to the ratios, and I was given to understand that in each com- © 
pany, be it an insurance company or an investment company, the investing © 
officers over a period of time agree, in each company, upon their own ratio of © 
investment. Therefore, to the extent that the moneys coming into their hands 
through private pension funds are decreased, it is ipso facto the amount of 
money they have to put into Government securities. 

Mr. Macautuso: Has the Winnipeg Chamber any statistics, or are any — 
statistics available, to support its contention as to how much of the funds — 
from private plans went into the type of investments set out here, and how ~ 
much less will be invested? 

Mr. Hunter: No, I do not believe they have statistical material on that. — 


Mr. Macauuso: In paragraph 2 on page 2 you state: 


However, under the proposed plan a levy of 3.6 per cent on pay- © 
roll will in fact increase taxes which will place Canada in a less 
competitive position in world markets. 


Does the Chamber have any statistics to support the contention, and to help 
this committee decide on what increase in taxes there would be, and how it 
would affect the competitive position of exporters in Canada? 

Mr. Hunter: I think probably this last wording which is to the effect 
that it will increase taxes is too strong, but certainly it amounts to a com- 
pulsory contribution. 

Mr. MacauLuso: Please do not misunderstand me. I am looking for help on 
this for myself only. If the Chamber has any statistics I would certainly like 
to know what they are—that is, statistics on which they base the statements 
in their brief. Now, in paragraph 3 on page 2, which goes over to page 3— 

Mr. CANTELON: Supplemental to that, Mr. Chairman, may I interject a 
question? Does the witness mean this would reduce the quantity of money 
available for spending by private persons and, therefore, cause a diminution 
of industry in the country? 


Mr. HUNTER: Yes. We look upon this as a compulsory contribution and 
therefore, equivalent to taxation. 


Mr. Macatuso: But on that you are not agreeing with Mr. Cantelon’s 
statement. Would you repeat that, Mr. Cantelon? It is the consumer’s money 
that is being spent. 


Mr. CANTELON: That is right. Since this money will be taken from the 
hands of the consumers it obviously means there will be less money for them 
to spend. 

Mr. MAcauuso: I think the Chamber is relating here to Canadian industry 


and its capital production investment, but I want to know if the Chamber has 
made any statistical study of this. 
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Mr. HunTER: No, we did not, but we did feel it was an increase in the 
cost of production. 
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Mr. Macauuso: You are assuming it is. 

Mr. HUNTER: Well, it cannot come from nowhere. 

Hon. Mr. THORVALDSON: It is an obvious fact. 

Mr. Macauuso: I do not need a voluntary submission from the senator. 


Mr. Basrorp: The honourable senator is pinch-hitting for McCutcheon 
who is trying to hold his party together. 


Mr. Macauuso: At the bottom of page 2, Mr. Hunter, you state: 


The channeling of contributions into the hands of the provicial 
governments by way of loans is in avoidance of the constitutional res- 
ponsibility to provide means for the provincial governments to meet 
their needs from their own resources of credit and taxation. 


Mr. Hunter: I think this is poor wording. I quite agree. I think what is 
intended is the traditional responsibility that the provinces finance their own 
activities. 


Mr. MacaLtuso: Do you not agree, Mr. Hunter—and this has nothing to 
do with the Canada Pension Plan—that in the field of pensions the provinces 
have the primary jurisdiction, and if they want to have their own plan— 
that is, Quebec, Ontario or Saskatchewan—and to have it funded then it is 
their primary responsibility, and they can do it if they want to? 


Mr. HUNTER: That is right. 


Mr. Macauuso: So the federal government is not avoiding any consti- 
tutional responsibility at all. 


Mr. HUNTER: I think what we are suggesting here is that traditionally the 
provinces are required to raise their funds under their own powers under 
the B.N.A. Act. Here is a method of borrowing through which we think ‘there 
is an avoidance of the traditional responsibility of a provincial government to 
raise its money internally. 


Mr. Macatuso: Do not the provinces have this right to do so anyway— 
to have a funded pension plan if they want one, and to initiate it themselves? 


Mr. HUNTER: Yes, that is right, but they have not done so. 


Mr. Macauuso: But by agreement at a federal-provincial conference two 
of them indicated they did want it. 


Mr. HUNTER: If this was an agreed-upon plan between the federal Govern- 
ment and the provinces we would have no fault to find with it at all. 


Mr. MAcAuuso: In paragraph 4 you state: 


The making of these loans will temporarily insulate the provinces 
from the judgment of the market and of the taxpayer and encourages 
provinces to embark on uneconomic projects. 


Does the Winnipeg Chamber actually believe that the provincial Government 
would use these moneys on uneconomic projects, Mr. Hunter? 


Mr. Hunter: I do not believe that we feel our provincial Government today 
would, no, but, on the other hand, we say exactly what Dr. McIntosh said 
earlier, that we believe the discipline of the market is a good thing, and if 
20 years from now when a province has to raise money for a certain purpose, 
and if they go out on the open market for it then the market will look at the 
purpose for which the money is being raised, but if there is a secret storehouse 
for which they do not have to account we believe there would be risks involved. 


Mr. Macauuso: You are speaking of Manitoba? 
Mr. HUNTER: Yes. 
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Mr. Maca.uso: Does the Chamber believe ‘het any of ihe prowinial Ove 
ernments of today would embark on any uneconomic project? 


Mr. HuntTER: I would not hazard a comment on that question. 
Mr. Macatuso: Then, this is pretty redundant, is it not? At page 6, in 


An economic recession would imperil the plans, which presupposes 
constant growth and expansion in the economy. 


Does the Chamber believe there is no reasonable danger in the future of an — 
economic recession in Canada? 


Mr. HuNTvER: No. : 


Mr. Macauuso: I assume that the chamber is conscious of the strength om 
Canada and of its continued growth. 


Mr. HuntTER: I think the minister stated before this committee that the plan © 
was based on a premise that there would be a constant increase in population, © 
that there would be an increase in productivity and that there would be gradual — 
inflation. That is fine, but if those premises do not work out, an economic reces- — 
sion might jeopardize the plan. We do not see that in the immediate future. 


Hon. Mr. Crouu: She did not use the word “‘inflation”. You said a “gradual — 
inflation”. The minister did not use that word. 


Mr. HuntER: I think she said there would be a gradual increase. 


Hon. Mr. Crouu: An increase in the economy, but not “inflation,’”—not that 
word. 


Mr. Macauuso: If the chamber is confident that the economic growth will : 
continue, this presupposes the constant growth and expansion of the economy. 
In that case do you feel that in Canada we cannot afford to finance more social © 
security in the way of this Canada Pension Plan? 


Mr. Hunter: The Winnipeg Chamber is not saying you should not have a 
plan. We take the same attitude as the Canadian Chamber of Commerce, we ~ 
recognize the necessity for this and for assistance in other lines of social welfare, — 
including education and health. We say that rather than shotgun one plan 
through, please satisfy yourselves as to the priorities and how far and how fast 
you are going to go. q 

Mr. Macautuso: You have led yourself into my next question—the im- 
portance of establishing priorities. At page 6 you quote the Premier of Manitoba 


7. 


The Premier of Manitoba has stated that amounts expended for better — 
education, medical care, and pensions should be determined on a basis of — 
priority. The Chamber agrees with this principle. 


He then goes on: 


In addition, better medical care will eventually have to be made | 
available to everyone. The priorities must therefore be considered very 
carefully when it is realized better education, medical care and pensions ~ 
can all be obtained with the yield of the proposed plan, provided there is 
no funding. We emphasize again the importance of establishing priorities — 
and urge that no action in the field of pensions be taken until this has 
been done. ia 


Sind 


I find the statement of the Chamber to be contradictory. You say that 
providing there is no funding there is enough yield, that we can deal with | 
problems of education, medical care, and pensions now. If I am wrong in ‘has qi 
please correct me. 
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Mr. HuntTER: I understand your confusion. I was confused also but I asked 
| the authors what was intended. They say the amount of money that is proposed 
_ to be raised under the plan as presently constituted gives X dollars. This is for 
funding. If that sum of money were made available, it could do something 
better in all three fields, not in the pension field alone. It would be X dollars 
to be spent on these three items. All they are really saying is “We believe in 
establishing priorities, then find out how much we can tax the people of 
_ Canada.’ I agree that it is confusing and misleading. 

| Mr. Macauuso: I am glad that you agree with me because the way it reads 
- you are saying, “We can grant now more for education and go into a medical 
' care scheme and pensions all at the same time.” 


Mr. HuNTER: No. I said that if you did not fund the plan there would be 
X dollars available for these other things. 


Mr. Macauuso: That is exactly what I am saying. ‘ 
Hon. Mr. THORVALDSON: Don’t keep reading things into your remarks. 


| Mr. Macauuso: If I am out of order, the Chair can tell me so. I don’t need 
Senator Thorvaldson to tell me. 


Hon. Mr. THORVALDSON: You certainly do. If you misstate the witness, you 
are going to hear from me. 


Mr. Macautuso: Mr. Chairman, I will listen to your ruling and not to 
Senator Thorvaldson. I put it to the witness and it is on the record. If Senator 
Thorvaldson does not like the answer that is his tough luck. 


Hon. Mr. CroLtu: What the witness said was that it may be possible to 
make a start on some of these things. Let’s take it easy on the witness. 


Mr. Macauuso: I am not arguing with the witness. I am very happy he is 
forthright. 


Hon. Mr. CRouu: Let’s continue. 


Mr. MAcaAuuso: I have a last question. On page 5, at the bottom you are 
dealing with the problem of integrating private plans with this proposed plan. 
It is stated there that the problems are almost insuperable. Can you tell me 
what problems the Winnipeg Chamber sees and where are these problems of 
integration? 

Mr. HuntTER: All I can say in answer is that numerous members of the 
Chamber who are employers, who represent national firms carrying on business 
in several provinces, perhaps nine or ten provinces, have an existing private 
pension plan, and being faced with this particular plan, which is a compulsory 
one, will have to tailor their existing plans. At the same time, Ontario has a 
pension plan— 


Mr. Macauuso: Not yet. 


Mr. HUNTER: —the result of which amendments have to be made now to 
existing plans to conform with Ontario law. The question is, in amending these 
plans, do they amend them only for people in Ontario? If someone from Alberta 
moves to Ontario two years from now, what will be his status under the plan? 
This is a very serious matter for employers today. I have read in the Minutes 
of Proceedings, that Mr. Hart Clark says there is no problem in integrating the 
Federal Civil Service plan with this Canada Pension Plan. However, the people 
familiar with private plans—I have done a little work myself on this—find it 
is a very difficult job and will get worse if more provinces come in with their 
own plans. 


Mr. Macauuso: Is it your opinion, and that of the Chamber, that the 
problem would be less complex if there were one national plan across the 
country rather than several provinces having their own plans? 
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according to what those who know have told me, ‘and I know something about 
that part of it. 

Hon. Mr. CRouu: I epaeet to the wording ‘insuperable’. I do not think 
anything would be insuperable to you. 

Mr. FRANCIS: On page 3, paragraph 5, with reference to the funds loaned 
to the provinces, which “will remain as permanent loans,” I would like to know 
why the Chamber feels that loans of this nature would be permanent. You sa 
“the obligation of the provincial governments to repay will be almost academic.” 
This is contrary to my understanding. As I understand it, the procedure would 
be to invest in securities which are standing issues by agreement with the 
provincial authorities which designate the class of securities within their prov- 
ince. I see no impediment to those securities. Why would the Chamber take the > 
point of view that this would be a permanent loan? 


Mr. HuntTER: If these moneys from the fund are made available to the 


have to be paid. When it comes to refunding and paying it off, the provinces — 
will have to go into the market and raise the money or get it from some other 
source. It may well be that, instead of going into the market, they will just 
refund to the federal Government. This is a fear. There is nothine to base it 
on, other than worry. 

Mr. FRANCIS: There is a point here and it is the first time I have seen : 
it in a brief, and at this stage there is not very much new in the briefs. There- — 
fore, if the Chamber has anything further to add concerning the rules for ~ 
investment of the funds or concerning the procedures under which the fund 
should operate, we would like you to bring it to our attention. The committee © 
would be particularly pleased to receive some guidance. I felt I could not 
let this remark go without further comment. 


Mr. HuNTER: It is a fear we have. We say “To the extent that the funds q 
loaned to the provinces will remain as permanent loans.” This is all we are - 
concerned about. At some point they have to be refunded and probably be 4 
refinanced. 


Mr. FRANCIS: There are repeated references in the brief to the adequacy 
of pensions. On page 5 you say: 


The proposed benefit formulae will in the future pay less thai 
adequate benefits to many persons whose income is stopped or reduced ~ 
due to retirement, disability or widowhood after the terms of the plans q 
are fully effective. 


And on page 10 you say: 


.we believe that pensions paid out of public funds should be related | 
to social adequacy rather than being income related. 


I put the question to the Chamber, as I did to many other groups who > 
have made this point—what are the guidelines to adequacy? Can you give 
this committee some guidance as to what the Chamber would consider to be — 
adequate pensions or what principles we could adopt in deciding or whe 
are adequate pensions? 

Mr. HUNTER: Naa we have suggested there is that the principle should] 
be “pay as you go” rather than as a funding, that it should have regard to 
the needy and not necessarily to the greedy. That is, we recognize that there 
are many people in Canada who will not be in a position to provide for their 
old age, notwithstanding the present old age assistance. There is a gap in 
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fihss assistance, a if someone is daira over $5, 000 and then comes in and 
is already at age 70, I think the pension in that case is $254. If that man has 
a wife, well, if he is earning over the amount at that point, he has an oppor- 
i unity of creating his own savings; so it is our view that it is for the people 
who have not an opportunity to earn or save to any extent, and for those 
people we say it is fine. 


Mr. FRANCIS: How do you determine need? You have referred to people 
who earn in excess of $5,000. Are you relating it to a test of income? 


| Mr. HuntTER: No. I think that your old age assistance is income, and the 
amount of the old age assistance has moved up as it was felt necessary to move 
hit up, but it can be taxed off, so that while exerybody gets it the person who 
does not need it is cut off, anyway. This was the same with children’s allow- 
ances. People said it was wonderful because it cuts down administration and 
goes across the board, with no means test. The old age assistance is the 
same way. We say, fine, have it universally. 


Mr. FRANcIS: But old age assistance is provided with a means test at 
ages 65 to 69. 


Mr. HuNTER: I am speaking of the $75 at age 70. That to me makes a lot 
of sense, because although I am not suggesting, nor am I in a position to sug- ~ 
gest, that it is adequate. If it is not then we suggest that this bill should com- 
plete the adequacy by supplementing the old age pension. 

Mr. FRANCIS: Anyway, that is the argument. 

The CHAIRMAN (Mr. Cameron): Mr. Knowles. 


Mr. KNOWLES: Mr. Chairman, any delegation from Winnipeg should get 
full consideration. However, I think that perhaps at this time of the dey, the 
kind of consideration Mr. Hunter would like is brevity. 


Mr. Munro: I wonder if the chamber supports Mr. Knowles of Winnipeg. 
Mr. HuntTER: The chamber does not have a vote. 


The CHAIRMAN (Mr. Cameron): Gentlemen, I have barely a quorum, if 
anybody is thinking of leaving. ; 

Mr. KNOWLES: Mr. Hunter, as you pointed out in your brief from the 
Winnipeg chamber, it is somewhat parallel to the brief presented by the 
Canadian Chamber of Commerce, and that is my observation as well. There 
are one or two differences, perhaps they are very slight, or perhaps I am hoping 
there are one or two differences. The Canadian Chamber of Commerce ex- 
presses dissatisfaction with the Canada Pension Plan because it does not provide 
anything for those who are now 70 years of age or over, but I had difficulty 
getting from them what they would do for people of 70 or over. The Winnipeg 
chamber’s brief also expresses dissatisfaction with Bill C-136, that it does 
not provide anything for those in greatest need, including the aged. However, 
on page 9 your first recommendation reads: 


1. Increasing the benefits paid under the present old age security 
program. 


If I may say so, that seems a little more precise and to the point than 
the sentence in the Canadian chamber’s brief about modifying and reforming 
the act. Does the Winnipeg chamber stand behind this proposition that benefits 
under the old age security program should be increased? 

Mr. HuntTER: That is what we have said. Old age security is a type of 
pension. These are all security measures, whether old age security, or a pen- 
sion under Bill C-136, and we are suggesting that any pension really should 
be built on the old age security. 
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Mr. KNOWLES: Would you care to say to what extent you think the $75. 
now paid under old age security should be increased? 


Mr. HuNTER: No, I am not in a position, unfortunately. 


Mr. KNOWLES: One other question, admittedly in the field Mr. Macaluso 
was in, but the question will be brief. On page 7 you have a reference to educa- 
tion and medical care as having priority along with pensions. Then on page 
10 you say, in the brief of the Winnipeg chamber: 


Too much spent on pensions, for example, must minimize the urgent. 
advances required in education and health. 


I am not trying to twist you into saying, as was tried earlier, that the 
amount of money being spent under the Canada Pension Plan is now too little 
or too much; but is it fair to assume from your several references to medical 
care that the Winnipeg chamber does support some kind of a government 
medical care program? 

Mr. HUNTER: We feel that in the field of education and medical care and 
pensions, these are very important to all Canadians, and important to all levels 
of government and that there should be a planning and an apportionment, 
an establishment of priorities. With that, of course, goes how much is it going 
to cost, and how far and how fast can we go into this field. I think, having! © 
done that, as long as it is a well-planned matter, I do not think the Winnipeg 
chamber is saying that the government should not be in the field of medical 
care if it is established they should be; if private enterprise is leaving gaps, 
then those gaps should be filled. However, all we are suggesting here, as the 
premier said, and as other responsible people have said, as we have got these 
requirements, let us add them up and put priorities on them, and see what it is 
going to cost. 


Mr. KNOWLES: To put it in your own words, then, provided proper prior-— 
ities are considered, provided the cost is considered, the chamber is not against 
government programs in the field of medical care? 


Mr. HuNTER: And provided its programs are integrated and co-ordinated 
and worked out with the provinces. I mean, that is the only way you can work 
properly, by integration and co-ordination. 


Mr. KNOWLES: And in that, we have the Winnipeg chamber as well as ; 
the Canadian Chamber of Commerce. E 


The CHAIRMAN (Mr. Cameron): Have you finished Mr. Knowles? 
Mr. KNOWLES: Yes, for now. 


Mr. COTE (Longueuil): I have one question. Could you tell me if Mr. — 
Kilgour is a member of your chamber of commerce? 


Mr. HUNTER: His company is. 
Mr. Cé6TE (Longueuil): But not Mr. Kilgour? 


Mr. Hunter: I don’t believe he is, I am not sure. Some of his employees — 
are, but I don’t think he himself is. | 

Hon. Mr. THorvaLpsSon: The Winnipeg Chamber of Commerce has mainly — 
corporate members, like The Great-West Life Insurance is a corporate member, 
and probably several members of that company are allotted as members. 

Mr. HunTER: That is right, depending on the number of employees in the 
company. The company pays a membership fee, and they are allotted six or — 
eight, whatever it is. 

Mr. LLoyp: That is throughout Canada? 


Mr. HuNTER: I believe throughout Canada. 
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Mr. BAsrorD: Why is it that the Winnipeg Chamber of Commerce has 
presented a brief, while as far as I know no requests from other individual 
| chambers or from boards of trade have been made? 


The CHAIRMAN (Mr. Cameron): We had a request from the Sudbury 
~Chamber of Commerce. 


The meeting will adjourn. We wish to thank you gentlemen, and through 
_you the Winnipeg Chamber of Commerce, for your brief and your presentation 
today. We regret, as you do, that Mr. Edson Boyd, President of the Winnipeg 
Chamber of Commerce, and also Mr. J. T. Ellis, Chairman of the Public 
Finance and Taxation Committee of your Chamber, were not able to be present, 
but we feel that you have been very able substitutes, and we wish to thank 
you most sincerely. 


EVENING SITTING 


TUESDAY, January 19, 1965. 


The CHAIRMAN (Mr. Cameron): Ladies and gentlemen, we have a quorum. 

I was waiting for a little while as I would like to see Mr. Monteith and Mr. 

Knowles here before we start. I guess they will be here very shortly. I believe 
Mr. Munro wants to say something to the committee before we start. 


Mr. Muwro: Mr. Chairman, in welcoming Mr. Kilgour back with us I 
thought it would be appropriate to refer to the last time that he was before 
us along with the Canadian Life Officers Association. He did not come back 
in the afternoon, but an apology was advanced at that time to the Canadian 
Life Officers Association—and to Mr. Kilgour, had he been present. If he felt 
there was any discourtesy shown to him it certainly was not intended, and we 
hope that he was not offended in any way. If the questions did sound belligerent 
at times we did not mean them to be. We just got rather absorbed in the whole 
question of pensions. So I hope Mr. Kilgour is not offended in any way, and 
it is very nice to have you back. ' 

The CHAIRMAN (Mr. Cameron): I am sure that he is not, coming from the 
west, where they are used to robust living and where clean, hard fighting is 
considered quite in order. It may have been certain remarks were made which, 
on reflection, the person who made them would have wished that he had not 
made, but I think that Mr. Kilgour understands perfectly well that no dis- 
courtesy was intended and, certainly, as chairman tonight I know you will be 
asking pointed questions and I expect Mr. Kilgour will be giving pointed 
answers. We understand that. Without any further remarks, Mr. Kilgour, the 
meeting is now yours to address. 

Mr. D. E. Kitcour (President, The Great-West Life Assurance Company): 
Mr. Chairman, ladies and gentlemen, may I thank you for this opportunity to 
appear here tonight? May I also acknowledge Mr. Munro’s remarks and assure 
you that I accept them, and that I had no possible misgivings about there being 
a genuine desire on everybody’s part to contribute to our understanding of the 
problem. I am very grateful for your remarks. 

As I understand the process here, you do not wish submissions read in 
any detail, and I have tried very briefly to summarize the gist of my sub- 
mission. 

First, may I remind the committee that this brief is submitted on my own 
behalf, as an individual. It has no connection with any company or associa- 
tion, and I am appearing on behalf of myself. Secondly, I have tried to confine 
“my discussion to what the Canada Pension Plan does or does not do for 
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many other parts of the plan. My initial approach is to restate the prin 
which was stated to Parliament as the objective of the bill. I will not re’ 


with the words: “It will benefit virtually everyone.” 

Then that broad sweep, that it “will establish a basic level of security 
for all Canadians whatever their individual circumstances, whatever moves 
they make, and whatever economic changes occur.’ Then I make the state- 
ment that, “Unfortunately, the more the plan is studied, the more clearly does 
it fail to achieve its stated objective.” a 

I regret that criticism of the Canada Pension Plan may be construed by 
some as saying that those who worked so laboriously to produce this bill are 
either inept or thoughtless of its shortcomings. I do not mean that in any scree 
and I hope criticism of this plan is not in any way directed to its authors. 
I have the greatest respect for those who produced this bill, embodying as it 
does such diverse principles. A wage-related plan merged with a plan 
primarily designed to create a fund, complicated by indexing, constitutes 
almost impossible terms of reference for its authors, in my opinion, and it is 
throughout the basic principles which need re-examination, not the architec- 
ture. So, if I can release the architects of responsibility, I say it is the prin- 
ciples which need re-examination. fi) 

Then I go on, in turn, to examine the treatment of the present aged 
which, I suggest, is not good, pension benefits as they apply to different seg- 
ments of the population, disability benefits, death benefits—and in all of 
these I suggest the character of the benefits does not fit the facts of Canadian 
life. Then I have a section on its application to the women of Canada, with 
the particular view that married women fare extraordinarily unfortunately. 
Then I suggest—and I use some figures to attempt to illustrate it—that per- 
haps one-quarter to one-third of the population cannot come under the plan 
by our present collection machinery. \ 


Then I have an observation on the philosophy of this plan as distinct 
from the Old Age Security plan. Then I have some very brief recommenda-— 
tions, and finally I express the view which I can assure you is a sincere one, 
that: 


The Canada Pension Plan can be deemed to have served a very 
valuable purpose in having focused critical public examination on our 
social welfare problems and by its specific trial solutions pointed the 
ways to better ones. 

This, Mr. Chairman, is the burden of my submission, and I would be 
Hetionted to try to answer any questions on any part of it or on anything cla 
constructive which I can contribute to the committee. 


The CHAIRMAN (Mr. Cameron): Now we are open for questions. Mr. 


Mr, CANTELON: I am flattered at being the first to ask questions this 
evening, Mr. Chairman. 


Mr. Kilgour, I am very much intrigued by your comment on page 3, in 
which you say that this act has shortcomings and that it creates social in- 
equity by act of Parliament. You consider this inequity would be completely 
contrary to our national interest and incompatible with the ideals and con- 
cepts of social justice which should guide social legislation. I would be ve y 
interested in having you elaborate on this. {f 


Mr. Ki~cour: Mr. Chairman, in response to that question, I have tried 
in part to state that in the part af the submission leading up to that, but, 
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of where tax revenues will be re- allocated. I think I substantiated under ee 
4 
A 
i 


A 


pensions disability and death benefits. In other instances there are very harsh > 
‘ examples of how you get it or you do not, by act of Parliament. Thatsisii +9 

quite different than sort of “rub of the green”, “that is tough luck’’. This fia Cae 
; _ what Parliament says you get or do not get. . 


Mr. CANTELON: We have had a great deal of discussion aot have had 
the matter of windfalls you Peationéd raised by many others on many oc- a 
casions. I wonder if you would care to say what you mean by that term, ae 
because you used it on page 5, the last of the first paragraph there, and 


we 

how, in your opinion, does Bill C-136 create these windfalls? 9 
Mr. Ki~tGcour: Mr. Chairman, these terms “windfall” or “bonus” or e 
“unearned increment” I use, and I think they are generally used, to refer to 
4 


those benefits which accrue to an individual that have no true relationship to 
his contribution to the plan. We have seen the illustrations of people over $5,000 
a year in the fifties, or under 60, who can get a bonus of more than $10,000 or 
up to $12,000 per individual more than they contribute. The same thing is true as 
of the death benefits, that one can get death benefits that, in comparison to 
others, are quite disproportionate. The same thing would be true in the case of 
disability benefits. A wage-related plan starting off with short maturity such 
as this creates very large bonuses for individuals—unfortunately, the Be 5 
in the well-to-do group. ; 
Mr. CANTELON: Isn’t this true of a private pension plan too which is © - 
earnings-related? 

Mr. Kincour: Mr. Chairman, I would answer that by saying no. The pri- % 
vate pension plan is an approach by an employer as a lability. He has had some 
people working for him for 20 or 30 years and he has pocketed the profits, 
accrued them in surplus, but without providing for their pension liabilities. Ps: 
He decides that he had better change this and so he sits down and.as carefully 
as he can he estimates his liability to each individual person in terms of that 
person’s service and the salary that has been paid over that period of service. sx 
Usually, strict equity is a guide in such an appraisal. pone 

Then he adds up this liability, and, if he can afford it, he takes it on. This 
is a discharge of an incurred liability in his judgment that he is making on a 
total equitable basis as among his employees, and perhaps he pays for it over 
10 or 20 years. However, there is none of the arbitrary quality where “I give 
so-and-so this present and I give so-and-so nothing,” because of some vagary — 
of fortune. AS 

The employers almost invariably, in setting up pension plans, try to tread 
their group with strict equity, and, if they can afford the bill, they adopt the ae! 
measure within their pocketbooks, treating all people on strict equity in rela~ a ? 
tion to the plan. Ra 


body in this plan with strict equity. % s 
Mr. Kincour: On the contrary. Many people get YELy. ee benefits beg 


es. they don’t earn anything birt because they do not earn enough or don’t — 
qualify under the plan. So I think the non-equity business is pretty clearly — 
evident, in my judgment. 
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Mr. CANTELON: Under the disability section, beginning on page 6, and 
right at the beginning of that section, I am very intrigued by the fact that you 
state that “benefits pursuant to such a complex formula as that contained in ~ 
the bill will produce results which are so inequitable as to defy explanation.” — 

This refers to disability, and I was under the impression that the terms of 
the bill were good as to disability. If I am wrong please correct me. . 


Mr. Kiucour: Well, it is very difficult to understand the disability plan — 
that is not precise. I start off with the fact that nobody who is disabled in 1966, — 
1966, 1967, 1968 or 1969 gets anything. I don’t know how you will explain 
to a group of people—“You just got disabled a little too soon. We did not quite — 
count you in.” 

All disability plans to my knowledge, and we sell many of them, cover — 
employees as of a certain day, and if a fellow is disabled tomorrow you pay 
him. You don’t just say, “If you wait five years we will pay.” f 

The essence of a benefit is that it gives some feeling of security, and it is 
too bad if my heart attack takes place two years from now rather than five 
years because five years from now I am home free whereas in two years I am ~ 
one of the outs. 

Similarly, people are in and out of the work force and will have to have © 
almost an actuary beside their elbows to know if they are covered and by how 
much when disability occurs. 

The fact is that you have got a formula which is quite complicated, and 
I don’t undertake to remember it off by heart, but in effect you have to have © 
contributed five out of the last 10 years and to have given one-third of the time 
back, and you may have worked 10 years and got married and then gone back 
on the work force, and are you covered or not? I don’t know. 

This, I suggest, takes extraordinary calculation. I hold the view that 
benefits that are designed for welfare should be utterly explicit. If you are a 
widow with children you get so many dollars from the moment of the legis- 
lation, or it can even be retroactive, if you are disabled and it is proven that 
you get certain disability benefits. But it is a very complex bill to go through 
and try to discover whether you are covered, and by how much. 

Mr. CANTELON: Then, first of all, you are disturbed by the fact that it is 
complex. 


Mr. Kitgour: And by the fact that it does not look after the bottom third 
of the population. 


Mr. CANTELON: I have another question I wish to ask. Further on, on page 
11, you are discussing the way that women are treated by the benefits that 
are brought in, and right at the bottom of the page you mention that “The 
real impact of the Canada Pension Plan on married women will flow from their 
husbands’ financial success.’”’ This is inherent in the plan, and you go on to 
give an illustration here that shows that the wife may gain no benefits at all 
from the plan. 

I wonder if you would care to enlarge on that. 


Mr. KiuGour: Yes. I think this is inherent in the plan. A wife earns nothing 
by herself. She may be the most valuable member of the married team, but 
because she does not have an income tax to report she gets no benefit, contrary — 
to old age security in which a wife achieving the age of 70 gets $75 a month as 
a person. 

However, this plan says that if you have not worked under the Canada 
Pension Plan you get nothing, and I use the illustration of the working couple 
in which both parties work and get much higher benefits than the couple where 
the husband works and earns a gross income as much as the other two together 
but his wife has stayed at home with the family. She suffers both in the retire- 
ment of the husband and in the event of his death. She gets less than if she 
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had worked in the labour force. This puts a great premium on every woman 
who will have been in the labour force in the next decade, and particularly 
in her later years. 

Unless a wife’s husband dies before her, or unless she was a good earner, 
she can say that the Canada Pension Plan is pretty thin doings and does not 
do much for her. And I think this is an accurate appraisal, and that staying 
home and bringing up the family ranks rather low in the benefits from the 
Canada Pension Plan. 

Mr. CANTELON: Well, it would encourage the husband to put his wife out 
to work. 


Mr. KiLGour: I don’t think you have to encourage him. 
Mr. CANTELON: Well, I think I have taken enough of your time, sir. 
The CHAIRMAN: Mr. Basford. 


Mr. BAsFrorpD: I did not realize I was so high on the list. As a fellow Win- 
nipeger I wish to welcome you to the committee, Mr. Kilgour. . 

Mr. MONTEITH: Don’t let them hear that out in Vancouver. 

Mr. BASFoRD: Winnipegers are always welcome in Vancouver. I have one 
question involving me as a Member of Parliament. You come before us, sir, 
and I appreciate your interest and sincerity in coming before us as the president 
of a large insurance company, one which, according to your last annual report, 
is eminent in the field of pension group annuities and group pensions, and you 
come before us and criticize this bill as a sort of defender of the little people of 
Canada. 

However, also before the committee have come the Canadian Weifare 
Council, which has told us in substance to pass the legislation, the Canadian 
Federation of Agriculture, which again has told us to pass the legislation, and 
I understand the Canadian Labsur of Congress will tell us to pass the legisla- 
tion. I also have done some research in my own area and have raised a little 
storm of my own in Vancouver. 

Hon. Mr. THORVALDSON: Are you referring to the recent snowstorms? They 
were dandies. 

Mr. BASFORD: They were most unusual. So were my own. 

Mr. PRITTIE: I didn’t know you had raised any storms. 

Mr. BasrorD: I have correspondence; for example, correspondence from 
various employee groups, the office workers, civic employees, who are the ditch 
diggers, sewer diggers—the little people—and I think upholsterers, carpenters, 
plumbers, taxicab drivers, woodworkers, sheet metal workers, boilermakers, 
and— 

Hon. Mr. THORVALDSON: Mr. Chairman, on a point of order; I want to 
suggest that this type of question is wholly inappropriate and improper in this 
committee. For instance, a moment ago, if I may say so, the honourable gentle- 
man suggested that Mr. Kilgour being the president of a life insurance com- 
pany, should not come here as the protector of the little people of Canada. 
There is an innuendo there that is wholly inappropriate. 

The CHAIRMAN (Mr. Cameron): Yes, I noticed it, and I think a better word 
could have been used. 

Hon. Mr. THORVALDSON: Motives should not be imputed, and I think it is 
wholly improper. I think questions can be put without these long statements, 
preambles and irrelevancies that have nothing to do with the case. Mr. Chair- 
man, I appeal to you. 

Mr. Basrorp: Mr. Chairman, on the point of order raised by Senator 
Thorvaldson, may I say I imputed not motives. I recognize Mr. Kilgour’s sin- 
cerity in coming here, and I am surprised that Senator Thorvaldson, whom I 
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benefits. He is not the defender but the advocate. I think that is a proper posi- 


of Canada, or they do not know what they are talking about. a 


under the Canada Pension Plan. If the Canadian Federation of Agriculture | 


they are wrong, and perhaps they will have a new executive five years from 
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being so terribly sensitive about the point. 


Mr. KiLGour: While acknowledging Senator Thorvaldson’ Ss defencam re 
measures, may I say that I am quite capable of handling Mr. Basford’s questio n. 


Hon. Mr. THORVALDSON: You should see my bank book. Ne 


The CHAIRMAN (Mr. Cameron): I think you could have said that Mr. 
Kilgour is the advocate of one-third of the population which is not receiving 


tion to take. ; 


Mr. Basrorp: I am not trying to put Mr. Kilgour on the spot. I am trying | 
to obtain help to answer a question that I have in my mind as a member of 
Parliament. I have had correspondence from the painters, office cleaners, hod 
carriers, labourers and delivery truck drivers, and so on, all of whom see . 
to be ees ordinary people—those whom, in common language we call the 
ordinary people, and certainly not people whom you call in your brief the 
‘haves’. I find this language of ‘haves’ and “have-nots” not too helpful. But, 
in view of the representations that have been made to me and to the members 
of the committee by the Canadian Welfare Council and these other very pres-_ 
tigious and authoritative groups, surely to accept your submission we must 
accept the premise that these groups are not interested in the ordinary people 


Mr. Kiutcour: If I can comment on Mr. Basford’s question, Mr. Chairman, 
I will say that I think in a political sense his question is well put. Why do I 
choose, if you like, to criticize a plan for what it does not do for a lot of people | 
in Canada. I nik my only reason, Mr. Chairman, is that I understand pension 
planning, and I think I know a little bit about Canada. I am not at all satisfied 
that the hod carriers or the boiler makers and the Canadian Association of 
Agricultural Workers have any greater capacity to understand Bill C-136 than — 
a great many Canadians. Many of them are going by the headlines which say 
that this puts a great floor of social insurance under all Canadians, whatever 
they do and whatever their economic circumstances may happen to be. My" 
point is that this is not going to happen. The Canadian Federation of Agricul-— 
ture, which put in a brief and if I read the newspapers correctly, said they 
Mice the people receiving around $600 a year can get some benefit. In my 
judgment—and it is an individual judgment—this is naive. Two-thirds of the 
farmers of Canada do not have taxable incomes. How are they going to get 


thinks this is going to help the majority of their members then, in my opinion, 


now when the 7 of Canada understand what is happening. 4 
I do not intend to be provocative. I am just expressing my views in a 
manner that I have come to develop. 


Mr. Luoyp: You have satisfied the senator, in any event, that you do not 
need his help. ; 


Mr. Kincour: In fact, Mr. Chairman, on Mr. Basford’s very point, if yo A 
would care to enquire how these benefits, pensions, disability and death benefits 
are going to help the underprivileged people of Canada, then I would be glad 
to have any error in my brief pointed out. 


Mr. Basrorp: I wanted you to help me with my problem which J have as 
a member of Parliament sitting, reading and weighing the representations that 
come from these various groups, and whom I think are quite knowledgeable. — 
The CHAIRMAN (Mr. Cameron): Mrs. Rideout? A 
Mrs. Riprout: Mr. Kilgour, I did not think I was going to get here quite as 
fast either. At page 15 of your brief, in the last paragraph—this does not really 
‘ 1 


Jf 


a 


alates to my cies on ihe Canada peaien Plan, but it interested me—you ae 
n make the point about the provinces attempting to collect hospitalization Dae pis 


-miums from the residents. If I may quote from your brief, you say: 


> 


a 
¥ on provincial budgets has been very great. Others tried it and gave it up. 


_ Iam presuming that in the “others” my province of New Brunswick is included? — a 


Mr. Kincour: Yes. 


Mrs. Ripeout: I should like to point out, sir, that the Province of New 
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Some provinces, such as Quebec, did not even try, although the eee ae 


_ Brunswick—and I am saying this because I have the honour of being the only © ie 


woman representing the province of New Brunswick in the House of Commons 


—did not give it up. It was an election promise by our Liberal Government, and © i 
one of the platforms of their election campaign, an election which they won BE GT 
mainly because, I would think, they promised to give it up. Since then it has 


not affected New Brunswick financially. To my knowledge we are now in the 


midst of an economic boom such as we have never known before. Do not think 


_ because I am saying this that I am suggesting that when you die you should go> it 
to New Brunswick and not to heaven, but we are certainly on the way, and 


the giving up of the hospitalization tax had nothing to do with it. 

Mr. Kincour: I may have come to an erroneous conclusion, but my logic 
was in this vein:. Hospitalization is concerned with relatively low premiums. 
It was a bargain because the federal Government was paying about half the 
cost. If the people were so unwilling to pay hospitalization premiums that they 
would turn out the Government that imposed them—you did say it was an 
election platform? 


Mrs. RIDEOUT: Yes. 


Mr. Kincour: If the people were happy to get rid of a premium of $18, 
$24 or $48—I have forgotten what they were in New Brunswick, but premiums 
of that size—if they were so anxious to get of them that they voted in a 
government that promised to do away with them, them how many of those 
people will be keen to pay a tax that starts at $600? 


Mrs. RipEoutT: My point was only to assure you that New Brunswick did 
not give it up, really. They voted to give it up, yes, but at the same time they 
still have their hospitalization. 

Mr. Kincour: But without making any individual donterinii wae to it? 

Mrs. Ripreout: The point is that they felt so strongly against the premium 
that they were perfectly willing to give up the government that brought it in. 


But, I do not agree with you that the pension plan will be received in that 5 


manner. I think that the people look forward to a pension plan, and want it. 
Mr. Kincour: More than hospitalization? 


Mrs. Ripeout: More than hospitalization, yes, because it is something for 


their future and not for their immediate use. 


Mr. Kiucour: Mr. Chairman, obviously this is a matter on which one may 


hold his or her own opinion. I suggest that the Liberal Party felt hospitalization 


should come first. They put it in a long time ago. 
Mr. Monte1tH: Not as far back as 1919. 


Mr. Kincour: No, but it was a long time ago, and most provinces have _ 
concluded that the collection of small premiums is not worth the candle. We _ 
have only three provinces left doing it in Canada. It is very unpopular amongst 
people of moderate incomes, especially when they are harried—there are some _ 
pretty severe provisions in this bill to take care of your not paying your con- — 


- tribution. 


Mrs. RIDEOUT: You are comparing this hospitalization tax with the Canada — 


- Pension Plan. 
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Mr. Kincour: It is another Government contributory scheme. 


Mrs. RipEouT: It is just a matter of personal opinion. I do not relate them 
together, I am sorry. Thank you very much. 


Hon. Mr. Crouu: Mr. Kilgour, earlier you said that under this bill you get 
it or you do not get it by an Act of Parliament; is that right? 


Mr. KiILGour: Yes. 

Hon. Mr. Crouu: In the 1950 bill you got it or you did not get it by an 
Act of Parliament? 

Mr. Kiucour: Mr. Chairman, I make a great difference by pointing out 
that virtually everybody gets it under the Old Age Security Act. 


Hon. Mr. CrRoLL: Everybody who was 70 years and over got it. 
Mr. Kiucour: And would get it upon attaining the age of 70. 


Hon. Mr. Crouu: Yes, but that was by an Act of Parliament. We drew a 
line of demarcation between the two sets of voters, and we said to one set: 
“You will get it,” and to the other “You will not get it no matter how great 
your need,” and we said that by Act of Parliament. 


Mr. Kincour: That is right. 


Hon. Mr. Crouu: That is exactly what we are doing in another atmosphere 
and for another purpose, but the emphasis is that either you get it or you do 
not get it by Act of Parliament. My point is that this is exactly the same 
thing. It is something else, but it has the same principle, has it not? 


Mr. Kitcour: I would respectfully differ with that as the only security 
that all Canadians, subject to minor residential requirements, achieve this 
benefit at age 70—all Canadians, whoever they are. The pension plan gives 
old age pensions as high as $104.50 or $104.17 a month; or nothing at the 
bottom of the scale, because you did not earn enough. There is a death benefit 
of $80 odd at the top of the scale, plus allowances for children; or nothing if 
you do not qualify. To me, a death benefit, if you take it as $44 to $55, a flat 
benefit for widows, merits a lot more sense in present day Canada than $88 
for me and nothing for someone who was unfortunate. 


Hon. Mr. Crouu: I do not want to disagree with your answer but you missed 
the important point, and it is not such a difficult point, if you listen. I quote 
your words, that you do not do it by this bill, you do it by an act of Parliament. 
What I am saying is that in the bill in 1950 you got or you did not get it by 
an act of Parliament. If you were 70 you got it, if you were 69, or just one day 
away from 70, you did not get it. 

Mr. KiLGour: Until you became 70. 

Hon. Mr. Crouu: But in this case you say that if you are 40 you are ina 
pretty good position to be able to get some real benefits out of this. As a matter 
of fact you call them windfalls. You qualify immediately under the new act, 
but it is also a demarkation between citizens by an act of Parliament. 


Mr. KiLcour: I am trying to be thoughtful. I thought there was a difference 
between a person who benefits under a universal benefit on attaining an age 
and one in which there are some rigid limitations, where some persons get a 
large benefit and other persons get a small benefit or none at all. I think 
there is quite a difference, but this may not appeal to the committee. 


Hon. Mr. Crouu: I have no hesitation in putting you on the spot, so would 
you listen to what I have to read: 


One could well ask what are we waiting for? The joint Senate- — 
Commons Committee of 1950 was so successful in establishing Old Age 
Security with harmoney and wide public approval that one of Mark — 
Twain’s observations is very appropriate, “Few things are harder to put © 
up with than the annoyance of a good example.” -_ 


| 
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Do you know the author? 
Mr. Kiucour: I subscribe to that, sir. 


Hon. Mr. Crouut: That was a statement you made at the 72nd annual 
meeting of The Great-West Life Assurance Company, in Winnipeg in 1964. 


Mr. Kingour: I have often done wrong before but I do not think I was 
doing so in those remarks. I think it is true that if one were to give this to 
a committee, and particularly if you were to designate some terms of reference, 
one could have a pension plan, in addition to our old age security plan, designed 
relatively quickly, that would meet very well the true test of what the Canadian 
people need. 

Unfortunately, this bill has been drafted on preordained premises. It must 
be wage related, then later it must have a fund. If we really were to define 
the needs of the Canadian people, I am satisfied that an extension of old age 
security could be designed as harmoniously and as intelligently as it was 
in 1950. 


Hon. Mr. CroLu: I was very much struck by those words. I have a great 
number of clippings. You were then advocating royal commissions—not on 
this. 

Mr. Kincour: On this, too. I advocated a lot of things. 

Hon. Mr. Crouu: I think what you said was: 


Prompt reference to a joint Senate-Commons Committee can 
achieve many things. Regardless of one’s views, pro or con, on any 
particular aspect of the Plan, there can only be public good emerge 
from the healthful airing, informed debate and study which only such 
an inquiry can achieve. 


Mr. Kincour: Yes, but I made those remarks terribly thoughtfully and 
my only regret is that they came after the second reading of the bill. I could 
have hoped that they would come before the bill was introduced. I meant it 
very seriously. 

Hon. Mr. THORVALDSON: Might I ask the honourable senator for an explana- 
tion of the meaning of his question. In other words, when you made that 
quotation, are you referring to the type of inquiry that was made on the 
old age pensions committee in 1950, because if you are, the chamber of com- 
merce delegates this afternoon took exactly the same position in regard to 
this as the witness does now and as indicated by Mr. Croll. 

Hon. Mr. Crouu: Mr. Kilgour knew very well what he was talking about 
at the time he made these assertions. He knew the difference between the 
committee in 1950, that had a term of reference without a bill, as compared 
with this committee with a term of reference with a bill, at the time he made 
the statement; so there can be no question about that. What you were asking 
for at that time was for a joint Senate and House of Commons committee? 

Mr. Kitcour: Before a bill. 

Hon. Mr. Crotu: There was nothing said here about “before a bill’. 

Hon. Mr. THORVALDSON: There was no bill at that time. 

Mr. Kiucour: I appreciate the senator’s thoughtfulness but, frankly, sir, 
that statement was made long before any bill was even within range or sight 
and it was that there be a royal commission or a parliamentary committee. 
I referred to the King-Lesage Committee. There was a deliberate desire that 
this. subject could be aired thoughtfully before a bill was presented. I believe 
I am correct in my facts and I trust that the Senate will bear me out in this 


now. 
A MEMBER: What is the date? 


Hon. Mr. Crotu: Rebraary sae oce Cs aon Lake eC fea 
ek A Mempesr: It was long Before the bill 332 =e ae ee 
{ =e > Mr. KNOWLES: That was between the first and second versions: “We are 
on the third version now. | a 
Hon. Mr. Crouu: It says: a 


Its recommendations would develop a measure in which Canadie S 
could have confidence and pride. 


Is that still your opinion? , 
Hon. Mr. McCurTrcHEoNn: Not of this committee. 
Hon. Mr. CROLL: The question I ask is, is that still your view? F 


Mr. Kincour: I can answer this by referring back to my submission, in 
which I respectfully submit that the Canada Pension Plan should properly be 
rejected, and then I qualify that by saying that: 


If sound, equitable principles are established, a coniprchoncelan 
alternative available to all Canadians at lesser cost can be achieved 
through a broad extension of the present Old Age Security Act. 


\ 


I firmly believe that to be the case. If it were within the terms of reference, 
or within the mood of this committee, seriously to lay down one, two or three 
accepted principles, such an extension could be developed promptly, exactly as 
it was in 1950. But that may not be within the political orbit. However, I still 
hold to the principle, though if it is not properly within the terms of reference 
of the committee I cannot speak on it. | 


¢ The CHAIRMAN (Mr. Cameron): You still think a committee of the Senate 
ct and House of Commons is of real value? 


a Mr. Kincour: I certainly do. 

fs. Hon. Mr. McCuTcHEON: Before a bill. ‘ 
: Mr. KiLGourR: I am one of those who believe in the parliamentary system — 
and who believe that if a Senate-House of Commons committee finds some-_ 


thing unworthy of being passed, it will not be passed. 


Mr. BAsForD: As a matter of privilege, we should welcome back to the 
committee Mr. McCutcheon whose presence must indicate the leadership crisis 
is over. } 


Hon. Mr. McCutTcHEon: I did not understand there had been one. 


Mr. LLoyp: Everyone will admit that if you had a choice and were starting 
from scratch one could deal with it from the economic angle or other angles, 
one could take considerations of provincial and federal governments and one 
could agree as to a point of time as to what they ought do. There are con- 
siderable merits in what you say about the flat rate form of assistance to 
people. Otherwise there would not be any Old Age Security Act. The Old 
Age Security Act will continue after the Canada Pension Plan is established. 

Now, on page 20 you make a statement about certain situations. In the 
second paragraph you say: 


Contrast this with a widow supporting herself, waiting for age 7 
when she will have $75 a month out of which she must pay her tore 
upkeep. 


Now, I put this to you. Anybody reading that kind of statement, such as 
people who do not know economics, and surely a lot of us do not know the 
finer points about actuarial science, would look at this and say, “Well, this i 
the Canada Pension Plan—it doesn’t do anything for her. This gentleman is 
pointing out to us that it is deficient. What does he suggest we ought to- do? 
_ Should we increase the old age security from $75 to $150?” 
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Mr. Kincour: Mr. Chairman, in reply to that, I would quite categorically 
advocate that there should be a flat rate system of pensions or benefits for all 
widows in Canada; and one may choose to redefine this by saying certain age 
categories and adding on to it that the Canada Pension Plan does give certain 
ee for children. However, to me, a bill which says that we will ignore 
widows of 65, anyone up to 65—six, seven, eight, nine—let them raise their 
children any way they like— 


_ Mr. Lioyp: From your enlightened position, Mr. Kilgour, and your vast 
knowledge of pension planning in Canada, at what figure would you place the 
assistance in 1965 if the government should supply people in this category? 


Mr. Kitcour: Mr. Chairman, if I were to volunteer out of my sole wisdom 
a pension plan for Canada and nominate the rates, I should not be here. It has 
to be an extraordinary study to arrive at that. What I am saying is that flat 
rate benefits, or any measure of that kind, must be according to what your total 
pocketbook can absorb, and be applied to the people who need it, and that is a 
more intelligent way of determining how to spread assistance than income 
related, and having some people cut out completely. I would not begin to say I 
can draw up a plan on the back of an envelope, because I cannot. However, 
I am confident that once the principles are settled, if you said that we are going 
to look after all these people who today are widowed and give them an income 
which is consistent or compatible with what we can pay old people, you can 
determine the costs of those things with the proper assistance quite accurately, 
and you can measure whether this is within your pocketbook or what you are 
prepared to tax off. I cannot create those figures in a moment. All pension plans 
are arrived at by asking what do we want to achieve, how much does it cost 
us to do it. You have to keep on reconciling the benefits and your capacity to 
do it. 
Mr. Luoyp: Then, Mr. Kilgour, without extensive study and research you 
cannot put a figure on what it should be? | 


| Mr. Kiicour: I would not feel that I could authoritatively, but for argu- 
ments sake one could toss out a figure, the figure set for old age security. 
Seventy- five dollars a month might be an intelligent payment to a woman who 
is left in a certain age category and not able to re-enter the labour market, 
or who has dependent children. 


; 


Mr. Luoyp: So that this answer of yours really applies to any of the flat 
rate benefits—the disability, the death benefit— 


: a Kiucour: In my judgment, yes. The disability benefit again, is utterly 
crue 


' Mr. LLoyp: How does our present program of social assistance operate, on 
the basis of means testing? We do, don’t we, at least provide disability assistance 
at the present time? 


4 Mr. Kitcour: Mr. Chairman, I am sorry I cannot speak on the ele 


measures in effect in the different provinces. I rather was viewing this discussion 


as related to things that people were entitled by right to a social welfare bill 
enacted by the Parliament of Canada. It may be that welfare assistance— 


3 Mr. Luoyp: But you do admit that the economics of it is involved, and 
involves any level of government, and that we have to have regard for the 
economic implications of all measures? 


‘i Mr. Kincour: Quite; and I would hope that any federal legislation to cover 
these groups would take a great load off the welfare departments and give 
considerable confidence to the people, having these benefits by right, instead 
of a welfare measure. 
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Mr. Luoyp: As a general statement, you do subscribe to the viewpoint that 
how much we can do in the social assistance field is governed by the resource 
of Canada? 


Mr. KiLGour: Oh, quite. 


Mr. Luioyp: So it is on this allocation of resources for national objective 
in which we have great responsibility that we should put the emphasis on the 
priorities we select? 


Mr. KiLcour: In my judgment, Mr. Chairman, clearly an allocating of funds 
to people who presumably need them and giving the most to the people who do 
not, by that means we are automatically taking the benefits away from “ 
people at the bottom. 


Mr. Lutoyp: My last question is this. Let me assume for a moment that 
some measure of further assistance would be availabie in the flat rate field 
of social assistance. What about all those other people who now do not have 
access to pension funds? Should they be left? I am speaking of wage related 
pensions. Should we not go on expanding wage related pensions? 


Mr. Kincour: I think that question I would answer something like this. 
There are incredibly great pressures at work today to expand wage related pen-_ 
sion plans amongst employers who are solvent enough and large enough te 
put them in. There is the concept of responsibility that bears on employers to 
have a decent pension plan. This has been growing for the past 20 years. There 
are pressures of labour unions that we want a decent pension plan, and this 
has been the urge, for fringe benefits which has been very great. There idl 
the competitive factor of an employer who does not have a plan, and cannot — 
hire as sound labourers, perhaps, as those who have. There are the tax benefits” 


‘ 


of being in a pension plan, and having half of it paid by the federal govern-_ 
ment. All these are urging employers to put in an intelligent pension plan, 
who have the means to do so. It is on top of these plans that we are adding 
the principal benefits of the Canada Pension Plan. To everybody in a good pen-_ 
sion plan you can say categorically they are going to get this one on top of it, ' 
and the employer may be tough and say “the government gave it, and I take 
it”, but this is a rough position for an employer to take. a 


Mr. Luoyp: You do not have statistics on this such as have been asked for? 
Mr. Kitcour: No. My submission is only on what happens to the people, ~ 


; 


and not on the economics. i 
Mr. Luoyp: I think it would help to bring out the fact that under private 
plans, in the lower earnings field pensions are pretty slim. : 


Mr. Kincour: On the contrary, Mr. Chairman, every pension plan with 
which I am familiar has a pension formula which treats income levels equally, 
or if anything, a discrimination against highest salary groups. I know of no 
pension plan which exercises discrimination in favour of the higher salaried | 
groups so that someone suffers a disadvantage by being in a lower salary 
group. : 

Mr. LLoyp: But private plans are all wage related plans, are they not? 


Mr. Kincour: Yes. 


Mr. Luoyp: So as to your observations with respect to wage related plans, 
which I think you quite extensively criticize, those who earn more are paid — 
more. Is that not a fact of our society? i 


Mr. Kiucour: Yes, Mr. Chairman, but this seems to go back to a sort of 
basic principle. Obviously people who earn more have more money; but for 
the government to say we will give a large benefit to people who earn over 
$5,000 a year, we will give nothing to people who haven’t enough money t 
put in an income tax return, is allocating government revenues to peopl 


~ 
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who almost by definition do not need it and not giving a nickel to people who 
almost by definition are poor and do need it. 


Mr. Luoyp: I think what you are saying is that there is no need for gov- 
ernment to extend in the field of wage related pension plans. You are saying 
we should stay out of that field and we should concern ourselves with increas- 
ing our flat benefit payments under the old age assistance program, and the 
like? 

Mr. KiLcour: To much broader groups, yes, that are not now covered. 

The CHAIRMAN (Mr. Cameron): Mr. Cashin? 

Mr. CASHIN: Mr. Chairman, I should like to attempt to show that there 
are several holes in the brief of Mr. Kilgour, but this would not be fair to 
other members of the committee. I am also cognizant of Mr. Kilgour’s state- 


ment about principle and the reference here to philosophy. I think this is really 


a question of conflicting philosophies between myself and Mr. Kilgour, but 
somehow I think mine is more in accord with the evolution of government in 
North America and western Europe over the past 30 years, so, consequently, 
I think my philosophy is right. Of course, we could have a great debate relating 
back to the pre-1930 or 1935 philosophy. That being as it may, there are 
one or two things I would like to ask of you. 


Hon. Mr. THORVALDSON: When were you born? 
Mr. KNOWLES: It doesn’t matter, ’30 or ’35. 


Mr. CASHIN: It was my good fortune late enough not to have to endure 
too much of that pre-1935 philosophy. 


Mr. MONTEITH: You missed a lot! 


Mr. CASHIN: On page 10, at the bottom of page 10, you are discussing the 
young woman who works for five years with earnings of $2,400 per annum, and 


you show us in this brief that this woman gets a lower return from her participa- 


tion in the Canada Pension Plan than she would if she tried Canadian Govern- 
ment annuities. What rate of increase in wages did you assume for the next 40 
years for the purposes of this? 


Mr. Kincour: I can give an intelligent answer to that. I use the exact figures 
in the Canada Pension Plan and the exact figures in the Canadian Government 
annuity plan. In other words, I did not attempt to index them. In other words, 
I used the present formulas without indexing. It could be the dollar is going to 
depreciate and this three-times spread will be eliminated, but if one contem- 
plates a 2 per cent compound annual interest increase in prices for the next 20 
years that means rising prices of nearly 50 per cent; but if you want to use a 
figure of 4 per cent rate of compound annual increase for 20 years, that more 
than doubles price levels. In my judgment, such increases, if they come about, 
will have such a sweeping impact that I would not want to even predict it. 
Accordingly, I have used the initial level of benefits, the only known comparison. 
Indexing is an unknown league, and in any such price rise 3 or 4 per cent 
represents the sort of blow-up I do not want to contemplate. 


Mr. CASHIN: This illustrates our differences in philosophy, because the 
record of the economy of the past 40 years suggests you are incorrect. 


Mr. KiuGcour: Forty years takes you back to— 


Mr. CASHIN: —to 1926. I am using the figures quoted on page 151. We have 
only average salaries going back to 1939. I was going to use that example, but 
I thought it would be a little unfair to you because it does not include the depres- 
sion. I want to be as fair as possible. 


Mr. Kincour: Quite a lot of people did live through the depression. 
21755—7 
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Mr. CasutIn: That is right. I hope the SLE ARS that eee in Cuando 
a result of the depression will help us to prevent the next depression, provided 
we can maintain and enlarge this philosophy. 

Therefore, I can only conclude, if you accept history, and be very conserva- 
tive, and say we are not going to do any better in the next 40 years than we did 
in the last 40, my breakdown of these figures comes to $24, using a growth rate 
of four times, on the basis of the Gross National Product. That makes $24 thi 
young lady will get. Investing in Government annuities, I know of no way to di 
it where you will get someone else to pay half the contribution. So for the same 
amount of money she invested in the pension plan she would only get half. If 
you take her individual investment she would only get $8.42. We could all figure 
it and say it comes from different philosophies. Mine, perhaps, puts a little more 
hope in the future, and I hope to live a little longer in the future than many. 
“Hope springs eternal’. , 


Mr. KNOWLES: We will abolish the Senate before you get that old! 
Mr. CASHIN: My figure is $24 as opposed to $8. This illustrates the difference 
in philosophy. 
Mr. Kiicour: I deliberately said my brief was not touching on the eco- 
nomics. Sir, if you question whether a four-times increase in wage levels is 
going to be healthy for Canada, I suggest you should contact the Governor of 
the Bank of Canada or the Chairman of the Economic Council rather than me. 


Mr. CASHIN: Was it healthy for the past 40 years? 


Mr. KiLcour: It went through a variety of stages. There was a period called 
1929. Then there was a long, rugged period. I remember when the wage level 
was not going up but was going down. 


Mr. CASHIN: But for the 40 years? 


Mr. Kitcour: It may be an interesting figure in Canadian history, and the 
one-way street is not something that is inevitably tied in to our economic system ; 
That is getting off onto economics, which I should not be on. 3 


Mr. CASHIN: I think we at least know where we stand now, and this v ‘ 


Mr. Kitcour: Could I ask whether you feel a young married woman whi 
has worked for 10 years prior to having a family fares well compared to 
the woman who comes out of marriage and works from age 55 to 65 and sets 
a pension of three or four times that which the woman who worked at the 
beginning of her life gets? Is that equity? 


Mr. CASHIN: She fares better than she would fare now. My philosophy 
would be that I am all for doing for the greatest number of people the most 
all of the time. If we cannot solve all of the problems of all of the people 
at the present time, I believe we should make the best possible effort to solve 
as many of the problems as we can, including the problem of the $600-a-yeal 
man. The man who now makes $600 will not benefit under the Canada Pension 
Plan but will at age 65 get $900 a year. Is this the kind of society we we 
to have, where if you can survive until you are 65 you have a bonanza, 
and you forget about him until he is 65? We have to look at the whole 
problem in toto, and we just disagree. | 

Mr. KiLcour: What happens if he dies and his wife has four children 
to raise? 


Mr. CASHIN: When he is making $600 a year? 
Mr. Kincour: Yes. ‘ 


Mr. Casuin: She probably will not be any worse off, or slightly worse off 
and in either case she would be in a horrible mess, and I would not want to be 
in her position. 
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Hon. Mr. 'THORVALDSON: Your philosophy would do her a lot of good! 
Mr. CASHIN: Certainly it would, and I hope to do that some day too. 


Mr. Munro: Mr. Chairman, Mr. Kilgour has referred to the Canadian 
Life Officers Association brief, and one of the aspects that Mr. Kilgour 
has pointed out as a deficiency in the present Canada Pension Plan, and one 
of your central themes, as I understand it, is the number of people who 
will not be covered and will not get benefits. Assuming that to be correct 
_ generally, the chart that sort of backs up this central theme, chart 2 of the 
/Canadian Life Underwriters— 


¥ Mr. Kincour: Mr. Chairman, I would rather speak on my own submission 
than on another one. I do illustrate the number of people that will not come 
in, but I used other terms on page 16. I think I am better qualified to speak on 
my own submisison than another one. I have brought no notes, no economists, 
no statisticians. I am just me. 


i Mr. Munro: Perhaps you will let me comment on it, for this reason. I 
think you did refer to it, in all fairness to yourself. You oan in here when 
the Canadian Life Officers presented their brief. You referred to the chart as 
an outstanding example, and you were quite articulate on this point, that 
this chart did point out some sericus gaps in the coverage of the Canada 
Pension Plan. I believe you referred to 66.5 per cent at that time that would 
not be covered. I think also at that time there was some indication that 
generally it would be welcomed if the aspects of this particular chart and the 
basis of it were examined. 


Also at that time there was some indication that generally it would be 
welcome if the aspect of this particular chart, and the basis of it, were ex- 
amined, and the actuary has done this to a degree. 


Roughly, he has examined this and come up with figures now, and it does 
still bear out to a degree the theme you have mentioned. But the actuary 
would indicate that with respect to the 1,880,000 people in 1976 over 65 who 
would be receiving benefits if there were complete coverage, or universal 
coverage, the figure of the Canadian Life Insurance Officers Association, 
of 33.5 per cent who would be receiving benefits, is not correct. He indi- 
cates that the percentage is 36 per cent. 


4 I agree that this is not a great divergence, but it does involve people, and 
he indicates that it would be 36 per cent who would definitely be receiving 
_ benefits. 


Breaking down the no-benefit area, which under your chart indicated 66.5 

per cent of this 1,880,000, he says that that is 64 per cent. He breaks it down 

_ this way. He says that Ba. 4 per cent would be people who are over 70 and who 

are now retired—and when I say “now” I am referring to 1966, that is, 10 
years previous to 1976—and people between 65 and 69 who are now retired. 


| Mr. MonteItTH: I don’t want to interrupt you, but are these figures in the 
actuarial report? 


4 Mr. Munro: It is based on the actuarial report and they are conclusions 

of the chief actuary. 

Q, Mr. MontTeITH: But they are not before us any place. 

Mr. Munro: I was just about finished. I was going to ask you some 
~ questions not pertaining to the figures particularly but to what they reveal, 

and I think it does deal with your general theme. 

i Mr. Kincour: Mr. Chairman, I would only make this observation: If the 

parliamentary secretary to the Minister of National Health and Welfare says 

that the Government actuary confirms that 64 per cent of the people now who 
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will be over age 65 in 1976 will be getting no benefits from the Canada Pension 
Plan, I think that jibes surprisingly well with our statement of the other io 
and it confirms it. 

In fact, Mr. Chairman, I get exactly the same figure in my discussion on 
page 6 as to whom the Government can collect money from, and I say that 
one-third of the people will never be in the plan. 

Mr. MONTEITH: I come back to the simple fact that here are some figures 
available to Mr. Munro which the rest of us have not had. 

Mr. Munro: Mr. Monteith, I was not strictly accurate when I said that this 
was from the chief actuary. These were conclusions drawn by the department 
as a result of a study of the actuarial report. Now, I am just indicating a study 
of these figures, and I am not verifying that they are absolutely and completely 
accurate any more than the Canadian Life Insurance Officers Association were 
prepared to substantiate the basis of their figures. | 

Mr. MontTEITH: These are figures that we are going to get, are they, Mr. 
Munro? 

Mr. Muwnro: The figures you are going to get are ones actually from the 
chief actuary himself, formally delivered, which may be at some variance with 
these, but I wanted to bring these out with Mr. Kilgour in relation to this 
particular chart and then ask some questions pertaining to it. I don’t think 
that they are going to be widely divergent from the conclusions in the chart 
other than that they do explain a lot of things and do reflect considerations 
that we should take into account when certain questions of deficiency are 
pointed out. : 

Mr. CANTELON: It might be asked that these figures be tabled, then, for 
the benefit of the whole committee. 

The CHAIRMAN (Mr. Cameron): In view of the fact that Mr. Kilgour is 
ready to accept that the figures are reasonably close to his own, I think that 
the damage, or harm, that might be done has been obviated. 

I would think that Mr. Munro might have put his question ‘‘assuming this 
to be the case’, rather than as if he were quoting. i. 

Mr. Munro: I agree that that would have been a more appropriate manner. 

Hon. Mr. THORVALDSON: As a question of order, Mr. Chairman, what right 
has one person in this committee got to receive figures irom the Governinem 
actuary that the rest of us don’t have? 


Mr. Munro: Senator, I corrected myself. These were not from the chief . 
actuary but were from the department as a study of the actuarial report. 


Hon. Mr. THORVALDSON: Well, they were from the department itself. It 
is the same thing. 


Mr. Munro: I am sure that if any member of the committee requested — 
information from the department they would endeavour to co-operate and 
supply it. I don’t think any member of the committee has had difficulty in the 
past; at least I hope not. 

When this chart was prepared, and Mr. Kilgour referred to it and based © 
certain conclusions on it, and frankly it was a troublesome revelation at the 
time, I asked for this whole area of no benefit to be broken down and I am just — 
about finished if you would just like to hear the rest of the figures. . 


Hon. Mr. THORVALDSON: I want to ask the Chairman what right ang 
member of this committee has got to cross-examine the witness with regard 
to figures which the rest of us have not got? Fa 


Mr. Munro: I am not cross-examining. F 
Hon. Mr. THORVALDSON: Well, I would like the ruling. + 
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Hon. Mr. Croutu: Mr. Chairman, a few days ago members from this 
committee asked for information with respect to certain questions that had 
arisen as a result of evidence that was given. I was one of them. Some of 
the information that had not been given then I have not received yet. But 
I have some indication that this information will be ready and I suspect that 
anybody else who wants information may ask for the same Haine It is the 
normal practice. 


The CHAIRMAN (Mr. Cameron): I don’t think it is a pert of a right. 
I think it is a question that the figures are not official figures because Mr. 
Munro has stated he is using them as a guide or lead to question the witness, 
and the witness is prepared to agree that these figures are substantially correct. 
Otherwise I might have said, “If you are saying that these are the figures 
of the chief actuary we should have those figures before us before you use 
them.” 


Mr. Kincour: Mr. Chairman, if I could add a word, I think I am always 
pleasantly surprised when actuaries’ long-term projects come out within 2 
or 3 per cent of each other. Now, these did so and I suggest that this is not 
a material contribution against the fact that 10 years hence this plan is 
going to have more old people getting nothing from it than those who are 
getting something from it. 


The CHAIRMAN (Mr. Cameron): Well, to clear the point I will rule that 
the figures are not official. 


Mr. Muwro: I welcome Mr. Kilgour’s comments. I wish I could finish 
the percentages, because I indicated that on these figures here—and I agree 
that they are not official—it is 36 per cent receiving benefit and 32.4 per cent 
who in 1966 will be 65 or over and who are retired, and that includes all 
those in 1966 who are over 70 who will still be alive in 1976 in accordance 
with the chart. So that in that comparison 36 per cent receiving benefit is 
more than the 32.4 per cent, so that your conclusion is not quite correct on 
the basis of this figure. 

However, I agree that this is still an alarming thing and it works out to 
approximately 593,000 people, on these figures, who are over the age of 70 
or over 65 and who are retired. 

Still on this area of no benefit, it goes on ‘to the figure of 9.4 per cent 
not yet retired between 65 and 69. Now, that would refer to 1976 also, so 
that it cannot be assumed that all those people, the 9.4 per cent of this area, 
would be receiving no benefits and would not be contributing. The final area, 
breaking it down, is 22.2 per cent, for 1976, under 65 and not participating 
in the plan. 

Now, again I agree that this is an alarming figure following along your 
general theme, Mr. Kilgour. But in that 22.2 per cent would be included widows 
between 55 and 64 in 1966 not working, and then you have to assume that 
for the 10 years from 1966 to 1976 those widows between 55 and 64 in 1966 
would never be earning. All of them would never be working and earning 
over the $600 limit. 

This 22.2 per cent would also include unemployed or disabled aged be- 
tween 55 and 64 in 1966. Again you would have to assume that proportion 
—the unemployed proportion of this—will always be unemployed. Never 
during this ten year period will they exceed the $600 exemption, and never 
will they thereby be able to contribute to the Canada Pension Plan. 

‘When you see it in that aspect, assuming this is correct, it does reduce 
considerably the impact of the conclusions that have been arrived in chart 2. 

I am not still contending it does not present problems. All I am saying 
is that I do not think the alarming figures that have been arrived at here 
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are accurate, and I think they can create considerable misunderstanding and | 


alarm unless they are at least qualified and explained. 
ie | Now, I would suggest that by bringing down the percentages indicatags 
a that considerably over 50 per cent of these 1,880,000 will, in fact, be covered 


/ under the Canada Pension Plan in 1976. I am also ye veined I am 
inviting your comment—that if a chart were prepared—this is just about the 
worst period you could have picked for this chart—if a chart were prepared — 
for ten years later you would find a considerably higher degree of participaliqum 
so far as benefits are concerned than is indicated here. 


Mr. Kincour: I would be glad to comment on that. I do not think thatll 
anyone could quickly assimilate Mr. Munro’s analysis of those figures, which — 
none of us have seen before, but I would strongly quarrel with the final | 
conclusion that there would Be only 22.2 per cent who would be in the plan. 4 
May I take you back— 4 

The CHAIRMAN (Mr. Cameron): Before you go on, I think you said only y 
20 per cent in the plan— q 


i Mr. Kincour: I think Mr. Munro said there would be only 22.2 per cent— q 


Mr. Munro: No, I said that 32.4 per cent were, in effect, retired in 1966, 
most of whom were over 70 or between 55 and 69. I agree that 32.4 per © 
cent are not covered. Then I said that of the 22 per cent—we also agree that 
with respect to another 22 per cent you could allege they are not covered, but 
that they include these two areas of widows of between 55 and 64 in 1966—_ 


Mr. KiLGcour: Will they be getting any benefits from anybody? 


Mr. Munro: You could say this 22 per cent is comprised of widows ~ 
-_and unemployed people. You could say that the whole 22.2 per cent would not — 
get any benefits if you make two assumptions—first, that widows between — 
55 and 64 in 1966 will never be working and never contribute to the Canada ~ 
Pension Plan in this ten year transitional period— 

Mr. KiLGouR: Why not? Why would they not be in the work force? — 
A widow should go to work so fast—a single woman. She can get a bonus one 
25 per cent of her wages. If this Canada Pension Plan does not draw every | 
wife and mother out of the house to work then it is because they do not care™ 
about money. 

Mr. Munro: That would considerably reduce the benefit area. 

Mr. Kitaour: This would help exaggerate our biggest problem, that of § 
finding jobs for everybody in 1970. This legislation will pull every woman 
out of the house for three days a week in order to get the 25 per cent— — 

Mr. Munro: These are the people you are including in your no benefits — 
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he Mr. Kiicour: Mr. Chairman, I would like to make a clear-cut distinction. 
Be We cannot talk about pieces of the pie. I suggested to you, and I thoughtil 
oe thoughtfully, at page 16 of my submission, that under the best tax machinery — 
3} and collection machinery that has been enced in Canada one cannot reach — 
more than 47 per cent of the working population by employer-employee deduc-— 
it tions. You can scoop in another small group by income tax returns. I cite 
Manitoba as an example, and say that on this date which I believe to be 
reliable you will have a minimum of one-quarter, and probably one-third, of 
the population from whom you will never get deductions. It has been frequently — 
stated that everybody earns over $600 a year, but we must go back to the base. 
i Many of these people are married men who may earn $1,800 or $2,000, but 
. they have spent it. Normally they have no tax liability. Many of them have 
Se no records, and to ask them to put in a tax return and pay up $42.50 or 
$29.75 at the end of the year is utterly unrealistic. . 
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_ Mr. Luioyp: Try that on Lunenburg County and see how far you are 
yrong. 
. Kincour: Do you mean that you would get it right away? 
. Luoyp: They are pretty astute in finding a saving. 
. Ki~tGour: This is not a saving. 
. Luoyp: Well, in taking advantage of an opportunity—-I will put it in 
‘that way. 
; Mr. KiLGour: It means you have to file satisfactory data on your total 
income and disbursements. It may be that in Lunenburg County they all have 
a perfect set of books on income and disbursements, but they do not on the 
small farms in my part of the country. 

Mr. Munro: Mr. Kilgour, I just wanted an opportunity, and I am grateful 
to you and the members of the committee for allowing me to do so, of putting 
these admittedly unofficial figures on the record with respect to these figures 

which you gave the other day, and on which you personally based the con- 
clusions you came to. 

Mr. KiLucour: And there may be a 2 per cent area in that group. 

Mr. Munro: There is considerably more than 2 per cent because there is 
not only the 2 per cent area in the people drawing benefit under your own 

chart, but there is the 9.4 per cent who are not yet retired in 1976 between the 
ages of 65 and 69, a goodly portion of whom could be contributing to the 
Canada Pension Plan. 

Mr. KiiGcour: If they are not drawing any benefits it will mean the group 
that are under the larger piece of the pie—if they are not retired it will make 
the people not drawing benefits an even larger proportion. 
| Mr. Munro: Who are not drawing benefits? 


Mr. Kincour: The life officers’ brief took the premise that everybody was | 


retired. So, if you make smaller the number of those people who are retired 
there will be a larger percentage who are not drawing any benefits. 

Mr. Munro: Your 1,880,000— 

Mr. Kincour: That is assuming everybody is retired over the age of 65. 

Mr. Munro: That is fine. I say that is a faulty assumption, and that 9.4 
per cent area— . 

Mr. Kitcour: That will make the people who are not covered a larger 
proportion. 4 
| M. Munro: A larger proportion? 

Mr. Kincour: Yes. 

“ Mr. Munro: We are also saying that 36 per cent of your 1,880,000 are 
receiving benefits— 

Mr. Kiitcour: Mr. Chairman, I have a sneaking hunch that an exchange 
between the Government actuary and the actuary of the life officers will be 
‘more profitable than an exchange between Mr. Munro and myself. 

Mr. Munro: And I am also indicating that this 22.2 per cent could be 
based on two assumptions that cannot be made. 

. Hon. Mr. THoRVALDSON: Mr. Chairman, on a point of order; yesterday we 
had a discussion about this matter of examining people on matters that were 
entirely outside their brief. I think the chairman of yesterday upheld those 
who took that point of view. I still take that point of view. If we are going 
to examine witnesses on matters that are not in their briefs then we shall be 
here forever, and I object to it. 

4 Mr. Munro: Mr. Chairman, taking the honourable senator’s objection into 
account, I would say this, that this theme that has been developed surely is 
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based on certain conclusions such as these, and the fact of the matter as to 
their accuracy surely is pretty relevant. It reflects on the accuracy of the 
statements made, and that is the only reason I am advancing it. But, I shall 
leave that area now and just ask this one more question. | 


Hon. Mr. McCutTcHeon: Mr. Chairman, may I interrupt for a moment? 
Surely, if these are figures produced by the department then we want the © 
department’s assertion that they are accurate. We want the departmental — 
official who prepared them to come and tell us what they are, and we can 
examine him. We cannot examine Mr. Munro. That seems to me to be the 
nub of this question. He is alleging certain figures are inaccurate on the basis 
of a statement which none of us could follow as it was made. We shall read it © 
with interest when we get the transcript. But, if he is challenging these figures i 
then let us have the departmental official who prepared them come here and — 
submit himself to our questioning. 


Mr. MONTEITH: I agree wholeheartedly with what Senator McCutcheon has 
said, and I would add one postscript to the effect that I think Mr. Holmes, who — 
was coming that day, indicated that to the best of their ability these were the © 
figures they calculated, and he asked for confirmation from the department or ¥ 
the actuarial branch. This is when we asked the department to have prepared ; 
for us and for other years a similar graph on a similar basis. é 


Mr. Munro: I have admitted that they are not official figures. I put them 
to Mr. Kilgour based on certain figures that were given us. If he feels they © 
are incorrect then all he has to do is to prove them incorrect by giving the © 
basis of his own figures— 


Mr. Kincour: I would suggest that one of the actuaries of the life officers — 
and the Government actuary would have no difficulty in reconciling any dif- — 
ference in base. Obviously I am quite incompetent to analyze a report that — 
I have not seen and when I have not the gentleman who prepared it with me. — 


The CHAIRMAN (Mr. Cameron): I cannot agree with the statement about — 
your incompetency, Mr. Kilgour. 


Mr. Kitcour: I cannot analyse figures I have never seen. 


The CHAIRMAN (Mr. Cameron): These were unofficial figures. I so ruled. : 
I was allowing Mr. Munro to proceed with his argument and to ask questions. 


Hon. Mr. THoRVALDSON: What right has he to argue? We are on a point of © 
order. You say you allow Mr. Munro to proceed with his argument. He is here — 
to question, and so am I. 


The CHAIRMAN (Mr. Cameron): I think it is inherent in Mr. Kilgour’s 
brief. He has mentioned that he supports the Life Underwriters Association ~ 
brief. It contained a chart and Mr. Munro is making certain observations about 
it. However, we can probably pass it over as Mr. Munro has indicated he is 
going to proceed to another question. The record is there of what Mr. Munro 
said and if it carries any weight the committee will decide that. ; 


Mr. Luoyp: May I raise a point of order, on a question of procedure? I am ~ 
in agreement in principle with Mr. McCutcheon and Mr. Monteith with respect — 
to what we are going to do with all of these things. Mr. Kilgour, Mr. Anderson ~ 
and other witnesses have made submissions to us, day after day. We have not 
had much opportunity to analyse in depth all the conclusions they have drawn. 
I presume that, after a week’s recess, after the hearings, we will be calling — 
our staff to check out those figures. At that time we can put ourselves in proper — 
perspective on these things. 


- 

Mr. Munro: On this same point of order, Mr. Kilgour has referred in his © 
covering letter to the Canadian Life Insurance Officers’ Association brief as — 
being much more complete and exhaustive on this subject. I do not wish to be 
unkind, but Mr. Kilgour did say: ‘How can I analyse figures I have not seen?” 
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Questions were asked pertaining to these figures of the Canadian Life Insurance 
Officers. They were not prepared to give any basis at that time for the figures 
they were advancing, when asked by myself. So they are both on a par in 
this matter. 


Mr. PRITTIE: Regardless of the points Mr. Munro was raising, the facts 
still remain. As Mr. Kilgour and others have pointed out, many people are not 
covered. We knew this plan would not cover all sections of the population but 
this has been brought to our attention more forcibly by various briefs, and it 
is something we must think about. 


Mr. Kilgour’s brief is pretty clear. He and the Canadian Life Insurance 
Officers’ Association favour an extension of old age security, perhaps by lower- 
ing the age benefit and so on. Apart from the extension of the O.A.S. principle, 
perhaps down by a fixed rate benefit, is it your final opinion that there should 
not be a Government plan earnings related pension? 


Mr. KiLcourR: With a possible exception. I illustrate the point briefly on 
page 22. I personally hold the view that we cannot necessarily afford to do 
everything for everybody that we may want to do for some segments of the 
community. I suggest that if we are to require everybody to turn in an income 
tax form from $600 a year up, this may permit—I say “may” because this is a 
matter where there are differences of opinion—this may permit supplementary 
benefits to be payable to people whose need is clearly shown by their financial 
circumstances. I know this would embrace a great many problems. Rather than 
saying that all old age pensions must go up from $75 to $85 or $100, my own 
sense of economics is that there are many people in Canada whose incomes 
are so low that we would like to raise them. If we are to have income tax 
down to $600 a year, we may have clearly marked out for us those people 
who need supplementary measure to bring them up to $100 a month or whatever 
it may be. 

To the extent that one person’s idea may have any merit, I think this is 
worthy of exporation. If this new income tax screen, which apparently Parlia- 
ment is willing to sanction, means that people must make returns down to $600 
a year and is to be part of our national intelligence, then is it not possible 
that we could supplement people’s income if they need it and ignore the 
people who have an adequate pension, that is, ignore them in terms of raising 
it? 


Mr. Prirtie: That would not be done by means of payroll deductions over 
the years? 


Mr. Kricour: This could be part of the Old Age Security Act, if it had any 
merit. I can quite appreciate that if a married couple have nothing but old 
age security—and there must be many such—they would need to supple- 
ment this to some extent. Also, a single old person may need more than half 
the old age pension of a married couple. This could be done by their own 
income tax screen. One could bring their income up from $900 to $1,200. I 
think “‘supplement” is probably going to have to be our final test as to how 
those people you know are in trouble will be assisted, without scattering money 
across the country like crazy, to people who do not need it, and taxing young 
people to pay for it who may need it as badly, if not more so. 


Mr. PrirtrE: I understand there would be no earnings related deductions 
over the years to meet that situation? 


Mr Kincour: There would have to be revenue, whether by means of a 
wage tax, a combination of taxes or so on. I would rather see supplementary 
benefits payable to people who may be defined as needing them, rather than 
enlarging the whole scale up the ladder where all old age people—there are 
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Hon. Mr. THORVALDSON: This could be a completely secret process, just 
as secret as the income tax? 


Mr. KiLGour: Just between the taxpayer and the state, if it was approved 
as part of the old age security—not a means test. a 


- Mr. PrittTie: It would not be anything like the proposed mechanization laid 
down? 


Mr. Kitcour: No. 


Mr. KNOWLEs: In view of the fact that you categorically recommend that 
we reject the Canada Pension Plan for a number of reasons that you have 
stated, one of them being the fact, to which I also have tried to give 
publicity, that it provides nothing for people now over 70, what is your alterna- 
tive? What would you have us recommend that Parliament do for Canadians 
now 70 years and over? 3 


Mr. Kitcour: If I get the question correctly, my judgment—whether it is 
polically feasible or not—would be this. If this committee thinks as seriouly 
of the deficiencies of this plan as I do, one would be forced to the conclusion 
that this bill and the Old Age Security Act together, as they stand, do not 
solve the problem of many people in Canada in unfortunate circumstances 0 
in old age. q 

Because of these deficiencies, there should be a re-examination of the 
specific approach to the problem, to bring in another one which will solve it 
more closely. If it is found there is no merit in plan A, then let us proceed to 
plan B. In my judgment, plan B must arrive to meet sertain solidly accepted 
principles. If you started by saying “Our problem is the unfortunates in ~ 
Canada; we have a base now for everybody, which is good, but there are 
many people in trouble because this base is not high enough; we must find 
a technique to help them” there is the first problem. 4 

If we have got a lot of existing widows who have no benefits under existe 
social legislation, that is problem number two. If we have a lot of disabled 
people in Canada who are not getting anything from the federal government, 
that is problem number three. If we have the fatherless and the homeless, that 
is number four. The object surely should be, how can we do a competent job 
for those people within some containable sum and raise the money. This 
would be my approach. How do we raise the money that it will cost to do 
what we feel to be an acceptable job? Then if we have any more money to 


social challenges as they exist, well, I suspect there is no shortage of places to 
put money, but undoubtedly there will have to be a continual and periodical 
review of the old age security, and a supplementary program perhaps every 
three or four years—some formerly constituted body sits down, by an analysis 
of existing problems, rather than by saying, “We will just raise them five or 
ten dollars a month.” There should be a truly thoughtful process, on the basis 
that if this is right, then we have to do this today. I firmly believe that if you 
can honestly define the needs and lay down two or three principles which are 
mutually acceptable to the Canadian people as being fair, you can work out a 
plan. You can provide for periodic, thoughtful provisions which should be 
geared to the country’s capacity to pay, and to how these people are paid in 
relation to the community. In my judgment, there is far greater hope in ap- 
plying continually thoughtful measures, than in any such inflexible technique 
as an index which can help some people more than others, and do nothing i 
some others. 
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_ Such an inflexible technique ties the hands of Parliament, because they 
have promised already. It is like a 40-year contract without a relieving clause— 
you are just hooked to it. 


_ Mr. KNOWLES: I would like to put to you a few frank questions, Mr. 
Kilgour. I wonder if you are aware of the fact that the life officers in their brief, 
like yourself, have drawn aitention very strikingly to the fact that there is 
nothing in Bill C-136 for people over 70, but that you are refusing to give 
your own plan—plan “B”, or plan “K’, or whatever it is, for these people 
over 70. 

I will go one step further. I think the storm you have tried to raise has 
not gone unnoticed. I can tell that from my mail from old age pensioners. In 
fact today I had letters from them. They are concerned about the point you 
have made, that here is all this legislation going through, and this committee 
working, but nothing in it for the present old age pensioner with $75 a month. 
You have just as much right as I have to point that out, but I think you have 
the same responsibility as I have to say what you would do now for those of 
70 years of age and over. If all we do is to reject this bill, then we have done 
nothing for the people you say we are doing nothing for, and nothing for 
anybody else. 

Let me go one step further. I will say for your brief that you make a couple 
of proposals that were not in the life officers brief the other day, or at least 
I did not see them. At page 22 you suggest that a single old age security 
recipient might have his total income brought up to a predetermined level, for 
example, $1,200. You seem to be suggesting that a single person over 70 who 
now gets $75 might have his total pension brought up to $100. That does not 
mean, as I read it, that his pension automatically is raised to $100, but it isa 
sort of— : 

Mr. Kincour: That is my Scottish approach. It is not a means test, but an 
income tax level approach. 


Mr. KNOWLES: You also have a proposal that benefits payable at 70 could 
be used to enable people at 65 to bring their level of income up to $900. In 
other words, you are prepared to extend the coverage of old age security lat- 
terly, if I may use that term, to take in more groups of people not now 
covered, but you are not prepared to say that the level of old age security, 
the $75 level, should now be raised. The question I am putting to you is, do 
you think it is fair to the many pensioners in Canada who are aroused by 
the storm you and others have raised, that you draw attention to the fact that 
nothing is being done, but you do not propose yourself that something be done? 


Mr. Kincour: This is a very fair question, Mr. Chairman. Perhaps I can 
answer it as frankly and honestly as I can in this way. I am satisfied that we 
must broaden old age security, take in more people that are not now covered. 
That includes widows and people out of work, and people who cannot work 
any more at 65. We must bring about a lateral plan to solve these problems. 
As to whether the level should be 75, 85, 95, 100, I do not think that I personally 
have sufficient knowledge on which to base a flat, and to say that this is my 
view. In fact, I tend in my own mind to divide elderly Canadians into about 
three groups. There are many of them who are well to do and who have more 
money, raising a family helping grandchildren and so on. Another group is 
getting by quite nicely—and old age security is a tremendous factor. This 
couple gets $150 a month, which together with their own resources makes 
them quite comfortable. There are those who without it would be in deep 
trouble; and I think this is in my brief, that there are people who with old 
age security get by quite decently. Another group is perhaps literally dependent 
on it. In this group I think anyone with a thoughtful or charitable outlook 
would say many of these people need more than $75. I am disenchanted with 
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the broad cast of the social measures we have been adopting in Canada. To me, 
family allowances are for the birds for about 75 per cent of the population 
Money goes out of my pocket to my wife, and nobody benefits. 


With regard to old age pensions, we must keep a basic level, I think, tha 
makes some sense, and maybe $75 is plenty in relation to what I would ca 
the first and second classes. It is perhaps quite inadequate in relation to those 
people largely dependent on it. 


I suggest a supplementary technique. Some of you know more about what 
can and cannot be acceptable in Canada. What I suggest, you might shoot it 
down in flames. To me there is nothing wrong with a couple sending in a 
statement saying their income is $1,200, and somebody sending them back 
a cheque for $300. ‘ 


Mr. KNOWLES: All these supplementary techniques involve a test of some — 
kind. Are you departing from what you regard as the virtue of old age security, © 
namely, a universal benefit that is of a non-discriminatory nature to be given — 
to people of a certain age? Are you not disappointed, at the same time, when | 
you hear of these thousands of old age pensioners who like to hear the storm 
raised but think it is raised in your defence? 


Mr. Kincour: Again, I would like to be frank to say there is this one-third, 
or thereabouts, of our entire population who, I personally think are doing 
quite all right ceih $75 coming on top of their other income and good pensions, — 
I think you will find that increasingly in the case of people retiring from the 
government and private industry, all having good pensions and social security ; 
on top, who are well cared for in relation to the working population and in ~ 
relation to the fact that their cumulative expenses to raise and educate children ~ 
over the years are over. I am not a about well to do people, for whom 
I think $75 is ample. 


Mr. KNowLes: But are you not asking the committee to reject the plan © 
without something to take its place? iM 


i 


Mr. Kincour: Well, I wish I had the wisdom to offer a pension plan or 
an old age security plan that would commend itself to this committee. I doubt 
if any one person can do that. My view would be rather that there are certain © 
principles that can be agreed upon. I think men of good will could agree on : 
them. Then you have to get down and see what it will cost, to see what it is 
you want to do, and how you are going to raise the money. Then you get an 
answer. * 

Mr. KNow.es: You and I have been following that idea for a number of | 
years, but from a different point of view. If we got together, we might offer 
something. e 

Mr. KiLtcour: I would agree with you. ’ 

Mr. KNOWLES: But let me ask you another question. " 

Mr. MONTEITH: Why don’t you get into a huddle? 

Mr. KNOWLES: My colleagues in Parliament had better be well armed if you 
get into a huddle with me. I would like to ask one brief question about the 
coverage that the Canada Pension Plan will provide. I am not going to rehash 
all the arguments you had with Mr. Munro about the chart in the Life Officers’ Py 
brief presented the other day, but I do wonder if you are aware of the figures — 
given to us this morning by the Life Underwriters Association, when they 
referred to the fact that in about 25 years the Canada Pension Plan would 
provide retirement benefits for its maximum potential of 85 to 90 per cent 0: 
those in retirement. Would you think those would be reasonable figures that 
your Life Underwriters have given us? ; 
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\ Mr. Kiucour: Far be it from me to challenge anybody else’s brief. I am not 
that optimistic, but it could well be there are projections which would have 
many more people on the payroll. 

Mr. KNOWLES: This is a group which was critical but was conservative, and 
even in their critical view they did admit this could happen in 25 years. 

Mr. Kiucour: I could not challenge that. 

Hon. Mr. CrRoLu: Could I ask a supplementary to that question? 

Mr. KNOWLES: Yes, go ahead. 

Hon. Mr. Crouu: Following what he suggested, Mr. Myers, the i ere for 
the United States social security scheme, told us that after 30 years 90 per cent 
of their people are covered. That seems a favourable comparison. Ours is, after 
25 years 85 per cent; and theirs, after 30 years 90 per cent. 

Mr. Kiucour: That is in a more industrialized nation than ours. I could not 
quarrel with those figures. 

Mr. MONTEITH: It runs in my mind that he said 87 per cent. It may be close 
enough to 90 per cent not to worry. 

Mr. Kincour: In many ways that is rather sad, when you think of a plan 
that took close to 30 years to mature, if it still has 10 or 15 per cent of the 
population out. 

Mr. Basrorp: At least 5 per cent were covered under state-municipal 
plans. 

Mr. KiLcour: The figures were not quoted to me accurately. 

Mr. KNOWLES: I was giving the Life Underwriters’ figures as figures of 
critics, and I agree it is sad it is not 100 per cent. It is something for a plan 
to move in that direction though. I can not help but be concerned about the 
number of times you and your insurance colleagues, and others, have made the 
assertion that the Canada Pension Plan gives the largest benefits to the wealthy. 
If it is true down the line, then from my point of view we had better take 
another look at it. 

Let me try and put a question to you about this. Does the Canada Pension 
Plan give any greater windfall or any greater benefit of any kind to the man 
earning $50,000 a year than it does to the man earning $5,000 a year? 

Mr. KiILGour: Well, it is nebulous, but the fact that his contributions are 
deductible means that he maybe can get 57 per cent deduction off his income 
tax, but it is not important. 

Mr. KNOWLES: These are deductions of 79.25 a year. 

Mr. Kiucour: He can get 50 per cent off, so he only pays 39. 


Mr. KNow.es: At the other end, isn’t it also true that on any pension he 
gets he will pay on that pension a higher rate of tax? 


Mr. Kiucour: If he remains in Canada! 


Mr. KNOWLES: Basically, is it not true that for the $50,000-a-year man 
there is no greater benefit under the Canada Pension Plan than for the $5,000-a- 
year man? 


Mr. Kitcour: Yes, the top bonus is about $12,000, and it does not go up 
above five. 


Mr. KnNow.es: And for the $10,000-a-year man there is no greater benefit 
than for the $5,000-a-year man? 


Mr. Kiucour: Yes, if they are in the same age group. 


Mr. KNowLEs: It is true we give greater benefits to the $5,000-a-year man 
than to the $2,000 or $1,000, but at that point it stops? 


Mr. Kiucour: Yes, above five. 
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Mr. KNOWLES: This is aie ropladreut languare, to. ae pate this is t th 
kind of plan that gives the greater benefits to the wealthy. a 
Mr. Kiucour: I do not use colourful language as a matter of choice, 
* rather as a matter of conviction. 


Mr. KNOWLES: And do you think you can support that conviction? 


; Mr. Kingour: Yes, I think so, because when this plan becomes full blowr 
th in 10 years there is no question what happens to you in the 10 years is a bal . 
Mr. KNOWLES: That is social insurance. ‘ 
Ne Mr. Kitcour: It is not social insurance normally. Take these complete 
: prospectuses the Securities Exchange puts out, and everybody looks to see what 
shares the president owns and what his dividends and salary were last year. 
If we put out a list of what everybody is going to get as a bonus over the next 
ten years, quite a lot of us will be getting $10,300. My gardener would be in 
as zero. It is plain old dollars I am getting more than I paid in, “This 
j is a contribution from a grateful country,’ but I do not think a guy at the 
bottom is going to think so. He is going to say, “These fellows really geared 
the plan to suit their group.” . 
Mr. CASHIN: Give your gardener a rise. 
Mr. Kincour: Well, he cannot speak English and cannot read the tax 
form, but he is a wonderful guy. 
Mr. KNOWLES: I would like to meet your gardener. Where does you P 
gardener live—in my constituency? 
Mr. KiuGour: Yes! a 
Mr. KNOWLES: I would like to keep on the subject, the extent to which the 
Canada Pension Plan gives greater bonuses to people in the higher income 
bracket. You have narrowed it to the first 10 years, and I am prepared to 
talk in terms of 10- or 40-year periods. In terms of a 10-year period—how 
old are you? 
Mr. Kincour: Fifty-two. I am just two years off the perfect age for the 
Canada Pension Plan. | 
Mr. KNow.uEs: I do not know what your salary is. You know what mine 
is! You are, roughly, a 10-year man. You will not get any greater benefit 
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a, out of this foe a $5,000 person of the same age. f 
“ Mr. Kincour: Of the same age, no, but we both get a very handsome 
: package. 


Mr. KNOWLES: You and the $5,000-man get precisely the same. 4 


| Mr. KiLGour: True. f 
a Mr. KNOWLES: I am not questioning how much you make, but you are in the 
. more favoured bracket. . 
J Mr. Kitcour: More than $5,000! 
+e Mr. KNOWLES: Yes. One of your predecessors used to be one of my congre- 
ot gation and was a very generous giver. I am going back to C. C. Ferguson, 
ee and when I was in a certain church in Winnipeg that needed help in the de- 
fr pression days, he was the man to go to. 
| Mr. GUNDLOCK: He might be a good man to go to now. 
, Mr. KNOWLES: In the 40-year period the $50,000 or $100,000-man gets 
bi something out of this, but he does not get any more than the $5,000 ma n. 
a Mr. Kitcour: Of course, the fact is those extremes are so remote in 
Canada. 


Mr. KNOWLES: Don’t they have a bearing on your contention this plate is 
somehow or another providing bonuses for the wealthy? I am admitting it 
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-provides more for the $5,000-a-year man than it does for the man earning 
$4,000, $3,000, $2,000 or $1,000. I am also aware of the fact these differences 
‘are mitigated by the flat rate benefit they all get. That still does not wipe out 
the fact there is a difference, but wouldn’t it be a little fairer in his kind of 
criticism to admit there is a ceiling? 

ii Mr. Kitcour: A ceiling on the benefit, though if some of these indexing 
figures go on over the next 20 years I do not know where the top benefit 


will be. I have not projected it, but it will be pretty high. 


at Mr. KNOwLEs: I have just one other question, Mr. Chairman. Reference 
has been made to the fact that we had the Canadian Federation of Agriculture 
here yesterday and their representatives, whom we questioned quite sharply 
as to whether they really spoke for the farmers, did make it clear that the 
farmers wanted a compulsory plan. They had some criticism about the plan. 
They think that people who cannot contribute on the first $600 should get 
credit for it in any case. 


You saw some press reference to this. However, do you not think that there 
is some validity to the fact that the Canadian Federation of Agriculture thinks 
that these premiums can be collected? These questions were put to these people 
yesterday and they stated that the compulsory plan is a good one. Does this 
have any bearing on your contention that these premiums cannot be collected 
from the farmers of Manitoba? 


_ Mr. Kitcour: I would offer the judgment that I would think that they 
are optimistic on this, and again I use the illustration, Mr. Chairman, in my 
brief that the fact that the only province that I can think of that successfully 
collects premiums from farmers in great numbers is using municipal machinery 

and not just sending out bills. They are using municipal machinery and sending 
out tax bills. , 
Manitoba and Saskatchewan have both used municipal machinery and have 
put it on a tax bill; otherwise the farmer just tells you where to put it. But 
if you put it on his tax bill through having the municipality collect it you can 
collect it. So that I think the probability of collecting premiums from the 
Manitoba farmers who constitute a very high percentage of the farmers in 
Canada has to be discounted heavily if any experience we have up to now 
counts. 

Mr. KNOWLES: Would you admit that in the public mind there might be 
some difference in their attitude towards hospital premiums and pension 
premiums? People like hospital coverage, but they all hope that they will not 
go to the hospital. But are people not generally interested in pensions and this 
kind of security? Is there not likely to be a slightly different attitude in this 
respect? 

Mr. Kincour: That would have to be a matter of judgment and a matter 
whether one wants to make a tax return, and perhaps when you actually add 
‘up your disbursements it might be different. You might have lots of taxes to 
include in the plan. 

I don’t know, but I would not impute motives to anybody. 

Mr. KNow.es: I thank Mr. Kilgour for his frank answers to my questions. 


¥ The CHAIRMAN (Mr. Cameron): It is 10 after 10 and I have several people 
wanting to ask questions, and I would like to ask a couple of supplementary 
questions myself. I was somewhat disappointed that you did not come out 
with an alternative plan, having turned down a wage related scheme. Why did 
you not give us an alternative plan? I think that is what Mr. Knowles was 
_trying to obtain from you. 
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Disregarding the cost features, what would your all-over alternative be 
to this plan? Secondly, what would happen to the man who is getting $1,250 
a year? What would be his pension out of this plan, and let us say that he is 
in the 50 per cent and upwards tax bracket. What would happen to his benefits, 
his $1,250? ‘ 

Mr. Kiucour: I am sorry, Mr. Chairman, but I don’t understand. Do you 
mean the $104 a month? 

The CHAIRMAN (Mr. Cameron): What would happen to it taxwise? 

Mr. Kiucour: Well, of course, again, if he is retired he can— 


The CHAIRMAN (Mr. Cameron): I am talking about the man in the 50 per- | 
cent and upward bracket. You mentioned that in one part of your answer to 
Mr. Knowles, and I would ask you what would happen to the man who seu 
$1,250 and hie income tax is in that bracket. 


Mr. KNOWLES: Yes, over 55 and his earnings— iy 


Mr. Kitcour: I think he would start to give his money to his children to. : 
reduce his tax bracket. 


The CHAIRMAN (Mr. Cameron): Would he not be paid $600— | 
+9 
5 
: 


Mr. KiLGouR: He may not be in that bracket after retirement. We accept 
that he would not be. The retired person can adjust his circumstances. 


Mr. Luoyp: Within limitations. 


Mr. Francis: Mr. Chairman, I was listening to Mr. Kilgour’s remarks on : 
the experience of collecting poenal premiums. Perhaps I misunderstand Mr. 
Kilgour at this present time, but do I understand him to say that the only 
province having success in using municipal machinery to collect premiums is : 
the Province of Manitoba? Take the Province of Ontario, for example. Is he. 
suggesting that they are not successful, that their collection experience is— 


Mr. Kitcour: No, in fact, I would be interested in that province. I should : 
say that the only one I am thoroughly familiar with is Manitoba, but is Ontario 
receiving a higher percentage from people in the outlying areas? 


Mr. Francis: To the best of my knowledge, Mr. Chairman, there has beeyi 
no criticism directed at them. : 


Mr. Kiicour: I don’t think criticism has, but if I recall my figures—and I 
am speaking from memory—there are some 600,000 people in Ontario who have 
their premiums paid by the Department of Health and Welfare in the Province 
of Ontario. 


Mr. Francis: Well, there are many people on categorical welfare in the 
Province of Manitoba also. Is the situation different? There is bound to be thi 
number also. 


Mr. Kincour: If you pick up all the people in rough who pay — 
through the Department of Health and Welfare you will realize that you don’t 


have the problem of collecting premiums from them. ; 


Mr. FRANCIS: Perhaps there is no point in pursuing this further. 


Mr. Kincour: Ontario is a highly industrialized province as well, but they . 
have a great number for whom premiums are paid. ; 


Mr. MontTrEITH: Well, anybody with a supplementary allowance has pre-— 
miums paid. 


The CHAIRMAN (Mr. Cameron): Mr. Cété. 


Mr. CétTE (Longueuil): Mr. Kilgour, in your brief, and in your statement, 
you seemed very concerned that some people that are now over 70 or who 
retired after the age of 65 would not get any benefits because they would be 
too old and would not be able to participate in the plan, even if the plan is a 
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contributory plan. Are you also concerned with the large percentage of Cana- 
dians who are now in the labour force who do not have a chance to be covered 


by a pension plan? 


Mr. KiLGourR: Yes, I am. 

Mr. COTE (Longueuil): This will be a great help to that part of the popula- 
tion. 

Mr. Kiucour: Providing they can be brought in as contributors. 

Mr. C6TE (Longueuil): That is what I am talking about. I am talking about 


| the working group. 


Mr. Kiucour: I believe the group that you refer to would be people who 
are working at several occupations during the year. Now, I don’t claim any 


personal knowledge of the Proivnce of Quebec, but I think there would be a 
| great many people from whom it would be hard to collect premiums. 


Mr. CétTE (Longueuil): To come back to the first category of people I was 
talking about, those who will be too old to participtate in the plan, is it a prac- 
tice, when a firm introduces a pension plan for its employees, that it brings in 


| employees who have worked there and are already retired? Do they bring them 


in and give them benefits under the new pension plan or are the employees who 


are already retired left without anything? Do they get any benefits from that 


plan? 
Mr. Kitgour: I am afraid I don’t quite follow you. 
Mr. Cote (Longueuil): I am talking about the contributory plan. 
Mr. KiLtGcour: I am afraid I cannot give a categorical answer on that, but 


a great many firms which have not had pension plans have been doing some- 
_ thing, either keeping people on the payroll or doing something for their retired 
people who had no pension. Some may just turn them out, though. 


Mr. COTE (Longueuil): There are no benefits from the new pension plan, 
though. 

Mr. Kitcour: Some of them do set up provisions and keep retired people 
on the payroll even though they are away past the age at the time they do it, 
but it depends a lot on the community and industry. 


Mr. Cote (Longueuil): Most of the plans introduced now— 
Mr. KiLGcour: They cover past services for present employees. 


Mr. COTE (Longueuil): For the persons employed, but not for the ones who 
are retired already. 


Mr. Kincour: That would be unusual, but some may. 
Mr. CoTE (Longueuil): But most of them do not. 
Mr. Kiucour: No, that would be true, sir. 


Mr. COTE (Longueuil): Do you think that this is the same kind of plan 
because it is a contributory plan, and that we should give benefits to people 
already retired? 


Mr. Kincour: Mr. Chairman, I think in reply to that I would have to 
express a view like this, that there have been industries that have turned out 
old people without a pension. I do not regard it as admirable, but they have 
done it, and they have left those people as a social problem in Canada. I do not 
think a government should adopt the harsh attitude that because somebody is 
Over a certain age we ignore them. I call that a rather brutal attitude on the 
part of industry, if there is such an instance of where they just ignore people 
who retired last year or the year before with no pension. They just fire them 
and let them go. I regard that as a fairly rough attitude towards those people, 
but when a government adopts the same attitude then I would think it is infi- 
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ety rougher eens we noe they eee peeks cast off big: industry v IU 
any provision. I think the Government must pick up the group that has | bee 
kicked around. sk 
| Mr. CétE (Longueuil): But not through the funds of this contributory pk ae 
That should be done through other funds such as the Old Age Security Fund. 
Mr. Kitcour: Frankly, I regard it all as money that the Government * 
receiving in and paying out. Even if the benefits are not related to the conti ri- 
butions in any way that you can understand it is the question of the Govern- 
ment taking in money and paying it out, and you have to accurately deter ne 
that you are taking in enough. ‘ 
. The CHAIRMAN (Mr. Cameron): Mr. Gray? 
Bata. Mr. Gray: Thank you, Mr. Chairman; I shall be very brief. Mr. -Franei is 
; raised an interesting point. If in Manitoba and possibly in Ontario the Depa 
el ment of Welfare, or whatever it is called in the respective provinces, pays tha 
we premiums for hospital insurance for large numbers of people, is this not a 
i solution to the problem of collecting for those at the lowest end of the spectrum? 
& . Mr. KitcourR: Do you mean they should pay their pension premiums too? 
4 Mr. Gray: Is not that a possible solution to that portion of the problem? 
Mr. Kincour: Well, I heard that suggested by one man. I thought he was 
being facetious. He said it would pay a province to take on its welfare cases a 
consultants and pay the Canada Pension Plan contributions so that they would 
get the maximum benefits within ten years. I thought it was a facetious 
remark, but for the next ten years it might be quite lucrative, if you did not 
close it up in some way. . 
Mr. CASHIN: It would solve the problem. That is an idea. 
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1m Mr. Gray: Let me ask you another question arising out of your exchange 
Res with Mr. Knowles about a bonus. Mr. Knowles indicated his belief, with which’ 
ie you agreed, that the bonus actually does not increase with people earning over 
$5,000; it remains the same. I gathered from the question asked by the chair- 
f man that the bonus would, in fact, decrease as incomes increase because of 
5 aa the greater income tax being paid. g 


Ky Mr. Kitcour: That is true. If a man has a retirement income that is much 
us higher than somebody else’s he will pay a higher income tax. He could con- 
ee _ ceivably divest himself of some of his other income, but on the other hand he 
gets a better deduction on his contributions on the way in. I think the point is 
correct, but the absolute amount of money that is paid kia every month by 
the Government is a substantial bonus. I agree with Mr. Knowles, that it does 
ih) not increase any more for the man earning $25,090 than for the man earning 
pene $5,000. 

3 Mr. Gray: In an earlier exchange I understood you to say that two-thirds 


_ of the farmers do not have taxable incomes. Do you mean that before or after 
taking into account basic deductions and exemptions? 


fu Mr. KiLcour: My Statement on that—and I regret I cannot document it 
Ba tonight in as reliable a manner as I would like, but there are two sets of figures 
that are vailable; one is the number of farmers who turned in income tax 
returns in the various provinces. Again, I am speaking from recollection tonight, 
but I think that for the Prairie provinces it was about 32 or 33 per cent, and in 
one province it was down to a low of about 24 per cent. I am sorry for not 
having the Quebec and Ontario figures, but I think they were lower. 


I recall a remark made by Mr. Sauvé in which he said 177,000 farmers in 
Canada do not have gross incomes of as much as $2,500. If you do not have 4 
gross income, and you are married and have some children, I do not know how 
you figure out your net. I suspect these people cope the best they can throughout 
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it come tax revare Riis that they had $600 a year net cash at the end ‘of 
the year. I do not profess to be an accountant, but I suspect that there has been 
enough family labour go into the farm— 


_ Mr. MONTEITH: The accountant’s training thus far is to iin them down 


_ Mr. Kitcour: I would think there would be relatively few that could from 
their own records and expenses show returns that would require contributions. 
id Mr. Gray: Of course, they do not all have accountants like Mr. Monteith, 
though. 
Mr. KiLcour: I am sure they do not. My submission is that in the main 
these people will not be caught by either the strain of either employer- 
‘employee deductions or the strain of income tax deductions. ; 
Mr. Gray: Perhaps we can compare this with one point you make in your 
brief, where at page 16 you say: 
Reviewing another collection machinery, the income tax system, 
one finds that in 1962 225,234 Manitobans had taxable incomes. 


As that the number of people filing returns in that employment category? 


Mr. Kincour: That is all Manitobans, and that is out of labour force of— 
I have the figures at the back. In 1962 fee were 569,000 Manitobans of 18 
years of age or older of whom only 225,000 filed income tax returns. There were | 
364,000 who were qualified as family heads or single persons responsible for 
insurance, and out of these only 225,000 had taxable incomes in 1962. 

Mr. Gray: That does not mean that there was not a somewhat larger 
number who did not file returns? 


BY Mr. KiLGourR: Oh, no, but let us say they did not have an income. I am 
not going to impute their honesty. 
Mr. GRAY: But it is quite possible that a larger number filed returns who 


did not have taxable incomes but who earned enough to be aa aed by the 
pension plan? 


Mr. MonTeITH: It is an income between $600 and $1,000. 


Mr. Kincour: This, I admit, Mr. Chairman, is complete conjecture. A 
Married man with four children may have had a cash income of $800. He may 
have spent it in supporting his family. Up to now we have allowed him to. 
Under this provision he may be persuaded, and there are some hard provision 
in the act, but I do not know how hard the tax department would be disposed 
to go with respect to these people. He may be persuaded to put in his return 
and pay his contributions. 


; Mr. Gray: I have just one or two final points with reference to a very 
interesting portion of your brief at page 18 headed “Underlying Philosophy”’, 
You criticize the Canada Pension Plan by saying: 


It places a final seal of approval on a completely mercenary ap- 
praisal of the individual’s contribution to society. Money earned no 
matter how, determine the individual’s benefits. Whatever one deems to 
be the least worthy occupation will afford a higher pension than the 
most worthy occupation if one earns more money in its pursuit. 


Are you suggesting in this that it might be possible to create some system of 
old age security giving higher pensions to people who by some standards are 
deemed to have more worthy occupations? 

i Mr. Kiucour: No. I admit that when I wrote that particular sentence I was 
thinking of some amusing instances—in fact, I was recalling a case that was 
| 21755—83 
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before the Exchequer Court in Vancouver. We do not give a married woma 

anything for all her work. She is for the birds. She can work 40 years raising 
a family and get not one dollar of benefit under the Canada Pension Plan, but 
if a person earns some money in whatever you, in your wisdom, determine to 
be a useful or worthy occupation, that person gets a big benefit. 


Mr. BAsrorD: Be careful, Mr. Kilgour. You are speaking of a former client 
of mine. 


Mr. Gray: This is not the time to probe into a solicitor-client relationsHa 
Mr. KiLtcour: That is why I said “If one chooses’. 


Mr. Gray: I gather that in spite of this concept your firm does not 
hesitate to sell private pension coverage to anybody who has the money— 


Mr. KiLGourR: Good heavens, neither does a broker. Here the Government 
seems to be saying to one person: “Out of this fund we have collected you 
can have so much’, and to another person: “You can have nothing”. a 
is quite a difference. 


Mr. GrAy: You are suggesting that it is all right for people in privatel 
enterprise to be completely mercenary, but this is not a concept you would 
accept in any way in government? 


Mr. Kiucour: I am unhappy to see a plan in which, for example, nari ; 
women—lI feel strongly about this—do not get a nickel for having contributed — 
importantly in running a farm or a house over heaven knows how many 
years. They do not get one cent out of the Canada Pension Plan unless they — 
go into the labour market, and compete with their children. ’ 

Mr. Gray: I have one final point. Would you bring this principle into 
the computation of incomes before retirement? | 

Mr. KiLtcour: Quite frankly I am very much in favour of the United | 
States system where a married couple can divide their income. 

Mr. Gray: What I am driving at is this; you feel there is something — 
intrinsically wrong with somebody getting a hieher pension whose occupation 
before retirement is not as socially desirable as someone else’s. 


a 


| 


Mr. Kitcour: That is a minor point. I put it in to illustrate that we are 
prepared, no matter what you earn or how you earn it—if you earn dough 
you get a big pension from the Canada Pension Plan, but if you are a wife 
and a mother you get zero. Now, that is an interesting proposition, and not 
one that I would write into social legislation. 


Mr. Gray: But it is all right in private business? 
Mr. KILGouR: We give people what they pay for, and so does a store. 


Mr. Gray: I hope you will urge some responsibility in private business 
also, as do many leading executives. 


Mr. KiLtcour: In terms of responsibility in business, many businesses 
today are trying hard to exercise their social responsibility. I have nothing | 
but dissatisfaction to express for those who brush them off. I would be sorry — 
to see Government brush them off in a manner equally subject to criticism 
but more so because Government is a body which presumably speaks for — 
businesses which cannot speak for themselves. i 


Mr. Gray: I disagree with the word “equally” but I have finished my — 
questions. 

Mr. Macautuso: On page 3 of your brief you state: 
.would be completely contrary to our national interest, and incom= | 


be bie with the ideals and concepts of social justice which should guide 
social legislation. 
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From reading your brief and hearing you twice before this committee I might 
have some idea of your philosophy but I would be interested as to what your 
philosophy is, as to what should be “the ideals and concepts of social justice 
which should guide social legislation’’. 


| Mr. Kitcour: I think I give a reasonable illustration when I refer to 
the death benefit. I use the illustration of wealthy man and a farm labourer 
killed in an accident where the wealthy man can get $168 a month for his 
widow and whereas the farm labourer’s wife will get zero. Under my idea 
of social justice both might get $50 a month, if you have a carte blanche scheme, 
or you could give more if there is no other resource. 

Mr. Macauuso: It is equality for everyone? 

Mr. KiLGourR: Or more at the bottom. 

Mr. BASFoRD: You mention that your brief is based on 32 years of observa- 
tion of social legislation and you have your underlying philosophy. I have a 
‘speech in front of me—and I will not try to trick you as Senator Croll tried— 
to the Dauphin Council of Women, of February 25, 1957, relative to the subject 
of national hospital insurance. On page 1 it says: 
| I speak only as a Canadian who knows quite a lot about the 
| subject— 


' 


That is, hospital insurance— 


and I have only one axe to grind, and, that is to see that the facts 
get some circulation before Canada makes what I believe to be a gigantic 
blunder, under political heat. 


You refer to the proposed national hospitalization scheme as a gigantic 
blunder, for many of the reasons you are raising against the Canada Pension . 
Plan, namely, that it will cover only part of the cost and cover only part of 
the population, etc. Are you still, with regard to hospital insurance, sticking 
with that statement? a 


| Mr. Kincour: Obviously that speech was a bit too long for you to quote 
other than one extract. I felt there were many better measures than the one 
being put in at the time by the federal Government enacting the bill and 
requiring all provinces to come in willy nilly. That was the character of that 
legislation, if you recall. The other thing I put in was that “immediately after 
this will come state medicine’. 


Mr. KNOWLES: As a matter of correction, was it a requirement, was it not 
optional? 

Mr. KitGcour: Yes. The federal Government, out of taxes taken from the 
whole of Canada, was paying half to the provinces that had a plan, if a province 
did not have a plan it got zero. You could fairly say it was the greatest 
pressure play that ever existed on the Canadian political scene. We saw Quebec 
as the last that would come in. I unqualifiedly say today there could have 
been infinitely less costly measures put in, more efficient measures than the carte 
blanche measures we have today. It may be popular, but it is producing incred- 
ible pressures on every provincial budget. We have people overstaying their 
hospitals. Some day, many provinces will be seriously re-appraising their 
whole hospital scheme, to find a better answer than that universal one adopted 
at that time. I do not apologize for what I said then, and it was not from any 
lack of social assistance. 


Mr. BasrorD: Without being facetious, I have a great deal of respect for 
your ability, but I feel that if your objection to the Canada Pension Plan is 
based on the same sort of philosophy that objected and still objects to our 
hospitalization fund, I have very little hesitation at all in opposing your sub- 
Mission. 


es cent of the Nate there: Who have to Be Healt Faith ) uld | 
te : been a far better way of handling the 22 per cent, I again recottally ‘sug 
than by paying the whole bill. Manitoba is having an acute number one prob len 
“today on that score alone. One has to read the whole picture. a 
- a" _ Mr. Basrorp: I have read your speech three times. 

sh Mr. Kitcour: Thank you very much. 

Mr. KNOWLES: I wonder where you would stand on Hen eaee 


ps Hon. Mr. McCutcHEon: You will not have to worry about that, after y yor 
_ pay for this plan. e 
Bi Mr. BasrorpD: That is good for the record. 1 
ss The CHatrMAN (Mr. Cameron): On behalf of the committee, I thank you 
- for your attendance tonight, for the splendid and clear brief you presented t tc 
_ the committee and for your willingness in answering questions and generall} 
i for your cheerful and optimistic personality. We have enjoyed very muck 
_ hearing you and I can assure you that what is contained in your brief and w 1a 
_ you said will receive the serious consideration of this committee. 


Mr. Kincour: Thank you very much. 


ist 
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APPENDIX Al19g 


SUBMISSION 
OF 
THE EXECUTIVE COUNCIL OF 


THE CANADIAN CHAMBER OF COMMERCE 
(December, 1964.) 


INTRODUCTION 


The Executive Council welcomes the opportunity accorded by the establish- 
ment of your Committee to submit its views on Old Age Security and the 
Canada Pension Plan. 

The Canada Pension Plan, because of its far reaching implications, is per- 
haps the most significant piece of legislation presented to the Canadian Parlia- 
ment in a number of years. It cannot be looked upon merely as a social 
security measure. The very fact that it has gone through so many versions 
not only attests to the constitutional problems, but serves to emphasize the 
economic implications involved. Economic decisions for years to come will be 
influenced by the type of pension legislation that will be finally enacted by 
Parliament. It could create a new relationship between the volume of savings 
and consumption and have a marked effect on the investment pattern of Cana-: 
dian capital which in turn could be a major determinant in the rate of long 
term economic growth. “ 

We note from the statements of the Prime Minister that the Committee 
has full power to hear the advice of interested organizations and to make 
recommendations of principle as well as detail concerning a pension plan includ- 
ing the recommendation, if it so wishes, that the plan as proposed should be 
fundamentally revised. We also have received a similar impression from reading 
the Minutes of Proceedings and Evidence No. 1 of this Committee when the 
‘Minister of National Health and Welfare was discussing the same issue before 
this Committee. 


Development of Chamber’s Position on Social Security 


. The Chamber’s Policy Statement states that sustainable social betterment 
. depends on healthy competitive enterprise. The statement also provides that 
one of the roles for Government is to foster an equitable and a favourable 
climate for the private sector enabling it to utilize its resources, both human 
and material with the utmost efficiency; the greater the efficiency in such 
utilization the better able is this sector of the economy to contribute to the 
improvement of the nation’s social environment. A thriving and growing econ- 
omy provides the underlying guarantee for all social security advances. 
The Chamber has consistently and traditionally supported a sound social 
security program. The first sentence of the Chamber’s approved policy on Old 
Age Security states: “Security for Canadians after they have passed their 
working years is of vital concern to individuals and to our economy as a whole. 
All Canadians should be able to retire with adequate provisions for their post- 
Bporking years.’ The’social responsibility of business goes hand in hand with 
e responsibility to develop and make use of improved technology in the 
‘ontinuing effort to improve the living standards of all citizens. 
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In 1950 the Chamber appeared before the Joint Committee of the Senate 
and the House of Commons on Old Age Security and proposed a basic universal 
pension at age 70 without a means test, to be financed on a contributory pay- 
as-you-go basis out of current revenue or income, rather than through some 
type of funded reserve. The structure of the present Old Age Security legisla- 
tion basically conformed with the terms of the Chamber’s recommendations, 


(See Appendices No. I, II, and III for summary of Chamber Submisison to J oint. 
Committee in 1950 and selected policies on Old Age Security.) 


In the present submission, we shall offer constructive suggestions on Bill 4 
C-136 for the further development of social security measures. We feel that 
our greatest contribution lies in presenting to this Committee those facts which 
have been gained from extensive financial, commercial and industrial experience. 
We do this in the hope that the plan your Committee is studying will be 
developed to meet the true human needs of retirement years, simultaneously ~ 
maintaining the continued growth of the productive elements of our economy, © 
and with the least disruption to the private sector of our economy. 


Much of the following analysis is aimed at a discussion of the weaknesses 
of the proposed pension plan. We recognize that the plan contains good features, — 
such as (a) the provisions for portability, (b) the provision of benefits to 
widows, orphans and disabled citizens, (c) the provision of retirement benefits — 
for those under 70, (d) the proposal of the contributory principle, and (e) pen 
sions that will be uniform regardless of geographical considerations. ; 


Elements of the Proposed Plan which Merit further Analysis 
and Reconsideration 


We do raise a number of questions on the current pension oropoet 
designed to take care of the retirement needs of all Canadians under the 
following headings: 


(1) The Canada Pension Plan should be considered in the light of 
Canada’s total needs and its effect on other priorities should be 
recognized. 


| 
2 
(2) The Canada Pension Plan does not provide for those Canadians who 
Y 


are now aged, orphans, widows and disabled. 


(3) The Canada Pension Plan directs the greatest benefits to those who 
need them the least and lacks universality. 


og 


4) 
(4) The indexing of pensions can have far reaching inflationary con- 4 
sequences. y 


(5) The consequences of the development of a large pension fund pro-— 
vided by the Canada Pension Plan on the availability of Canadian 
capital for the producing sector of the economy should be recognized. — 


(6) Features incorporated in the proposed plan complicate integration - 
of existing private plans with the Canada Pension Plan. 


(1) The Canada Pension Plan should be considered in the light of Canada’s — 
total needs and its effect on other priorities should be recognized. 


The Canada Pension Plan ought not to be considered in isolation. In addi- 
tion to the current proposals for pension payments, there are the recommenda- 
tions made in the Report of the Royal Commission on Health Services. The i 
total bill for the Federal Government for health care by 1971 is estimated by 
that Commission at approximately $23 billion. The brief presented by the 
Canadian School Trustees Association to the Royal Commission on Taxation 
shows on page 24 that expenditure requirements for formal education in 


f 
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Canada, in terms of constant 1957 dollars, will rise from $1.7 billion in 1961 to 
$3.3 billion in 1971 and to $5.5 billion in 1981. As a percentage of GNP, this 
is a rise from 4.8% in 1961 to 6.5% in 1971 and 7.2% in 1981. 

Social welfare expenditures have been rising both in terms of previous 
Canadian experience and in terms of comparison with other countries as 
evidenced by the following table drawn from information derived from the 
Department of National Health and Welfare. 


Government Expenditures on Health and Social Welfare as a 
Percentage of National Income 


United United New 
States Australia Canada Kingdom Zealand 

BO Or nates cree. hee! 55 13 8.0 11.9 1/65 9 
TGS ASE Gt. Ao ep an 7.6 9.2 ya ae 122 1323 
OO ee mee lace cress 7.6 9.0 ih es: 12.4 14.5 
TROD OR SSS Saale eine 8.4 9.5 1 ier 12.4 14.5 
OH Oa rime oR eg pity 8.5 10.3 AT 12.6 14.6 
erG BAO pe oc) Pale eres co . . Ure 8.6 10.1 | hs) 13.0 14.0 


| (“)Figures for 1962-63 are preliminary. 


It is a matter of concern that according to projections made by the Royal 
Commission on Health Services, all expenditures by governments in constant 
(1957) dollars will rise from approximately $11 billion in 1961 to $20.2 billion 
in 1971 and to approximately $55 billion in 1991, where at that level they will 
amount to 41.5% of the Gross National Product. 


In an editorial in the Canadian Tax Journal published by the Canadian Tax 
Foundation for July-August, 1964, the need for priorities is set out. The edi- 
torial states, “The most important result to date of the Report of the Royal 
Commission on Health Services...has been to rivet attention on the long 
standing need for Canadians to set an order of priorities for their goals of 
human betterment and improved standards of living.” The editorial concludes 
with the words, “It is not unlikely that a poll of knowledgeable Canadian 
opinion at this time would list education, health, and pensions in that order 
of priority—the opposite to the order which appears will develop if present 
trends continue.” 


The same point has been registered by the Premier of Manitoba in an 
exchange of correspondence with the Prime Minister last summer when he 
said, “Canadians generally want better pensions. We believe that Canadians 
also want better health services. Above all, we are certain that they want 
better education for the young. How can we best phase these competing de- 
mands into the taxpaying capacity of our people? We simply cannot afford to 
deal with each project separately. It is imperative that we relate at least these 
three priorities to one another and to the national tax base before irrevocable 
action is taken.” 

The matter of priorities among Government expenditures was the subject 
of a public statement by the Canadian Chamber following its Annual Meeting 
in September of this year, urging the federal and provincial governments to 
co-operate in establishing priorities with respect to government expenditures 
in the fields of education, old age security, health and other programs affecting 
the public sector of the economy. 

The Chamber firmly believes that progress must be made in all these areas, 
but that we cannot fully accomplish all these objectives simultaneously, and 
therefore should set priorities in expenditures based on four principles: 


(1) Most urgent needs must be met first. 


shee 7.) cs i 
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pei 


Baas, q (2) The Eecuomt and iitisnive: of individual Canadians. must not 0e 
E 7 | destroyed. 


(3) The planning of expenditures must be pene ona long-term bet S. 


oA 
7 : | (4) Ability to pay must be determined so as not to impede the gro th 
; of the economy and its capacity to create employment. 3 


; (2) The Canada Pension Plan does not provide for those Canadians who are 
aaa now aged, orphans, widows and disabled. 


The Canada Pension Plan is said to be designed to extend social insurance 
to people in retirement, to widows, orphans and the disabled. 

Upon examination, however, a number of exclusions in coverage become 
apparent. The Canada Pension Plan will provide no benefits to any person 
aged 69 and over as of today. Persons who today are aged 64 and are required 
by the terms of their employment to retire at age 65, will receive no benefit; 
persons today in the age bracket 54-63 will receive only partial benefit, 
required to retire at age 65. Persons who are widowed prior to January lst, 
1969, will not benefit. Today’s orphans will receive no benefit. Persons who- 
are presently disabled will obtain no additional benefits under the Plan. 

In fact, benefits are selectively granted only to contributors or their de- 
- -pendents. The Plan excludes all persons who lack access to current labour in- 
come either directly or as dependents, and will continue to exclude these per- 
vad sons as long as the lack of access to earnings continues. 
we The fact that the Canada Pension Plan does nothing for these categories 
of Canadians will inevitably create pressures for benefits to them, particularly 
as a large fund will be developed through the Pension Plan. This should be 
recognized now and dealt with accordingly. 
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a (3) The Canada Pension Plan directs the greatest benefits to those who need 
ie them the least and lacks universality. 


“Sige The current Canada Pension Plan proposal has been characterized as 
“upside-down welfare” because it would provide the least help or no help at 
all for those who require Government help the most. The following table 
demonstrates that the bigger unpaid-for benefits or windfalls in the propose 
Canada Pension Plan would go to the higher-paid workers. 


a Example 1 Example 2 Example 3 Example 4 


-_. Worker’s monthly wage or salary.............. S i Sid e482 $ 200 $ 200 
WaT. at outset at outset 
rising with rising 2% 
contributory a year t 
ceiling compounded — 
under plan 
If worker is 55 at the outset of the program and 
retires at 65 


Worker and employer pay................... 1,940 2,085 794 887 
This pays for a monthlv benefit of.......... 11.5 12.4 4.7 5.3 


. Proposed Canada Pension Plan benefit...... 113 121 54 59 
Monthly benefit not paid for................ 101 109 49 54 


rs 
gw ieee ol ea 


Windfall at retirement, i.e., value of unpaid- 
POS OSES CT Se a Tee Aa ane ieee aa 16, 989 18, 335 8,242 9,083 


Line 1 assumes a contribution rate by employee and employer of 3.6% compounded at 4% interest 
or 10 years. 


The benefits are based on current Government Annuity rates adjusted to provide for widows’ benefits: 
and post-retirement price increases. 
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The Canada Pension Plan lacks universality. Migratory and casual workers 
are excluded. Workers in agriculture, horticulture, fishing, forestry, logging and 
- lumbering who do not spend at least twenty-five working days a year with 
_ the same employer, and who do not earn at least $250 a year from the same 
employer, will not be covered under the Plan. 


Casual workers, such as grass cutters, snow shovellers, part-time clean- 
ing help will not be covered. There will be no benefits for persons earning 
less than $600 a year. 


(4) The indexing of pensions can have far reaching inflationary consequences. 


The Canada Pension Plan proposes to use an index to determine pension 
benefits. This proposal has significant implications including the almost inevi- 
table eventual demand for indexing other Government commitments, e.g. 
Canada Savings Bonds. In Sweden, where indexing of graduated pensions was 
introduced in 1960 a Government study group recently recommended that the 
Government (to be consistent) give consideration to the indexing of Govern- 
ment bonds and other obligations. 


Indexing would, in effect, insulate privileged sections of the community 
from continuing inflation. In the United Kingdom, the Joint Committee of the 
Institute of Actuaries and the Faculty of Actuaries set out the problem in 
January 1958, when they stated, “‘Inflation—which it is the business of govern- 
ment to prevent or minimize—causes hardships to many and to attempt to 
exempt any one section of the community its consequences is to overlook the 
just claims of others. An automatic adjustment in relation to a rising price level, 
if accorded by the state to one group, would doubtless then be claimed by other 
groups; but even if it could be limited to a proportion only of the population, it 


-must...itself have an inflationary effect. It would tend to perpetuate or even 


aggravate the malady it sought to alleviate.” 


(5) The consequences of the development of a large pension fund provided by 
the Canada Pension Plan on the availability of Canadian capital for the 
producing sector of the economy should be recognized. 


The main concerns about the building up of a state fund are as follows: 


(1) Compulsory savings will be collected placing in the hands of gov- 
ernments investment capital secured without resorting to the 
normal money markets, thus circumventing the guiding and con- 
trolling influence exercised by market forces of supply and demand, 
price and available capital, which is an important element in 
making the competitive enterprise system effective. 


(2) There will be a diminution of sources of private capital with the 
resulting shifting of functions from the private to the Govern- 
ment sector of the economy. 


(3) Investment decisions in the hands of state agencies undoubtedly 
must be influenced by political considerations as distinct from eco- 
nomic considerations. 


$ (4) Funding on the scale proposed under a nation-wide plan will be 
a compulsory, non-discretionary form of saving enforced by the 
| state, the impact of which will fall more heavily on those in the 
I lower income groups. 


‘ (5) The accumulation of a state fund coupled with no actuarial relation- 
ship between amounts collected and benefits distributed, provides 
a source of undesignated money which cannot fail to encourage 
demands from many quarters for its disbursement. 
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(6) The additional costs arising from the current pension proposals will 
add their contribution to making our competitive position at home — 
and abroad more difficult. The additional amounts collected will 
certainly affect those firms with a high labour content and can be 
expected to be reflected in the prices of goods and services. 


We quote from Professor William Hood, Professor of Economics at the 
University of Toronto and recently appointed advisor to the Bank of Canada, 
in addressing the Canadian Political Science Association and the Canadian ~ 
Association of Law Teachers this summer. “The withdrawal of funds from 
the private sector to the government sector will impair the growth of large © 
aggregations of capital in the private sector... I am concerned that the reduc- — 
tion in the growth of saving in the private sector, by adversely affecting the ~ 
accumulation of large blocks of capital, may impair the ability of the private ~ 
sector to undertake large scale capital projects essential to productivity ; 
growth.” 


(6) Features incorporated in the proposed plan complicate integration of — 
existing private plans with the Canada Pension Plan. 


In a 1963 survey by the Federal Devartment of Labour, in establishments — 
in Canada employing fifteen or more employees, 77% of the employees were 
in firms with private pension plans. The private plans are geographically some- 
what uneven in their distribution but according to the Ontario Pension Com- — 
mission, 63% of the paid workers in the Ontario labour force are working for ~ 
employers who have pension plans in effect. f 

With respect to the problems of integration, there is the major problem 
that the indexing of pension benefits in the Canada Pension Plan renders well — 
nigh impossible the integration of private fixed-benefit plans with an un- 
known scale of future Government benefits. 

Every time the benefit scale of the Canada Pension Plan is liberalized, — 
many private plans will have to be adjusted. The short transitional period of — 
ten years together with the $600 earnings exemption in the Canada Pension — 
Plan adds to the difficulty of integration. 

In effect, for a majority of employees and employers the Government is 
proposing to take over the area of pension coverage under the first $5000 of 
annual income. It is clear that the Canada Pension Plan should provide for | 
relief from duplicate coverage on the part of both employee and employer — 
in this area of pension coverage in which the Government has decided to — 
supersede private action. 


RECOMMENDATIONS 


We believe that within your terms of reference your Committee must 
decide whether the further development of our country’s social security sys- — 
tem should conform to the principles contained in Bill C-136 or whether 
further development should follow the principles of universal coverage through 
suitable modification and reformation of the Old Age Security Act in the 
light of present day needs and resources. With either course, we urge that 
the Committee give thorough consideration to the examination of the priorities 
of needs in this country. 

If it is the decision of the Committee to accept the principles of Bill C-136 — 
departing from the concept of universal coverage we make the following 
recommendations: 


(1) That the maturity period be lengthened to facilitate the problems — 
of integration with private pension plans; 


4a 
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(2) That the principle of indexing of pensions be not adopted; 

(3) That the contributions to be funded in the hands of state agencies 
should be kept separate, that they be annually reported on and that 
the monies collected from employees and employers be considered as 
being held in trust in the same manner as monies held under private 
pension plan; 

(4) That the Canada Pension Plan Advisory Committee include econo- 
mists, actuaries and personnel drawn form the financial community. 


If it is the decision of the Committee to examine alternatives to meet the 
social objectives of Bill C-136 and to include those groups which are not 
covered in Bill C-136 and to which we have referred in our brief, we suggest 
that these objectives could be achieved through suitable modification and re- 
form of the Old Age Security Act. This approach to achieve current social 
security needs of our country which cannot be met through private initiative. 
was adopted by The Canadian Chamber of Commerce at its Annual Meeting 
in September of this year. It was recommended that the Federal Government 
should adjust the present Old Age Security Plan considering particularly the 
following groups: persons who retire before age 70; widows of pensioners; 
persons of very advanced age; couples with a large age spread between man 
and wife; and other survivors and disabled persons. 

That all Canadians should be able to retire with adequate provision for 
their post-working years is an objective on which all will agree. We hope the 
questions we have raised concerning the present provisions in Bill C-136 
will assist your Committee in achieving changes to effect this objective. 


Annex I 
BUSINESS ORGANIZATIONS : 


The Canadian Chamber of Commerce 


The recommendations of the Canadian Chamber of Commerce were pre- 
pared by the Executive Council which was unable to submit them for the 
approval of its members, because there was to be no annual meeting of the 
Chamber prior to termination of the Committee’s hearings. 

The Council recognized a growing public demand for increased measures 
of old age security and suggested that, if the Canadian people are willing 
to meet the cost, a universal basic pension of $30 a month be paid without 
means test to all Canadians aged 70 and over. The pension proposed by the 
Council should be administered by the federal government and financed from 
current revenue. No specific proposal was made as to how the amount re- 
quired to finance the program should be raised, but is was suggested, in 
testimony, that both direct and indirect taxation should be employed. 

While concerned about the present high taxation level, the Council stated 
that if there is a general desire for universal pensions, ways end means for 
its implementation should be explored. However, because of the present 
budgetary position, increasing defence costs, the effect of foreign trade on 
domestic prosperity, and uncertainty as to the extent to which the Canadian 
people are able and willing to meet the costs of old age security, the Council 
suggested that any plan adopted at this time should be of an exploratory 
nature, especially in view of the tendency of expenditures of his kind to 
increase over the years, and to become a fixed and rigid recurring cost. 

Noting that security may be attained through individual savings, in- 
surance or employee pension plans, and voluntary welfare and assistance 
services, as well as through state financed plans, the Council expressed the 
view that whatever program is adopted should be so designed as not to dis- 
courage thrift, personal incentive or the individual sense of responsibility 


Universal Basic Pension 


not be raised, taking into consideration the present budgetary position, rising 


A ge Requirement 


expectancy, one witness particularly emphasized the older persons should 


respect to old age. However, one witness suggested that incapacitated persons 
below 70, or even 65 years, might receive assistance on a means test basis, if 


secure the maximum benefit. A precedent for the payment of benefits without 
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to Eanes against those risks ton can he met Raita 7s The cote 
sidered that any integration of the various industrial retirement schemes vith 
the proposed universal pension program should be left to the choice of 
industry. . a 


Amount of Pension. In proposing a $30 monthly pension the Council had. 
in mind the spending of between one and two per cent of the national 
income. While it was admitted in testimony that a $30 pension was low, the 
Council expressed the belief that revenue to finance a higher pension could) 


defence costs, uncertain foreign trade conditions, and existing high levels of 
taxation. However, it emphasized that the amount proposed is tentative and 
exploratory, and could be reviewed after a period of administrative experience. 
No future decrease in the proposed $30 pension was contemplated by the 
Council. 4 
The basic pension recommended by the Council was envisaged as a basic’ 
minimum, the payment of which by the federal government would not exclude, 
the possibility of supplementation by provincial governments. . 


The Council, in recommending a basic universal pension at age 70, hadi 
in mind that the cost of universal pensions below that age would moun 
alarmingly. In considering the ageing of the population and increased life 


remain in productive employment, even up to age 70 and beyond, and stressed 
the important responsibility of business and industry in this regard. 4 

No recommendations were made concerning persons below 70 years of age, 
except that they should be given every encouragement to continue in productive — 
activity. The problem of destitute and incapacitated persons in the age group ~ 
65 to 69 was recognized but, as was pointed out in testimony, the question of 
incapacitation was considered beyond the scope of recommendations wit a 


funds were available. 


Means Test a 


The Council recommended the abolition of the means test in order to 
encourage elderly persons to continue contributing to the productive capacity 
of the country. It considered the test to be discriminatory, to penalize the 
thrifty and to tempt persons to make false declarations of income in order to 


test, it was pointed out, had been established under the Family Allowances Act. 


Financing the Program 


The program proposed by the Council would be financed out of current 
revenue, specifically raised and earmarked for the payment of pensions. The 
council argued that payment of the proposed pension should be viewed as a 
redistribution of the national income, and should be financed on a contributory 
pay-as-you-go basis out of current revenue or income, rather than through 
some type of funded reserve. The organization pointed out that any plan operate d 
by the government under a funded arrangement, particularly where an in- 
dividual’s contributions are credited to his account, would be open to the danger 
of high administrative costs, and that a large fund might be uneconomically 
accumulated. No recommendation was made as to the specific tax measure by 
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Vv which ae necessary revenues sould ba obtained but, since the Council expressed | 

e belief that all Canadians should contribute out of current income, it was 

suggested, in testimony, that both direct and indirect taxes might have to be 
levied. 


Administration 


The Council proposed that the program be administered by the federal 
government. 


Annex II 


EXTRACTS FROM 1961-62 POLICY STATEMENT 


The Canadian Chamber of Commerce 


Old Age Security 


There is a need in our modern society to enable people during their working 
years to accumulate the resources to produce income after their retirement, so 
as to live with a minimum of dependence upon Government welfare or private 
charity. 

The income from post-retirement years may come from the following 
sources: 


1. Federal Old Age Security Benefits 


2. Income Arising from Individual Planning and Thrift: 
(a) Private Pension Plans 
(6) Personal Savings 
(c) Profit Sharing Plans 


3. Welfare Assistance at the Local Level—Municipal and Provincial. 


Portability of pensions is concerned with 2 (a) above and should be con- 
sidered in relation to the benefits and costs arising from the other ways of pro- 
viding income for retirement years. 

Any Government regulations governing such plans should provide a 
maximum of flexibility to meet the varying types of employer-employee rela- 
tionships in different kinds of business and industry. 

Great caution should be exercised in any regulations respecting pensions, 

especially respecting vesting. To achieve effective portability, employees would 
have to be induced to not withdraw their contributions in cash when changing 
employment and employers would have to be induced to provide for earlier 
vesting of employer’s contributions under both contributory and non-con- 
tributory plans. Since earlier vesting costs more than later vesting or no 
vesting, this becomes a matter of increased labour costs and a matter of price 
competition in both domestic and international markets. It is obviously in- ~ 
equitable to require employers already providing pension plans to meet 
standards that will increase their cost of operations while their competitors 
are operating without any pension plan. 
" We believe that employers and employees could be encouraged by tax 
Incentives to assist in bringing about the objectives of more nearly adequate 
Pensions for Canadians. Consideration of this might well form part of an overall 
study of the tax structures of the Federal and Provincial Governments. Since 
so many Canadians move to other provinces or are employed by organizations 
which operate in more than one province, the co-ordination of objectives and 
principles between the Provincial and Federal Governments is essential. 
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Canada has now the basic pattern for an adequate system of retirement 
incomes for Canadians. If further action is required, rather than embarking on 
a new program of costly government-operated pension plans, we should develop | 
and improve the existing systems. 


Annex IIT 
EXTRACTS FROM 1964-65 POLICY STATEMENT . 


The Canadian Chamber of Commerce 


Old Age Security 


‘Security for Canadians after they have passed their working years is of 
vital concern to individuals and to our economy as a whole. All Canadians should 
be able to retire with adequate provisions for their post-working years. 


Many Canadians today are seizing opportunities and using means for the 
accumulation of resources for post-retirement income. These resources are being 
accumulated through individual initiative and thrift using any one of, or com- 
bination of, plans available such as private pension plans, personal savings, and 
profit-sharing plans. Supplemental post-retirement income now comes from 
Federal Old Age Security and in cases of need from Old Age Assistance, Unem- 
ployment Assistance and from Welfare Assistance both municipal and provincial, 
at the local level. | 


We favour the kind of pensions legislation which will extend the benefits 
of private pensions to more Canadians utilizing the whole range of existing 
savings media, extend vesting provisions and assure adequate supervision of 
these plans. Such measures would aid the economy by creating new private 
capital with resultant industrial expansion, developing new employment oppor- 
tunities and facilitating the mobility of labour. Further, such legislation would 
maintain equity between all contributors and would avoid subsidy between 
various groups of the population. Bt 


The Chamber believes that Government-operated public plans should be. & 
restricted to flat-rate benefits such as provided for on a fully universal basis 
under the Federal Old Age Security legislation. There is concern about the 
proposed contributory income-related Government pension to be superimposed — 
upon the present Old Age Security flat-rate pension. First, it proposes a form of © 
compulsory savings which places in the hands of governments investment capital — 
secured without resorting to the normal money markets. Secondly, governments 
having a captive source of finance may tend to spend more freely than they — 
otherwise would. Thirdly, there will be a diminution of sources of private capital 
with the resultant shifting of functions from the private to the Government 
sector of the economy. Fourthly, there will be the additional cost or taxes added fy 
to the current burden of taxes to provide benefits. All of these results, in the 
view of the Chamber, will contribute to a slow-down in economic growth and — 
to a deterioration of our competitive position with a resultant serious impact on — 
employment and the overall standard of living. 


Recommendations: 


1. The Federal Government should co-operate with the provinces in 
standardizing pensions legislation throughout Canada, and before 
any legislation is enacted there should be established a public com-— 
mittee of inquiry to hear the views of all interested groups and to 
make recommendations. . 


2. Provincial Chambers of Commerce should urge their legislatures to t 
co-operate with other provinces in enacting uniform pensions legis- 
lation concerning private pensions plans. 
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(a) The Federal Government should confine itself to the provision of 
flat-rate pensions. . 

(b) The Federal Government, in studying possible adjustments to 
the present Old Age Security plan, should consider in particular 
the following groups: 

(i) Persons who retire before age 70 
(ii) Widows of pensioners 
(iii) Persons of very advanced age 
(iv) Couples with a large age spread between man and wife 
(v) Other survivors and disabled persons 


. The Chamber urges that Government-operated public pension plans 


should be on a pay-as-you-go basis, and the Chamber is opposed to 
the principle of accumulating a fund under a Government plan be- 
yond the amounts necessary for financing current operations on a 
year-to-year basis. 


. All Canadians should be encouraged to make their own provision for 


financial security in their old age, over and above basic Government 
pension benefits. | 


The Canadian Chamber of Commerce is the national voluntary federation 
of more than 850 antonomous Boards of Trade and Chambers of Commerce (the 
terms are synonymous) throughout Canada. In addition to these organization 
members, the Chamber includes approximately 2,700 corporation members com- 
posed of businesses of all sizes and in all geographical locations as well as 25 

association members. 75 per cent of the community Boards of Trade and Cham- 
bers of Commerce serve communities of less than 5,000 population. The prepon- 
derance of our corporation members can be correctly described as small business. 

This brief is being submitted by the Executive Council which is appointed 

by the National Board of Directors, the governing body of the Chamber, to carry 

on the ordinary business of the Chamber during the interim between meetings 
of the Board. 
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MEMORANDUM RE BILL C-136 


by The Life Underwriters Association of Canada 
41 Lesmill Road, Don Mills, Ontario 
(January 6, 1965) 


INTRODUCTION 


1. The Life Underwriters Association of Canada, founded in 1906 and 
incorporated by Act of the federal parliament in 1924, is the professional 
association of life insurance agents. The association has approximately 12,000 
members and represents about 70% of all the full time life insurance agents 
in Canada. 


2. The association seeks to accomplish its major objective of higher 
standards of life insurance service to the Canadian people by administering 
a five year program of training and education leading to the designation 
Chartered Life Underwriter (C.L.U.). Approximately 22% of the association’s 
members now hold this designation and another 53% are at various stages of 
the educational program. The members of the association are responsible for 
the major portion of the sales and service of life insurance and annuities to 
the Canadian people. 


3. Our association welcomes the opportunity to present its views to the 
Joint Parliamentary Committee on Canada Pension Plan particularly as our 
association has consistently urged that the proposed Canada Pension Plan be 
given detailed study by a Joint Parliamentary Committee or other similar 
body which would have the benefit of hearing from persons and organizations 


representing the various segments of our population. 


4. The members of our association deal directly with the 10 million policy- 
holders of life insurance companies in Canada. In the course of their daily 
work our members discuss with these people the highly individual matter 
of their financial plans and objectives. Thus our association is in a unique 


position to assess the proposed Canada Pension Plan and its implications from 


the point of view of individual members of the public. 


5. It has been wrongly suggested that the members of the Life Underwriters 
Association have allowed selfish interest to dictate their views in the matter 
of a government operated pension plan. Therefore we wish to state clearly 
the position of the association and its members in this regard: 


(a) The association has consistently supported the existing Canadian 
system of government operated Old Age Security and will continue 
to do so including support for any desirable extensions and improve 
ments in the system. 


(b) If the proposed Canada Pension Plan is adopted, the association 
believes that premiums currently going to pension plans would be 
reduced and also that some portion of future new pension monies 
that would otherwise have been channelled to the private pension 
industry would be diverted to federal or provincial governments 
In view of the fact that only 20% of private pension plans art 
insured, the impact of the proposed Canada Pension Plan on oul 
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membership would be substantially less than would be the case 
with other segments of the private pensions industry. However, 
many of our members believe that as a result of the Canada Pension 
Plan most Canadians would become more conscious of the value 
of pensions and financial security and therefore the climate for 
future sales of life insurance and annuities would likely be im- 
proved. The probability is that the gains would at least equal and 
likely would exceed any possible losses as far as the sale of life 
insurance and annuities are concerned. 


6. Having dealt with the possible effects of the Canada Pension Plan 
m our members and we hope having demonstrated that our association’s 
viewpoint is not warped by selfish interest, we turn now to the paramount 
question of the public interest and how the proposed Canada Pension Plan 
will affect Canadians. 
; SUMMARY OF BASIC VIEWS 

7. The association is in accord with the basic objective of the proposed 


‘Canada Pension Plan as stated in the White Paper of August 1964 in the two 
opening paragraphs which read as follows: 
, 


Pe “The Canada Pension Plan is designed to extend social insurance 


protection to people in retirement, to widows, orphans and the disabled. 
It will be a basic part of Canada’s social security system. 

“In the resolution proposed in the House of Commons in July 1963, 
and the statement tabled at that time, the government made known its 


na et Me 


pension plan ensuring that, as soon as is possible in a fair and practical 
way, all Canadians will be able to look forward to retiring in security 
and in dignity. 


DEES PEF SET 


8. The members of our association report that they find the general public 
“understanding of this broadly stated objective of the Canada Pension Plan 
is that the Plan would provide benefits in a fair and practical manner for all 
Canadians in retirement as well as providing supplementary benefits for all 
who are disabled, widowed, and orphaned. 


> 9. The proposed Canada Pension Plan will not accomplish this fundamental 


objective and can never fully do so despite any amendments that could be 
enacted so long as it is subject to the limitations of a contributory earnings 
related pension plan. This is because it will take at least 25 years before the 
Canada Pension Plan would provide retirement benefits for its maximum 
potential of 85% to 90% of those in retirement. Those who would be left out 
of the plan would include the hard core of those in most severe economic need. 
menen this fact is fully understood by the Canadian public, serious repercussions 
are bound to occur. For example, one million Canadians now receiving Old Age 
“Security would never receive Canada Pension Plan benefits though newly retired 
“people would receive both. The resulting disappointment and disillusionment 
on the part of a large section of the electorate could hardly be ignored. 


10. The association therefore believes that the proposed Canada Pension 

Plan should be amended to enable it to achieve the fundamental objective as 

stated previously in the White Paper. This means that the Plan must be designed 

to benefit all Canadians in retirement, and to benefit all who are disabled, 

widowed, or orphaned. Furthermore, the retirements benefits must be designed 
21755—93 


objective for retirement pensions. This is to establish a contributory 
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so as to recognize needs during retirement rather than earnings during working 
years. This is the only way that the principle of fairness (stated in the White 
Paper) can be implemented fully. : 


i 
SUMMARY OF RECOMMENDATIONS ; 


11. The association submits that the Canada Pension Plan objective of 
providing a minimum level of retirement income for all Canadians and of 
providing supplementary benefits for widows, orphans, and disabled persons 
can best be achieved by amending Part IV of Bill C-136 to extend the applica- 
tion of Old Age Security and also to provide for extension of Family Allowance 
benefits. The earnings related aspect of Bill C-136 could then be deleted and 
the objective of the Canada Pension Plan would be more completely achieved 
by virtue of the following important improvements in what is curren 
proposed: 


(a) All the retired population over age 65 (both present and futurel 
would be covered with no discrimination and with no gaps in 
coverage. , 
(see paragraph 15, page 10) j 


(b) Supplementary benefits to the widows, orphans, and disabled persons 
would cover everyone in these categories of hardship (both present 
and future) instead of providing coverage on a selective and dis- 
criminatory basis. 

(see paragraph 16, page 11) ‘ 


(c) The system of flat benefits automatically provides the largest relative 
amount of assistance to those in greatest need and avoids the pro- 
posed inequity of providing the largest tax subsidies to the for- 
tunate people in our society that have above average earnings. 
(see paragraph 17, page 13) 


(d) The universal application of flat benefits will avoid excessive amounts 
of government pension for a fortunate few and will spread gov- 
ernment pension monies over a much broader segment of the 
population at the level of basic need. 
(see paragraph 18, page 14) 

(e) The system of flat benefits is far more easily understood by the 
people who are to benefit. Only the few persons who make a a 
study of the Bill could fully understand the current proposals. 
(see paragraph 19, page 15) 

(f) The system of flat benefits would be easier to integrate with existing 
pension plans. d 
(see paragraph 20, page 17) 


(g) The dangerous inflationary pressures inherent in the proposed 
system of indexing would be avoided. 


(see paragraph 21, page 18) 
(h) The system of flat benefits would be far less costly to administer. 
(see paragraph 22, page 18) 


ep - a od 


12. The association’s specific recommendations as to possible extension of 
existing Old Age Security are as follows: 


(a) $75 per month payable from age 65 to single persons and to marrie 1 
men with wives under age 60. 


eS  () 


(c) 


(d) 
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$125 per month payable as a family benefit during period that a 
married man is age 65 or over and his wife is between age 60 and 
70. 

Note: It might be desirable to make payments in (a) and (b) 
subject to an earnings test up to age 70 along similar lines to that 
proposed for Canada Pension Plan benefits. 


Provision for periodic adjustment of the whole scale of Old Age 
Security benefits (i) to keep benefits in proper relationship to the 
standard of living for the population as a whole, and (ii) to provide 
for possible increased need for retired people as they advance into 
older age brackets. 


Provision for widows above a specified age and for those who 
are forced to withdraw from the labour force due to total and 
permanent disability could be made by extending Old Age Security 
payments to cover both of these categories in such amounts as may 
be considered proper. 


13. The association’s recommendation for providing “orphan” benefits 
is as follows: 


Flat benefits for “orphans” could be paid to widows with children 


and to the disabled with children by increasing the Family Allowance 
benefits. The present Family Allowance benefits and Youth Allowances 
could be increased on the death or total disability of the father by $25 
per month, and the age limit could be extended to age 25 for each de- 
pendent child still attending school as has been proposed under the 
Canada Pension Plan. 


14. The association believes that the implementation of these recommenda- 
fions both as to timing and as to amount should be determined only after due 
evaluation of the relative urgency of additional pensions in relation to the whole 
‘spectrum of welfare and educational needs in Canada. (See Priority of Needs, 


page 20) 


REASONS FOR RECOMMENDATIONS 


15. The system of universal flat benefits (both existing benefits and sug- 
gested extensions) payable under a Canada Pension Plan which extends Old 
Age Security could meet the retirement needs of all Canadians without the 
discrimination and gaps inherent in the current proposals. 


(a) 


(b) 


(c) 


If the C.P.P. is extended as recommended, it would provide retire- 
ment benefits immediately for 100% of those who have reached a 
stated age. The current C.P.P. proposals on the other hand would 
provide retirement benefits only for a fortunate handful of people 
at the outset. In 10 years time coverage would still be limited to a 
minority of about one-third of the population over age 65. 


The flat benefit system is universal in its application and no one in 
the retirement category is overlooked. The proposed earnings related 
system on the other hand is limited to those in retirement who were 
fortunate enough to have been contributors to the plan. After a 
quarter of a century this might build up to a maximum of 85% to 
90% of the retired population thereby still leaving out those in 
greatest economic need. 


A C.P.P. which expands the system of O.A.S. would prove to be 
far more popular with the people of Canada than would the current 


4 


- proposed C.P.P. For example, in 10 years time one large group 


It is surely apparent that this will not be acceptable in our en- ‘ 


16. Supplementary benefits for widows, orphans, and the disabled can be 
provided equitably for everyone in these categories if the Canada Pension Plar \ 
is based on extension of the existing systems of universal flat benefits but the 
Plan cannot do so if it is limited by the earnings related proposal. | 


(a) 


(b) 


(c) 


(d) 


wiley: 


recommended would operate more equitably than the current proposals because 
it would provide most assistance to those whose need is greatest in retirement t 
and would also operate equitably in different regions of Canada. ; 


(a) 
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proposals Puchone everyone will be treated rare Siideing’ ine 
ties requiring political action would soon be revealed under 


senior citizens will be receiving only Old Age Security from 
government while another smaller group of senior citizens will be 
receiving more than $100 per month from the government in ad- 
dition to O.A.S. by virtue of having paid a token tax to the C.P. P. 
This will split friends and relatives into two groups, the io 
and the “have nots” so far as government pensions are concerned. 


lightened society. This pitfall should be avoided by amending - 
C.P.P. to extend O.A.S. in a manner which will permit equa 2 
treatment of all Canadians in retirement. a, 


ah 
‘so nl 


The earnings related proposal would leave out the widows and 
disabled persons living at the commencement of the plan and woul d 
also leave out the dependent children of such persons. 


Consider the case of a widow now working and trying to struggle eo 
along until she can qualify for existing O.A.S. She would have ° al 
stand by and watch widows of 1969 bereavements draw substantial 

incomes from the government for the rest of their lives whether 
they needed them or not. Moreover, to add insult to injury she would 
have to pay C.P.P. taxes on her own modest earnings to help sub- 
sidize the widows of 1969 and subsequent years. Surely it is possible 

to conclude now that this would not stand the test of public opinior n 
for very long. Such a widow would be covered immediately if the 
C.P.P. were amended to extend O.A.S. benefits as recommended. 


The element of earnings related contributions raises inequities if 
coverage. Future widows and disabled persons and their dependents is 
would receive benefits under the proposed C.P.P. only if they wer 
fortunate enough to be contributors or connected. with contribute ; 
to the plan. Those who would not qualify as contributors are likely} ‘ 
to include those widows and disabled persons in greatest economic 


stress. @ 
: 4 y Mi: 
These een ee of inequity in coverage would present a number 


of untenable situations requiring political action. These problems 
can be avoided by following the recommended procedure of ane 
ing the C.P.P. to extend flat benefits under O.A.S. and Family Al- _ 
lowances to cover everyone in these specified areas of hardship or | 


an equitable basis. y 


? 


Canada Pension Plan which extends the system of flat benefits as 


The system of flat benefits under O.A.S. has its own built in acide 
for providing most help to those whose need is greatest in retire- 
ment. The proposed C.P.P. would tend to operate in reverse to this 


because the benefits will vary in relation to the pensionable aa 


CANADA PENSION PLAN” 1311 


Thus the higher the earnings the higher will be the benefits under 
the proposed C.P.P. whereas retirement needs are normally greater 
for those whose earnings were low during their working years. 
Thus the C.P.P. as proposed would tend to accentuate differences in 

levels of retirement income whereas a C.P.P. which extends O.A.S. 
would tend to reduce these differences. 


(b) There is also the question of how best to provide retirement pen- 
yy sions equitably in view of the variation in living costs between 
‘ws urban and rural areas and between different regions of Canada. 
fe Proponents of the earnings related system argue in its favour on 
a the basis that retirement needs of people are related to their pre- 
vious level of earnings. For example, the actuarial report shows 
that a person earning $5000 could receive an annual pension of 
$1356. But if the same person earned only $2500 then the C.P.P. 
would provide him with a pension of $678. It is a fallacy to assume 
that the retirement need is only half as great in the second sit- 
uation. 


‘ (c) A better measure of relative needs in retirement is found in a 
4 comparison of the gap that exists between the average income of 
the working population and the average income of the retired popu- 

lation in different regions. An analysis of this gap made on a 

provincial basis from the 1961 census statistics shows that, with 
the exception of Prince Edward Island, the variation in this gap 
iy, is remarkably small from province to province. For example, the 
gap is $1540 per year in Ontario and $1350 in Newfoundland. Thus 
i it appears that the universal flat benefit approach is preferable to 
the proposed earnings related approach in dealing with the fluctua- 
tions in living standards in various regions. 


9 18. The scale of government pension benefits which would be provided 

: for some people from the proposed Canada Pension Plan together with Old 
Age Security seems excessive in relation to the White Paper objective of pro- 

fi viding “reasonable minimum levels of income” and also in relation to comparable 
“programs in other countries. 


(a) Even the $75 per month O.A.S. is considerably higher than the 
average government pension benefits now being paid in the United 
States and in the United Kingdom when benefits are compared in 
relation to per capita gross national product. Superimposing C.P.P. 

A benefits on top of O.A.S. would provide exceptionally generous 

benefits for some people thereby accentuating the inequity situa- 

tion. Based on non agricultural population it has been estimated 
that 14% of husband and wife families could eventually qualify for 


= ee 


v a government pension benefits varying from 100% to 175% of pre | 


retirement earnings. Another 11% could qualify for benefits ranging 
from 75% to 100% of pre retirement earnings. Another 22% could 
qualify for benefits of 56% to 75% of pre retirement earnings. 


(b) The statistics in (a) relate to the lower 47% in the earning scale 
; but the proposed C.P.P. would also make quite a startling impact 
ry on persons who already have generous pension plans. For example, 
ng aman earning $5000 a year retires on a pension of $3500 at age 65, 
as he does under some civil service plans. He and his wife can 
receive at least $2474 from C.P.P. and O.A.S. This means total pen- 
sion of about $6000 in relation to earnings of $5000. 
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19. The enormous complexity of the proposed Canada Pension Plan would 
mitigate against its stability. 


(a) 


(b) 


_ the C.P.P. benefit would be treated as supplementary and somewhat — 


20. A Canada Pension Plan which extends the system of flat benefits would 
make it practical to integrate government benefits with existing pension plans. — 


(a) 


(b) 


come apparent in a scattered and unrelated manner over a period 


~ 
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Bill C-136 has been described as one of the most complicated pieces 
of legislation ever to be introduced into parliament. This is hardly 
a virtue. It is regrettable that a measure which is intended to have 
widespread social and economic importance for millions of individ- 
uals is so difficult to interpret and explain. The likely result is 
that the many inequities, and delayed implications will tend to be- 


of years thereby leading to a patchwork of legislative amendment 
and administrative interpretation. Past experience in Canada sug- 
gests that after some years the result would be the appointment of 
a Royal Commission to investigate the whole problem and na 
recommendations. 


This problem of complexity is of vital concern to the life insurance 
agents in Canada who will be called upon to a greater extent than 
any other group to explain the C.P.P. and demonstrate its specific — 
application to individual members of the public. The educational 
department of the Life Underwriters Association has set up a com-_ 
mittee of experts to develop a practical procedure which life insur-_ 
ance agents in Canada could use in the course of their financial 
planning for individuals in order to integrate anticipated C.P.P. 
benefits with existing life insurance and other assets. This com-_ 
mittee, after wrestling with the problem for some weeks, finally 
concluded that the adjustment factors, the indexing, and the other — 
variables result in so much uncertainty that is is impractical to use 
C.P.P. benefits as the foundation for a family’s security program. 
Instead the technique must be to use the individual’s life insurance 
and O.A.S. as the foundation for his financial security program anda 


uncertain as to amount. On the other hand, the universal flat benefit — 
approach to providing government benefits enables them to be put 
in their proper place as a floor of protection and they can be easily 


explained and understood. " . 


The complexity of the proposed C.P.P. presents great difficulty in — 
trying to integrate it with existing employer-employee pension © 
plans. Actuaries had previously worked out some possible methods — 
of integration, but the recently added feature of indexing of pension 
benefits has rendered the integration problem almost insoluble. The 
president of the North American Life gives us the probable answer 
when he points out that in five European countries that have in- 
dexed initial pension benefits, the government has completely taken 
over the pensionable earnings area. On the other hand we have 
some rather strong proclamations by leaders of organized labour 
that they will not tolerate any reduction of existing pension plans if 
the C.P.P. is introduced. These factors indicate the great difficulty © 
of integrating existing pension plans with earnings related govern- 
ment benefits and also indicate stormy weather ahead for manager] 
ment labour relations. 


On the other hand integration of existing pension plans with flat 
benefits as in O.A.S. is quite simple and has in fact been done with 
a number of pension plans. 
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| 21. A Canada Pension Plan which extends the system of flat benefits with- 
out indexing of benefits would avoid the dangerous inflationary pressures 
inherent in the proposed indexing of earnings related benefits. 


Indexing of pensions based on fiuctuations in the consumer price index 
revives the problem of inflation. Again President Bryden of the North 
American Life points out that indexing of pensions is likely to lead to 
pressure for indexing of other government commitments. Once indexing 
begins it tends to give certain groups in the community a vested interest 
in continuing inflation which could ultimately destroy the incentive to 
invest money at interest. 


22. A Canada Pension Plan which extends the system of flat benefits 
would be far less costly to administer than an earnings related system. 


(a) A contributory earnings related plan involves substantially greater 
administrative cost than a flat benefit program because of the 
extensive individual records that would be required. The actuarial 
report estimates administrative expense for the C.P.P. at $17.6 mil- 
lion at the tenth year of operation. The Deputy Minister of National 
Revenue recently estimated that 1,260,000 refunds to employees 
would be required each year due to overpayment as a result of 
payroll deductions being based on a full year’s earnings although 
the employee doesn’t work for a full year. 


(6) The flat benefit programs can be extended at considerably less 
administrative cost. The actuarial report estimates that in the tenth 
year of operation, administrative expense would be 42% of benefits 
whereas the expense factor under Old Age Security is about 
3 of 1%. 3 


PRIORITY OF NEEDS 


23. While it may appear laudable that Canada should strive to lead the 
world in its level of government pensions, there is a strong feeling that govern- 
ment pensions at this unusually high level on a selective rather than universal 
basis which bypasses those in greatest need is not a matter of prime urgency 
in Canada at this time. There are important public leaders including the Prime 
Minister of Manitoba who believe that the urgent needs for tax money to be 
diverted into education and even health care rank ahead of a second layer of 
government pensions. 


24. The Hon. Maurice Sauve recently described 8 specific areas of poverty 
in Canada and another 10 areas where the situation is little better. One specific 
example is nine counties in the lower St. Lawrence area of Quebec where the 
gross income for 300,000 Canadians is $5 per week per person. It has also been 
noted that Canada lags behind some other countries of the western world in 
the technological and industrial development necessary to create the means 
of greater productivity to support the many desirable social welfare measures. 


25. It ought to be noted that in the United States where an earnings related 
social security program has been in operation for nearly 30 years, the President 
of the United States in his recent election campaign adopted as his prime item 
of domestic policy ‘war on poverty”. Moreover, since his election, the President 
has announced his hope to raise the federal government’s contribution to educa- 
tion from a high of $700 million under the Kennedy regime to $3,000 million 
(more than 4 times) in 1965. These events to the south of us may be an indi- 
cator of what lies in store for our own country. 
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ps Pies in the light of the Anos and other similar storm warnings our assoc ia 
ee tion believes there should be a full scale assessment of the whole area of wel- 
fare needs waiting to be filled, their cost and respective priority in relation t 


the cost of other growing and critical demands on our economy for education 
health care, and other public projects. This kind of overall evaluation seem: 
essential before an intelligent decision can be made as to whether Canadiatl 1s 
‘i should be committed now to a program of escalating cost to provide a further 
a level of government pensions which by most reasonable standards seems 
excessive. 


CONCLUSION 


yal 27. Our association supports the broadly stated objective of Ene Canada 
be Pension Plan, namely to provide minimum levels of benefits on a fair basis for 
all Canadians in retirement and for those who are disabled, widowed, or 
orphaned. Since the Canada Pension Plan in its present form cannot possibly 
achieve this objective, our association recommends that it be amended. D 


28. The starting point for amendment is Part IV of Bill C-136 which 
| already provides for some extension of Old Age Security. This Part of the Bill 
ve could be expanded to put into legislative form the recommendations for fur- 
Hy ther expansion of Old Age Security and also for extension of Family Allo = 
hy ances to provide the desired benefits for all widows, orphans, disabled, and 
retired persons on a basis that is universal in coverage and equitable in appli: i- 
i cation. Along with these amendments the first three Parts of the Bill could be 
substantially eliminated. 


29. In this way the Canada Pension Plan would be designed to overco 1e 


ie | the deficiencies in the earnings related approach and thereby achieve the fol- - 
ryt lowing highly desirable objectives: 4 


hy (a) Retirement benefits would be payable to all retired persons ove 
ea age 65. 
¥ (b) Supplementary benefits for widows, orphans, and disabled person ns 
would be paid to all in these categories of hardship. 


‘ee (c) Benefits would relate to needs rather than earnings. 


(d) Excessive benefits for some would be replaced by equitable benefits 
for all. 


i: . (e) Everyone could understand it. 4 
‘i (f) Government benefits could easily be integrated with private pension 
| plans. r 


i" (g) The dangers of inflation inherent in indexing of pension benefits 
“a would be avoided. 


(h) Administrative costs of operating the plan would be substantial 
reduced. 


Kt 30. Since these eight highly desirable objectives cannot be attained through 
the earnings related approach, our association hopes that the Joint Parlia- 
re mentary Committee will recommend changes in Bill C-136 which will ena 
: é the Canada Pension Plan to achieve these objectives. 
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te THE WINNIPEG CHAMBER OF COMMERCE 


OTTAWA, January 19, 1965 


i Approved by the Public Finance and Taxation Committee January 7, 1965 
and by the Council January 12, 1965. 


INTRODUCTION 


The Winnipeg Chamber of Commerce has a membership of about 2,400 
representing 1,400 separate enterprises, which makes it breadly representative 
of the business community of Greater Winnipeg. The Chamber has prepared 
this submission as the representative of this business community. 


Our members, collectively as the Chamber of Commerce and individually 
as employers, managers and self-employed individuals, support the idea of a 
sound social security program. Our members recognize their social responsibility 
directly to their employees and in a broad sense to the community as a whole. 
The Chamber has stated on numerous occasions that it does indeed support 
‘programs of public welfare where the need exists and to the extent the nation 
can afford them. Therefore, the Chamber is not opposed to a national pension 


‘scheme but is strongly opposed to some of the provisions of Bill C-136 as set 


out below. 


Funding is not the answer 


| There is no economic reason why a government with unlimited taxing 
‘powers should fund a pension plan, but there are many economic reasons why 
‘a government should not do this. Some of these are: — 


1. Most private pension plans invest their funds in corporate and gov- 

ernment securities and mortgages in agreed-upon ratios. If Bill 
C-136 is enacted a portion of the funds now invested in private 
A plans will be diverted to provincial governments. Private plans will 
still invest their funds in agreed-upon ratios but at reduced levels. 
This will mean pension funds will be investing less in corporate 
* securities with the result that industry will turn more to foreign 
capital for its requirements. This would be contrary to the present 
y Federal Government policy of encouraging Canadians to provide 
i their own capital for their own industries. 


i 2. The United States has currently adopted a policy of reducing both 
¥ corporate and personal income taxes with significant beneficial re- 
sults in their economy. The Chamber believes Canada should follow 
i a similar policy. However, under the proposed plan a levy of 3.6% 


a: | on. payroll will in fact increase taxes which will place Canada in a 
ve less competitive position in world markets. This can be alleviated by 
yi reducing the levy to cover no more than the annual cost of pensions. 
hg 3. The proposed funding of the Canada Pension Plan does nothing to 


relieve the government from the necessity of taxing to pay the 
benefits provided under the plan and does much to increase the cost. 
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The channeling of contributions into the hands of the provincial gov- 
ernments by way of loans is in avoidance of the constitutional re-. 
sponsibility to provide means for the provincial governments to meet 
their needs from their own resources of credit and taxation. 


4. The making of these loans will temporarily insulate the provinces 
from the judgement of the market and of the taxpayer and encourages 
provinces to embark on uneconomic projects. 


5. To the extent that the funds loaned to the provinces will remain as 
permanent loans, the federal government will ultimately reach the 
point where it is meeting the pensions out of contributions as the 
are received and at this stage the obligation of the provincial gov- 
ernments to repay will be almost academic but a tremendous amount 
of work and expense will have been consumed in the so-called 
funding process. 


The Chamber believes it is unsound in principle for the Federal Government 
to collect excess pension contributions which provincial governments may bor- 
row and spend. It is submitted that the so-called funding of the plan could be an 
expensive illusion. a 


Inadequacies of Bill C-136 as a welfare measure 


Apart from the difficulties envisioned by the “funding” feature, we feel 
the proposed legislation contains weaknesses as a social welfare measure. Some 
of these are:— 


1. A social security plan involving a transfer of funds among people in 
different earnings levels and in different generations should ensure 
that its benefits are at all times directed to those most in need of — 
them. For this reason the Chamber believes that the benefits formulae 
of the proposed plan based on previous earnings statistics of in- — 
dividuals, adjusted on the basis of national earnings and price 
statistics, will not at any time ensure that its benefit payments will 
effect the most desirable transfer of funds ertgea 4k 


For example: — 
(a) The most serious short-coming of the proposed plan is its failure 
to provide immediately for those in greatest need, including the 
aged, widows, orphans and the disabled. Members of the proposed 
plan will presumably receive pensions worth far more than. 
contributions made on their behalf on the premise that members 
entering the proposed plan will always be in sufficiently increas- 
ing numbers to provide the additional funds necessary to sub- 
sidize members drawing pensions. ,. 
The Chamber suggests it is undesirable as Government 
policy to subsidize one group of citizens and ignore anothe ; 
group who have a greater immediate need. 
(bo) The excesses of benefits received over contributions paid are 
now and will continue to be greater for those with higher income 
histories, thereby widening differences in income—a most. un- 
desirable shortcoming in a formula for transferring funds be- 
tween persons compelled to contribute. ; 
(c) The proposed benefit formulae will in the future pay less than 
adequate benefits to many persons whose income is stopped or 
reduced due to retirement, disability or widowhood after the 
terms of the plan are fully effective. 


CANADA PENSION PLAN 1317 


(d) The proposed benefit formulae will in the future pay more than 
adequate benefits to many persons who will retire after the 
terms of the plan are fully effective. 


2. In Canada today there are more than 2,000,000 individuals who are 
members of existing pension plans. In many cases the benefits 
provided under the terms of these plans are greater than the proposed 
Government plan. 

The problems of integrating private plans with the proposed 
plan are almost insuperable. This will result in many inequities for 
members of existing plans. As the rate of contribution increases 
under the proposed plan, the problems of integration will increase. 


3. In addition to, but quite apart from the short-comings of its benefit 
provisions, the proposed plan contains factors capable of important 
and undesirable influences on the economy of the country. 


For example: — 
(a) The presence of indices to compensate for the price rises will 


create an apathy to inflation, discourage private saving and 
stimulate demands for other forms of cost living increments. 


(b) The burden of administrative detail will be enormously complex 
and costly. The sole purpose of maintaining complex records of 
individual earnings statistics, necessarily far out of date by the 
time they are used and therefore requiring complex adjustments 
to bring them up to date, is to obtain a formula for payment of 
benefits. 


(c) An economic recession would imperil the plan, which presup- 
poses constant growth and expansion in the economy. 


The Importance of Establishing Priorities 


The Premier of Manitoba has stated that amounts expended for better 
education, medical care, and pensions should be determined on a basis of 
priority. The Chamber agrees with this principle. 


The greatest single challenge with the promise of greatest rewards for 
Canadians is to provide for better education. In addition, better medical care 
will eventually have to be made available to everyone. The priorities must 
therefore be considered very carefully when it is realized better education, 
medical care and pensions can all be obtained with the yield of the proposed 
plan, provided there is no funding. We emphasize again the importance of 
establishing priorities and urge that no action in the field of pensions be taken 
until this has been done. 


The Role of Government 


The Chamber believes that the role of government is to maintain the 
economic and social environment which encourages corporate and individual 
initiative. Indeed, the future of the country is dependent upon the continuance 
of an aggressive development program of all its resources. This is particularly 
important today, as all signs point to the period ahead as being one of intense 
competition with the productive resources of other nations. Government poli- 
cies, then, must be designed to motivate the creativity and productivity of Cana- 
dians and anything which tends to discourage these two elements will, in turn, 
adversely affect the development of the country. 

Consistent with its understanding of the role of government and with 
appreciation of the need for social welfare programs this Chamber has en- 
dorsed—and takes this opportunity to do so again—the important principle 
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Type of Plan Recommended 


_ be not too rigidly designed but should be capable of adapting to the changings 
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which was cetabliohett by the J oint inhattitten of the Senate and the Hou ise of 
Commons in 1950; namely: © eer 


“Any scheme conceived under public auspices should be such as to plac 
a floor under private or collective provisions for retirement security; 
would make possible the development under private initiative of 
plemental programs which, taken together with governmental provis 0 
would result in more adequate retirement security for the largest number 
of Canadians.” . 


It was stated at the outset that the Chamber does support social well 
measures. The principle enunciated by the Joint Committee of the Senate an d 
the House of Commons in 1950 led to the establishment of the present Old Age 
Security program and it is this program which this Chamber submits should 
form the basis for an expanded Canada pension plan. It has features which 
have been accepted as a sound public retirement security program. Some of 
these are: — ae 


Universal and immediate; 
Economy of administration; 
Flexible; 

Simple financing; 

Does not deter private savings; 


Does not conflict with other objectives of national policy; 
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Is fully taxable, automatically adjusting for those who do not need 
it; and -s 
3. Hasily integrated with private plans. ‘a 
In our view, the type of pension plan which is best suited to this country is 
one which contains these characteristics. In most respects these features which — 
we believe are so important, cannot be found in the proposed legislation. 
Role of the Advisory Committee ¢ 
The Chamber commends the Government for its decision to set up— an 
Advisory Committee to review from time to time various aspects of the plan. 
This appears to be an attempt to remove the operation of the plan from the 
realm of party politics, which is a step in the right direction. D 


Canada is a growing country in which unforseen changes will occur in | 
comparatively short periods of time. Any social legislation should therefore 


conditions with a minimum of dislocation. 


RECOMMENDATIONS 


The Winnipeg Chamber of Commerce therefore recommends that, to the | 
extent additional old age benefits are required, as determined by a study with 
the purpose of establishing national priorities, they can best be provided by:- ; 


“A 
. e 
a 


(1) Increasing the benefits paid under the present Old Age Security 
program; 


(2) Advancing the initial age at which benefits become payable; and | 


(3) Including widows, orphans and disabled persons under the Old Age 
Security Plan. a 
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CONCLUSION 


of the many aspects of the Bill and the various representations, some highly 
technical, which will be presented to the Joint Committee. 

We have said that we favour a plan that embraces all Canadians, and 
1 hat is broadly supported. We favour payment of benefits out of current 
revenue rather than a funded plan and we believe that pensions paid out of 
public funds should be related to social adequacy rather than being income 
related. 


system and could be administered more simply and much less expensively. 
We believe it to be the duty of your Committee to make certain that any 
departure from a tried, efficient and relatively low-cost system to a new, 


doning a pattern on which it is possible to build all the benefits required. 
On the basis of our review of the proposed legislation, the Winnipeg 
‘Chamber of Commerce believes that it goes far beyond the desirable role 
for government to play. Excessive costs in one area will impoverish others. 
Too much spent on pensions, for example, must minimize the urgent advances 
required in education and health. Too much public investment by compulsory 
‘Savings must drain the pool of private investment required to expand our 
production and our ability to pay for any social legislation. 
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Respectfuly submitted, 


i THE WINNIPEG CHAMBER OF COMMERCE 
ia J. T. ELLIS, Chairman, 
i Public Finance & Taxation 
i Committee. 
1 Edson BOYD, 

. President. 


January 7, 1965. 


Such a plan could easily be developed from our present Old Age Security 


complex and much more expensive one, must be fully justified before aban- | 
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APPENDIX A21 a 


Answer to Question Raised by Mr. Monteith on Tuesday, January 19, 1965, 
at the Morning Session ? 


Question: What would be the approximate costs of the proposals containgg 
in paragraphs 12 and 13 of the brief of the Life Underwriters Association ¢ 
Canada, excluding item 12(d)? 


Answer: In 1970, these proposals would cost about $933 million without 
a retirement test or almost $800 million with a retirement test, if no ave 
is made for escalation of benefits - 
These estimates have been developed on the basis of the following as- 
sumptions: 


(a) At any given time, 57% of males and 91% of females in the aud 
group 65 to 69 will be retired, none of them will be partially 
retired, and all wives will be retired. 


(b) Males aged 65 to 69 will draw $75 a month; unmarried femal S 
aged 65 to 69 will draw $75 a month; and wives aged 60 to 69 of 
men aged 65 and over will draw $50 a month. 


(c) Widows aged 45 to 64, and widows aged 15 to 44 with depen a at 
children, will draw $75 a month; widows aged 35 to 44 will rece f 
$75 a month reduced by 20 for each month by which their age 
falls short of 45 at the time they are widowed. , 


(d) Widows receiving reduced benefits will be evenly distribute d 
through the age group 35 to 44. 


(e) The number of widows under 45 without dependent children who 
are totally and permanently disabled is small enough to be dial - 
regarded in this approximation. ii 


(f) Orphans benefits of $25 a month each will be paid to orphans agec d 
19 and under provided they are either parentless, or fatherless 
children of widowed mothers. 4 

NUMBER OF BENEFICIARIES AND COSTS OF BENEFITS PROPOSED Z. 

BY LIFE UNDERWRITERS, 1966, 1970, 1980 . 


1966 1970 1980 
Type of Benefit Number of Number of Number of ; 2 
Benefi- Expend- Benefi- Expend- Benefi- Expend- — 
claries itures ciaries itures claries itures 


=, 


(thousands) ($ million) (thousands) ($ million) (thousands) ($ million) 


Retirement pension (* q 
—no earnings test............ 660 526.1 701 555.4 965 775 , 


—with earnings test.......... 518 398.3 B53 5 iinu 499.4 765 505 
Widow’s pension®)............. 262 235.8 290 261.0 352 317 j 
Orphan’s benefit(®)............ 348.6 104.6 388.5 116.6 504 151 

Total (no test)............. 1,270.6 866.5 1,379.5 933 1,821 1.243 
Total (with test).......... 1,128.6 738.7 1,281.5 800 1,621 1,063 


(2) Payable to those aged 65 to 69, and to wives aged 60 to 69. 
(b) Payable to widows under 65. 
Ce) Payable to orphans under 20. 
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60 Osborne Street North, 
Winnipeg 1, Man. January 1, 1965. 


‘a 


My submission to your Joint Committee is attached. It represents a distilla- 


whom I have talked in most parts of Canada. 

‘f I endorse the much more complete and exhaustive submission made by the 
Canadian Life Insurance Officers Association which comments on each of the 
important elements in the Canada Pension Plan. 

This submission is directed to only one point. It contends that the social 
inequities in the Canada Pension Plan, the very large number of Canadians 
‘who will not benefit from its provisions, and the existing welfare needs which 
‘it ignores are so grave that the Bill should not be passed in its present form. 
‘It is an attempt to weigh the impact of the Plan as it will apply to individual 
‘Canadians. It does not attempt to cover the economic implications, actuarial 
considerations, or potential federal-provincial problems inherent in the Plan. 
4 It is hoped that the views expressed will be helpful to the Members of the 
| Committee in appraising how the Canada Pension Plan fits or does not fit the 
‘real needs in their several communities, and thereby be of assistance in con- 
‘sidering alternative solutions. 


vf Respectfully submitted, 
D. E. Kilgour. 
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INTRODUCTION 


believe its viewpoint to be shared by many who understand the problems, 
and it reflects my thirty-two years’ experience and observation of pension 
ilans and social legislation, it should be recognized as a personal appraisal 
of the problems involved. Any shortcomings or errors in its logic or argument 
are my own, and not those of the Company with which I am associated. 

‘t There may be wide room for difference of opinion as to the economic 
implications, actuarial considerations, potential federal-provincial problems 
inherent in the Plan, but the sede Canadian will finally judge it on what 
at does, or does not do, for him, his family, and the economic fortunes of those 
pole in whom he is intimately concerned. 

a If the Members of Parliament determine that the Canada Pension Plan 
and the new provisions of the Old Age Security Act will importantly alleviate 
the financial condition of the old, the widowed, and the disabled amongst their 
Bonstituents, then its passage will be commended as worthy social legislation. 
If, on the other hand, it will not solve those problems, it is contended that its 
passage will only widen the gap between the “haves” and the “have-nots” 
and leave the true problem to be resolved at some future session of Par- 
Bisment. 

:s The Canada Pension Plan has very obvious attractions because it promises 
“substantial benefits to very many Canadians. In fact, if one is in the age 
_ group from, say, forty to mid-sixties, members of Parliament are in the 
"embarrassing position of being asked to approve a system of arbitrary benefits 
under which a highly preferred treatment is accorded to each person in that 
age group. 

When the Bill was presented to Parliament, the official summary and 


| 
| 
. 
. 


Bill is the comprehensiveness of the social insurance which the Bill proposes 
for the people of Canada. It will benefit virtually everyone.” The conclusion 
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tion of my own views, those of many of my associates and many people to | 


This submission is made on my own behalf as an individual. While I 


| explanation had as its first paragraph,—“The main reason for the length of the © 
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of this official summary was equally sweeping—‘‘The general effect of this 
complex Bill is to provide for a nation-wide system of social insurance which 
will establish a basic level of security for all Canadians whatever their indivi 
dual circumstances, whatever moves they make, and whatever economic 
changes occur.” It is not surprising that such a laudable objective should com- 
mand very widespread support. Unfortunately, the more the Plan is studied, 
the more clearly does it fail to achieve its stated objective. j 
It seems important to point up the very large groups who will not receive 
benefits under the Plan, and to use some comparisons which are believed to 
be accurate to illustrate the dramatic contrasts that will exist between those 
who receive its benefits, and those who do not. It is submitted that the short- — 
comings are so great that to create such social inequity by Act of Parliament 
would be completely contrary to our national interest, and incompatible with 
the ideals and concepts of social justice which should guide social legislation. _ 
By its very nature, the Canada Pension Plan excludes large numbers of © 
Canadians from its benefits and one could fairly accurately say that the groups 
excluded are those that need them most. Since the Plan is not based on indi- 
vidual equity, but is rather a redistribution of a portion of our national income 
according to a complex formula, the Bill, if enacted, must be regarded as a 
statement of our national purpose. It will constitue a formal declaration of those 
people the Government wishes to aid on the one hand and, on the other, those 
it has decided to exclude from this re-allocation of tax revenues. ' 
We have long had marked inequalities between individuals flowing from 
inheritance, talent, industry, location, health, timing, good fortune or misfortune, 
and most people are well aware of the ‘ ‘slings and arrows of outrageous fortune”. 
However, demonstrable inequity by Act of Parliament is a completely different ‘ 
subject. x 


PENSION BENEFITS 


a 

Most of our retired population have been saved from acute distress, or their — 
own resources have been mercifully enhanced by the Old Age Security Act 
and the $75 monthly benefit now being paid. But, in the vast majority of cases — 
their incomes or pensions are extremely small in relation to those which will be 
payable to people who will be retiring in the next 5 or 10 years. This flows — 
from much higher salaries now prevailing and the many improvements in — 
pension formulae. For example, improvements in benefits and pay increas 
produced deficiencies in the government’s superannuation accounts that amoun-~— 
ted to $880,000,000 to bring them up to date, and much of that sum accrued to. 
the credit of people who will retire in the future. Moreover, most of the very 
people who gained the greatest benefit from such pension liberalizations are ton 
be given the largest windfalls on top of bigger pensions and the same Old Ace 
Security benefits. 

There were 1,391,000 Canadians age 65 or over in the 1961 census, and the 
contrast between their incomes and those of individuals who retire in the next — 
decade or so will be extremely marked. Of this group, only 220,000 had taxable 
incomes, so that 1,171,000 are below that level fixed by Parliament as being — 
sufficient that they can be fairly taxed. The Canada Pension Plan will be another — 
major factor in accentuating the spread in incomes between our present old 
people and those retiring in the future. ; 


It has been contended that the elderly group will benefit from the indexing © 
of Old Age Security payments. In fact, any elderly person who has as much ‘ 
as $75 a month from a pension or fixed income securities will lose more by 
continuing inflation than they can gain from escalation of the Old Age Security 
Plan. Accordingly, a considerable portion of our present retired population 
could thus lose more on the swings than they gain on the roundabouts. One 
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could pretty honestly say that our present old people gain little or nothing, 
even in prospect, from the Canada Pension Plan. The best that can be said 
is that those entirely dependent upon Old Age Security may stay roughly even 
with the cost of living. 

} Our present old people and their families have the legitimate charge 
that from $600 million of new taxes they get virtually nothing, and that 
the biggest benefits go to the generation now in power, who are already the 
beneficiaries of higher incomes and, in many instances, better pensions. 


DISABILITY 


This is a field in which benefits pursuant to such a complex formula as 
that contained in the Bill will produce results which are so inequitable as 
to defy explanation. The benefits are considerable if one qualifies. For example, 
most of the people in this room would get $103 a month if they should become 
disabled after the 1st of January, 1970. All of those people now disabled, or 
who have the misfortune to become disabled in 1965, 1966, 1967, 1968 or 1969, 
will get precisely nothing. Someone who was disabled 10 years ago at the 
age of 25 will have to rely on welfare payments for another 30 years when 
he will be entitled to $51 a month under the Old Age Security Act. 

: Contrast this with an executive who has a heart attack in 1970 and then 
has to decide whether the government’s $103 monthly disability income on top 
of his employer’s plan, together with his personal coverage, makes it desirable 
to hang up his spurs and go to Florida. Another $102 per month will become 
payable when he and his wife reach age 65 from Old Age Security. 

Many years’ experience in the disability field teaches that in borderline 
disabilities, the mental attitude of the individual is of tremendous importance. 
There are thousands of people at work today who could be declared disabled 
if they wanted to be. The severe provisions as to qualification, and they are 
wisely severe to avoid exploitation of the Plan, are nevertheless going to cut 

out most of the people who are on the lower rungs of the economic ladder. 
) For example, a woman whose husband dies 10 years hence in 1975 having 
not been a-contributor and leaving her without resources, and who goes to 
work to support herself, could be disabled in 1979 while being a contributor 
and will have no disability pension because she had not contributed for one- 
third of the number of years since the Plan was started. 

If one accepts the premise that the poorest people in Canada are unlikely 
to be contributors to the Plan, then it follows that they are unlikely to gain 
any important benefit from the disability provisions of the Canada Pension 
Plan. The Plan simply ignores those now disabled, or those who may become 
so in the next few years. 


DEATH BENEFIT 


The same shortcomings are apparent in the death benefit as in the dis- 
ability provisions. Present widows and orphans are ignored entirely. Similarly, 
widows of 1965, 1966 and 1967 must have it explained to them that their hus- 
bands died too soon. 

The contrasts, again between the fortunate and the unfortunate will be 
dramatic and irrational. An automobile accident which kills a wealthy man and 
a farm labourer may result in the wealthy man’s widow getting $168 a month, 
and the farm labourer’s widow getting nothing because he was not a contributor. 

This is completely different than what could happen today when the one 
man may have $100,000 of insurance he bought and paid for, and the other man 
none. Here, the discrepancy arises from the private provision that one man 
made and the other did not. 


aes; 
a 

hy 
iis 
hen 
ne 
bi 


- raise a family. 


under the Canada Pension Plan if they do not re-enter the labour market. 


Pana have Ser an Act granting the henonts fo tHe) one man_ and Bal é I 
_ denying them to the other because he did not have any money. It is submitt 

that such re-allocation of tax revenues without regard to need « or equity cot uk 
not stand the test of time. 


F , 
BENEFITS FOR WOMEN in 


The effect of the Canada Pension Plan on the women of Canada is far from 
apparent on the surface. Working women make equal contributions as do men, 
and draw equal benefits. This sounds thoroughly equitable, but its total impact 
is dramatically affected by the facts of life. | 

Most women work at the younger ages, and there will be a very large group 
who work for, say, 5 years prior to marriage. There are also a substantial numbet! 
who peataie as working wives, in which case perhaps 10 years might be : 
as a normal working period prior to withdrawing from the labour market t 


: q 


Two illustrations are set out below of the benefits accruing to these people 
A young woman begins work at age 20 and works for 5 years at 
average earnings of $2,400 per annum. If she does not return to the labour 
market, her pension at age 65 will be $6.17 monthly. The combined con 
butions made to the Plan could alternatively have bought her a pension 
of $16.84 a month from the Canadian Government Annuities Branch. — 
A young woman beginning to work at age 20 and working for 1 
years with earnings averaging $3,000 per annum will be entitled to ‘ 
Canada Pension Plan benefit of $15.43 monthly at age 65. The same 
contributions could have purchased her a Government Annuity of $40. 0 ; 
monthly at age 65. i 
a 
It is submitted that the Plan is wholly unattractive to young women who 
intend to work for a few years prior to marriage, and contrasts dramatically 


with the benefit of $62.50 a month available under the Canada Pension Plan 


to a woman of 55 who goes to work for 10 years at $3,000 a year. q 

The real impact of the Canada Pension Plan on married women will flow 
from their husband’s financial success. If her husband earns over $5,000 pel 
year, a wife will get the maximum benefits available under it. If, at the other 
extreme, he has an unfortunate earnings record, he may never be a contributor 
and she ‘will gain no benefits from the Plan. a 

If she should become divorced, be deserted, have her husband disable 
while she has young children, or widowed, her benefits, if any, will flow 
only from her husband’s peneinl success. If he was not a contributor, she 
will draw no benefits. One could fairly accurately say that successful marriages 
in financial terms become more solid financially, whereas those rather rock} cj 
marriages in a financial sense, with which our society is plentifully end 
will become even more unfortunate by contrast. 

The married woman who devotes her life to her family, her home an id 
her community, can look forward to an old age in which she will have a mucl 
smaller income from the Canada Pension Plan than the couple next door 


who have no children and both work, even if both families earned identi a 


gross incomes. A working couple can receive benefits at age 65 of as much as 
$310.34 a month from the Canada Pension Plan and Old Age Security. The 
maximum available to a couple in which the wife does not work for salary 0! 
wages is $206.17. If their husbands both died at age 66, the widow who hac 


raised the family will have a continuing income of $113. 50 a month, whereé 22 
_ the widow who had no children would receive $194.23 per month. 
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ae In a Plan in which we are taxing the young to pay benefits to some of the 


"The incentive for meri women to work, which is created by the wand 
available under the Canada Pension Plan, cannot be accurately measured, 
but it is very great. Just as Unemployment Insurance has proven deeply 
vulnerable to selection against it,—e.g., someone who was never unemployed a 
lay in his working life drawing his full benefits when he retires,—so the wind- 
fais in the Canada Pension Plan can attract legal discrimination against ee on 


a very large scale. 


. Women who go to work in 1966 will have a bargain available to them in 


the form of pensions that will be unrivalled in history, and improbable of ever 
being offered again. A woman of 55 who will even work 3 days a week for 
$100 a month will get a pension of $25 a month. The maximum which she can 
contribute, or have contributed on her behalf by her employer and herself, is 
$216 over the 10 years. The value of the benefit she receives is set at $3,517 
_by the current government annuity rates so there is a windfall of over $3,300. 
If she can earn $200 a month, the windfall is approximately $6,400 and, of 
course, there are subsidiary benefits such as disability. 


He When you consider that this windfall is more than 25% of her earnings 
during the 10-year period, you have a powerful inducement to take married 
women in this age group out of the home, into the labour market, whether 
‘this is truly desirable or not. It is the social impact of this force in Canadian 
families that is questioned, let alone its impact on the unemployment market. 


Fs COVERAGE 


id Who will be covered by the Canada Pension Plan? 

enjoy permanent employment will, in the main, draw its full benefits. This 
“group, of course, contains all those who now benent from existing employer 
: ' pension plans, so that a high degree of dual pensioning is automatic. 


$: The remainder must come in through the income tax road. 


How effective can tax machinery be expected to be in collecting contribu- 
tions for a Plan whose benefits are long deferred? 


4 An interesting parallel is presented by government hospitalization in Can- 
vada and the success of premium collections from other than employer-employee 
_ groups. In hospitalization, the premiums were low, the benefits highly subsidized, 
Be hich made them attractive, and the probability of frequent use was consider- 
able. 


4 Today, only three provinces, Saskatchewan, Manitoba and Ontario, even 
attempt to collect hospitalization premiums from their residents. Some provinces, 
such as Quebec, did not even try, although the strain on provincial budgets has 
been very great. Others tried it and gave it up. The experience in Manitoba, 
which is continuing to collect premiums at the rate of $24 per annum for a 
. single person and $48 per annum for a family head, may shed some light on the 
“number of people who can be brought into the Canada Pension Plan. 
: } The law requires all people in the Province to pay hospitalization premiums, 
and it is estimated that there were 374,000! single persons and family heads | in 
anitoba in 1962, as defined for hospitalization purposes. 


deductions. Conversely, 52.6% or 196,700 have to be reached through some other 
r eans, and this has been achieved by making municipalities responsible for 


? 1 See attached Appendix. 
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Employer-employee groups will be compulsorily in the plan, and those who 


177,3001, or 47.4% of these are reached through employer-employee ~ 
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premium collections. The municipalities bill the individuals and if these bills are 
not paid, they can be added to the tax bill of property owners, and if all collec- 
tion efforts fail, the municipality pays the premium rather than incur the hos- 
pital lability of non-subscribers. It demonstrates the difficulty of collecting even 
known sums, $24 or $48, from other than employer-employee deductions. 

Reviewing another collection machinery, the income tax tystem, one finds 
that in 1962, 225,2341 Manitobans had taxable incomes. Of these, 195, 177 
where classified as employees. That this group is larger than those reached by 
hospitalization employer-employee deductions may be partially explained by 
working wives, together with some difference in definition between taxation 
classifications and those stipulated for hospitalization deductions. q 

These figures, however, strongly suggest that the double screening by em- 
ployer-employee deductions and income tax collections could not reach as many 
as 250,000 workers in Manitoba. This represents approximately two-thirds of 
the single persons and family heads responsible for payment of hospital i insurance 
premiums, and less than half of the population 18 years of age or older. 

It would appear that 124,000 single people and family heads in the work 
force are unlikely to be perches by this dual machinery. This may not be sur- 
prising since there are a larger number of self-employed, small farmers whose 
incomes are low, and those who work for a variety of employers who are not 
required to make deductions. Most of these people would, in fact, have incomes 
exceeding $600 a year (or $800 for self-employed), but for many, their records 
would be incomplete or non-existent, and the probability of their making tax 
returns and sending in the cash required for contributions to the Canada Pension 
Plan would seem to be extremely remote. This group almost certainly ont 
the neediest 25% in the Province. 

Realizing that no contributions means no benefits, it seems inevitable that 
the Canada Pension Plan brings little or nothing to the least fortunate quarter 
of our work force. os 

< 


UNDERLYING PHILOSOPHY 5 

The Canada Pension Plan relates benefits to cash earnings. High earnings 
qualify for high benefits. Low earnings qualify for low benefits, or none if one 
was not a contributor. It places a final seal of approval on a completely mer- 
cenary appraisal of the individual’s contribution to society. Monies earned no 
matter how, determine the individual’s benefits. Whatever one deems to be the 
least worthy occupation will afford a higher pension than the most worthy 
occupation if one earns more money in its pursuit. The lowest ranking occupa-= 
tion, since no cash earnings are derived, is that of a wife and mother who stays 
at home. 

The Old Age Security Plan, in contrast, treats old age as a condition and 
people as individual human beings who have made some contribution to society 
and are thereby entitled to a measure of support. Its benefits characteristically 
mean most to those who have the least. Its underlying merit is as valid today 
as when it was unanimously approved in 1950. R 

Because so many of our social measures in Canada are universal, —family 
allowances, old age security, hospitalization, it is far too easy to think of new 
layers of social welfare as filling the greatest need. It is submitted that, in fact, 
the greatest need exists amongst those people who are now in trouble, as well 
as those whose future circumstances will in good conscience call for specific 
assistance. 

The redundancy of our shotgun approach to social welfare as it has de- 
veloped in Canada can be illustrated by one example. People who must be care? 


1Source: Page 78 of 1964 Taxation Statistics, Part 1—Individuals, Analyzing 1962 T1 
Individual Income Tax Returns, Department of National Revenue, Taxation Division. 
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for in mental institutions have their total care provided by the government. 
In at least one province to my knowledge, and perhaps in all, their Old Age 
Security benefits, less $10 a month for personal comforts are accumulated by 
the Administrator of Estates of the Mentally Incompetent for their ultimate 
heirs. The longer the state supports them, the bigger the benefit to the heirs. 

Contrast this with a widow supporting herself, waiting for age 70 when 
she will have $75 a month out of which she must pay her total upkeep. 

We obviously need a finer screen and benefits more thoughtfully determined 
than flat benefits for all, or mathematical formulae which ignore a very wide 
variations in individual security from other sources. 


RECOMMENDATION 


The approach which can help all Canadians who are truly in need seems 
to be a broad expansion of the Old Age Security Act. Retirement benefits earlier 
than age 70, widows’ and orphans’ benefits, disability income could be provided 
immediately for people who now qualify as well as those who will qualify in 
the future, if Parliament so decides. 

The Canada Pension Plan has introduced a new window through which 
needy people can be identified without a means test. It proposes that all 
Canadians must reveal their incomes down to $600 per annum through the 
taxing machinery. It has none of the unpopular flavour which traditionally 
surrounds a means test. It can shed new light on Canadian social needs and 
permit a new approach to filling the income needs of Canadians. 

The same data and principles upon which Parliament bases income tax 
assessments could be used for supplementary benefits to people who, from’ time 
to time, may qualify. 

The new income data which would be available would permit additional 
benefits to be granted only to those people whose circumstances required them. 
For example, old age security benefits now payable at age 70 could provide 
supplementary benefits to people over 65 to bring their incomes up to a level 
of $900 per annum. 

Widows whose income is less than a predetermined level, adjusted for 
age and dependent children along the lines proposed by the Canada Pension 
Plan, could have supplementary benefits payable to bring their incomes up 
to that determined level. 


Disabled people whose incomes are less than $900 a year, and with some 
adjustment for dependents, could have their incomes supplemented to the 
predetermined level. 


Higher benefits could be paid to single old age security recipients to bring 
their total income up to a predetermined level,—e.g., $1,200 per annum. 


Such a philosophy and mechanism could let us direct additional social 
Welfare payment benefits only to those people who need them and only in 
sufficient amount to fill the need. 


Such supplementary benefits as may be deemed advisable could be quickly 
and relatively simply woven into the Old Age Security Plan. Benefits could 
be clearly stipulated and known to every informed Canadian. People who 
are very old, ill, or uninformed as to their rights, could be advised by their 
families, doctors, social workers or welfare offices, that the mere filing of a 
tax return giving the necessary data would set the wheels in motion. Instead 
of being required to pay taxes flowing from their income being over certain 
limits, they would receive benefits because their incomes are under certain 
limits, if properly qualified. The monies so distributed would, in fact, be going 
‘to those who most truly need them, and at a fraction of the cost of further 
ieerversal benefits. 
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. The Plan, by its very nature, widens the gap “between econom 

- fortunate Canadians and their less fortunate fellow citizens. ‘% 
. If sound, equitable principles are established, a comprehen siv 
alternative available to all Canadians at lesser cost can be achiev vec 


_ through a broad extension of the present Old Age Security Act. 


The Canada Pension Plan can be deemed to have served a very valdeel le 
purpose in having focused critical public examination on our social welfat re 
_ Problems and by its specific trial solutions pointed the ways to better ones. — zs 


(APPENDIX TO THIS BRIEF) 
Province of Manitoba Data for the Year 1962 


1. The number of single persons and family heads registered for ; 
_ Manitoba Hospital Services Plan in 1962 is estimated to be 374,000. 


This estimate is derived as follows: 


(a) Manitoba Hospital Services Plan statistical studies provide 
the number of single persons and family heads registered 
for the Plan in 1959 


(c) Ration of (a) to (b) 


(d) Application of this ratio (.640) to the number of Mani- 
tobans 18 years of age or older in 1962 (585,000 per 
Dominion Bureau of Statistics Catalogue No. 91-202 Sep- 
tember 1962) produces the above estimate of 374,000. 


2. The number of single persons and family heads paying hospitaliaaee 
premiums through employers in 1962 is estimated to be 177, 300. 


This estimate is derived as follows: 


(a) Manitoba Hospital Services Plan statistics provide the 
number of single persons and family heads paying hospitali- 
zation premiums through employers in 1959 


(b) The total number of single persons and family heads 
registered for the hospitailzation plan in 1959 (see 1(a) 


(c) Ration of (a) to (b) 


(d) Application of this ratio (.474) to the number of single 
persons and family heads registered for the plan in 1962 
(374,000 per 1 above) produces the above estimate of 
177,300. 


4 Be, : | (Meetings held after adjournment of the House) 


MINUTES OF PROCEEDINGS _ fe 


WEDNESDAY, January 20, 1965. 
(35) 


_ The Special Joint Committee of the Senate and of the House of Commons 
1 the Canada Pension Plan met at 10:10 o’clock a.m. this day. The Joint ~~ 
Chairman of the Senate section, Senator Fergusson, presided. Bea 
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Members present: 


Representing the Senate: Honourable Senators Boucher, Croll, Denis, | 
Fergusson, Lefrancois, Smith (Kamlops), Smith (Queens-Shelburne), Stam-_ 
augh, Thorvaldson—9. 
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_ Representing the House of Commons: Mrs. Rideout and Messrs. Cameron 
High Park), Cantelon, Cété (Longueuil), Francis, Gray, Gundlock, Knowles, 
averdiére, Leboe, Lloyd, Macaluso, Monteith, Morison, Munro, Prittie, 3 
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In attendance: Mr. Samuel Eckler, Consulting Actuary. 


_ Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com- — ei 
‘ittee. alte 


a The Joint Chairman, Mrs. Fergusson, tabled a letter received from Mr. 
F. C. Dimock, Secretary of the Canadian Life Insurance Officers Association, 


<plaining Chart I in that Association’s submission presented on January 13, _ a 
- On motion of Senator Croll, seconded by Senator Stambaugh, e 
 Resolved,—That the letter from Mr. Dimock be printed as an appendix to hi 
this day’s Minutes of Proceedings and Evidence. (See Appendix A23) ay 


The Committee agreed that the brief previously submitted by Mr. Eckler " 
‘be printed as an appendix to this day’s Minutes of Proceedings and Evidence. wi 


(See Appendix A24) | os 


; The Joint Committee introduced Mr. Eckler who summarized his brief, 
and was questioned. 


a The questioning being concluded, the Joint Chairman thanked the witness, 


who 0 then retired. 


_At 12:30 o’clock p.m., the Committee adjourned until 2:30 o’clock p.m. 
his is day. 
Dorothy F. Ballantine, 
Clerk of the Committee, Pro tempore. 
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AFTERNOON SITTING 
(36) 


The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan reconvened at 2:35 o’clock p.m. this day. The Joint 
Chairman of the House of Commons section, Mr. Cameron (High Park), 
presided. 


Members present: 


nl ie ee ae 


Representing the Senate: Honourable Senators Boucher, Croll, Denis, Fer- 
gusson, Lefrancois, McCutcheon, Smith (Kamlops), Smith (Queens- Shelburne), 
Stambaugh, Thorvaldson (10). 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, — 
Basford, Cameron (High Park), Cété (Longueuil), Francis, Gray, Knowles, 
Laverdiere, Leboe, Lloyd, Macaluso, Monteith, Morison, Munro, Prittie (17). 


In attendance: From The Canadian Manufacturers’ Association, Mr. H. B. 
Style, First Vice President; Chairman of the Board, John Inglis Company — 
Limited, Toronto. From Aluminum Company of Canada Limited, Montreal, 
Mr. R. L. Auger, Manager, Employee Benefits Division. From Beach Industries 
Limited, Smith Falls, Mr. R. J. Beach, President. From Dominion Bridge Com-_ 
pany Limited, Montreal, Mr. C. C. Belden, Manager, Employee Relations. — 
From The Steel Company of Canada Limited, Hamilton, Mr. J. G. Connor, : 
Manager, Insurance & Pension Department. From The Alexander Fleck Limited, | 
Ottawa, Mr. L. W. Fleck, President. From The Canadian Manufacturers’ As- 
sociation, Toronto, Mr. I Freedman, Manager, Industrial Relations Department. — 
From Canadian Manufacturers’ Association, Mr. Willis George, Canadian Rep- — 
resentative. From Imperial Oil Limited, Toronto, Mr. J. K. Marcus, Supervisor, — 
Benefits, Employee Relations. From Canadian General Electric Company Limited 
Toronto, Mr. L. E. Marrs, Manager, Personnel Accounting, Corporate Depart- 
ment. From Union Carbide Canada Limited, Toronto, Mr. H. Taylor, Vice Pres- — 
ident, Industrial Relations. From The Canadian Manufacturers’ Association, 
Mr. J. P. Villeneuve, Chairman, Quebec Division Industrial Relations and 
Vice President, Industrial Relations & Personnel, Johnson and Johnson Limited, 
Montreal. From Shell Canada Limited Toronto, Mr. W. D. Walker, Specialist, 
Policy & Benefits. From The Canadian Manufacturers’ Association, Toronto, 
Mr. J. C. Whitelaw, Executive Vice President and General Manager. From 
Honeywell Controls Limited, Leaside, Mr. L. F. Wills, Vice President and 
General Manager. 


Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com- 
mittee. 


In accordance with a motion passed at a previous sitting, the brief — 
submitted by The Canadian Manufacturers’ Association is appended to this 
day’s Minutes of Proceedings and Evidence. (See Appendix A25) we 


The Committee having completed its examination of the delegation, the 
Joint Chairman thanked the witnesses and they retired. 


On motion of Mr. Macaluso seconded unanimously, 


Resolved: That a vote of thanks and appreciation be extended to the > 
delegation for its contribution. 


At 4:30 o’clock p.m. the Committee adjourned until 8:00 o’clock this — 


evening. i 


ee 
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EVENING SITTING 
(37) 
The Special Joint Committee of the Senate and of the House of Commons 


on the Canada Pension Plan reassembled at 8:07 o’clock this evening. The 
Joint Chairman of the Senate section, Senator Fergusson, presided. 


Members present: 


Representing the Senate: Honourable Senators Fergusson, Lefrancois, Smith 
(Kamloops), Stambaugh, Thorvaldson (5). 


Representing the House of Commons: Messrs. Aiken, Basford, Cameron 
(High Park), Francis, Gray, Knowles, Laverdiére, Leboe, Lloyd, Macaluso, 
Monteith, Munro (12). 


In attendance: Messrs. Norman G. Kirkland and J. W. Moreland both 
Vice Presidents of Alexander Services and Dudley Funnell, Consulting Actuary. 


Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com- 
mittee. 


The Joint Chairman introduced Mr. Kirkland, who in turn, introduced his 
two assistants. 


Mr. Kirkland made a preliminary statement and was questioned thereon. 


In accordance with a motion passed at a previous sitting, the brief pre- 
viously submitted for distribution by Alexander and Alexander Services is 
appended to this day’s Minutes of Proceedings and Evidence. (See Appendix. 
A26). The Committee completed its examination of the witness. 


The Joint Chairman then thanked Mr. Kirkland who retired. 


At 10:07 p.m. the Committee adjourned until 10:00 o’clock a.m. on 
Thursday, January 21, 1965. 


Maxime Guitard, 
Clerk of the Committee. 
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WEDNESDAY, Jannary 20, 1965. 


Eo The CHAIRMAN (Hon. Mrs. Fergusson): Mrs. Rideout, and gentlemen, we 
_ have a quorum. Before we hear the witness I would like to tell you that Mr. 
_ Cameron, as Joint Chairman of the committee, has received a letter from The 
- Canadian Life Insurance Officers Association, signed by Mr. Dimmick, answer- 

4 ing some of the questions concerning their chart 1 which was submitted on_ 

_ January 13. I would like to have a motion that this be included in today’s 

- record. ‘iat 

Hon. Mr. Crotu: Madam Chairman, I think that is a rather important 

_ letter? 

The CHAIRMAN (Mr. Cameron): Very important. 

Hon. Mr. Crouu: It takes about four or five days to get the record, and I 

i _ suggest that the letter be mimeographed or photographed, and copies delivered 

to us, because we could question on that in the next couple of days. Is that 

_ possible? 

‘The Cuarrman (Mr. Cameron): I would think so. 

;: The CHAIRMAN (Hon. Mrs. Fergusson): You realize that this is chart 1? 


* Hon. Mr. Crouu: Yes, it indicated there were a certain number of people 
who were not covered. 


: | Mr. OsBorNE: No, that was concerning the percentage of the gross national 


Fe product of the United States and Canada. 

by: The CHAIRMAN (Hon. Mrs. Fergusson): I have a motion from Senator 
Croll, seconded by Senator Stambaugh, that Mr. Dimmick’s letter on this matter 
_ be included in today’s record. Do all agree? 


R\ 


A —Agreed. 


: The CHAIRMAN (Hon. Mrs. Fergusson): Our witness today is the head of 
a well-known firm of actuaries in Toronto. Amongst their clients are a number 
of companies and unions, in at least three Canadian provinces, and I am sure 
that what our witness at have to say will be from knowledge of the circum- 

stances, and very interesting to us. He is Mr. Samuel Eckler of Eckler, Brown 

and Company Limited. 

May I say first that no doubt you realize, Mr. Eckler, that you do not need 

_ to read the whole brief unless you wish to do so. Yours is not very long, but we 

prefer to have a summary, and then that you answer questions on it, for I am 

_ sure all members have read it. 


* 


ay Mr. KNOWLES: The brief will be in the record, of course? 


5 The CHAIRMAN (Hon. Mrs. Fergusson): Yes, it will be in the record. 

" Mr. SAMUEL ECKLER. F.S.A.: Madam Chairman, members of the committee, 

_ I approach these proceedings very much as I used to approach an examination © 

a long, long time ago. I had to get some material ready. I always have to be © 
prepared for questions perhaps to which the answers may prove impossible 
for me. However, coming before you now, I notice so many of my friends here 
_ that perhaps the questions will be more sympathetic than I feared they might 
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I am going to take advantage of your suggestion, Madam Chairman, that 
I do not read this brief, but it is difficult to summarize a six page brief, because 
it has already been somewhat summarized. Perhaps, however, I could indicate 
what I was planning to do in this brief. I deliberately kept it short. I made some 
statements that I am afraid perhaps are too categorical and should have been 
severely qualified, but I think in order to make my point I erred in this way. — 
There are three parts to this brief. 


May I say at the outset that I have no official axe to grind, that I represent x 
no group but myself. 


In our work, of course, we have dealt with many types of plans, as the 
Chairman has indicated, but I am not here representing them, and I am not 
here at the behest of any of them. In addition to that, I did not ask any of them ~ 
whether I should or should not make an appearance. Perhaps I was afraid to. 
They might have told me not to. I thought I should come here and present my 
views to you. 


The three parts of my brief are these: The first part, which I call an 
exercise in nostalgia really because it may very well be that this legislation 
has obtained the concensus of Canadians—at least, the substantive part of 
it—so it might be difficult to reverse gears and start afresh. I hoped we could, 
but perhaps this is not a realistic approach. But I do this, I think, perhaps 
with a view to clarifying what I say later. 


In this first part of the brief I do indicate what I think should have been 
done if we were starting with a clean sheet, and the substance of my remarks 
there is a series of major revisions in the Old Age Security Plan. I will not 
list them here; they are all in the brief. However, I do want to highlight two 
or three things I think are paramount in the Old Age Security Plan and 
things that will, just by the nature of the animal, lead to problems in the — 
Canada Pension Plan. 


The O.A.S. is universal. There are no uncovered areas in the O.A.S. — 
This is one of the major defects, I think, of the Canada Pension Plan. 


The O.A.S. is—and this I want to stress—a simple plan. In my private 
pension plan practice as much as possible we make a great virtue of sim- 
plicity. The whole nature of pension plans is complex enough without adding 
to it unnecessary complexities. The main virtue of simplicity is that people 
understand what they have. I doubt very much that many people, for example 
in the United States, understand in a complete way what their benefits are 
under the U.S. social security. I do not say our plan is more complicated, 
the proposed Canada Pension Plan, but in certain areas perhaps it is. Really, 
in studying the bill, that I know this committee has done—and I have not 
had a chance to study this thoroughly as I would like to—it is an extremely 
complex document, and even to explain, after one understands it, the escalation 
provisions, the actual formula by which a benefit will be determined, is a very 
difficult thing and requires a very sophisticated person, a person with certain 
specialized skills, mathematical skills, to understand what the benefits are. The 
O.A.S. did not have this difficulty. It is a flat benefit everybody gets and 
understands. That is the second advantage, simplicity. The first advantage 
is universality. 

The third advantage—and perhaps this is almost as important as the other 
two—is that the cost aspects of O.A.S. are pretty clear-cut. It is a pay-as-you- 
go plan. Unfortunately something that should have been done—and in the 
suggestions I make for improvements of the O.A.S. it is one of the suggestions 
I make—is that there should be some fiscal responsibility and a statute should 
spell out those projections of benefit payments for reasonably long periods of 
time. This could be done equally for the O.A.S. as is being suggested for the 
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Canada Pension Plan. When the O.A.S. was started many years ago Senator 
| Croll was on that committee. 


Hon. Mr. CROLL: Senators Knowles and Smith. 

Mr. KNOWLES: Please, please! 

Hon. Mr. CRoLL: Well, not “Senator” Knowles. 

Hon. Mr. SMITH (Queens-Shelburne): Do not mention any names. . 


Mr. ECKLER: Premier Lesage, the present Premier of Ontario, was chair- 
man of the committee. Projections were made at that time for long periods of 
time as to what the cost would be. Unfortunately, this type of projection— 


The CHAIRMAN (Hon. Mrs. Fergusson): You said that Mr. Lesage was 
Premier of Ontario. 7 


Mr. ECKLER: I am sorry, I meant Quebec. Unfortunately, these projections 


| have not been continued. If they had been perhaps the responsibility in O.A.S. 


would have been greater, but there is no reason why this could not be done. 


| But the point I want to make is that the cost aspects are pretty clear-cut. 
} We know what we are going to spend for the next 20 or 25 years, and we 
- work out some ‘‘contributions’”—in quotation marks, because it would not be 
by contributions from deductions from income, but a certain amount from 
sales tax, a certain amount from the income tax, and a certain amount from 


corporation tax. This could be done equally in O.A.S. 
I have been somewhat surprised there is some inference this type of 


_ financing is only unique for an earnings-related plan. It can be done equally 


for the flat rate plan, which we have had in operation for some years. At any 


| rate, these are the three advantages today for O.A.S.: Universality, fiscal 
_ responsibility, and ease of comprehension. This is the first part of my brief, 
_ where I suggest to reverse gears and go back and, as I said at the outset, per- 
haps this is too late; I do not know. 


The second part of my brief is really a plea, assuming this is a fait accompli 
and this is the concensus of Canadians, and the members of Parliament and 
the senators who are very close to this situation—far closer than another pri- 
vate citizen would be—then, what do we do? I am making a plea to avoid the 
fragmentation of the C.C.P. that seems to be coming about. Quebec has in- 


dicated it will run its own plan. The newspapers indicate that the Ontario 


Government is considering the same thing. I do not know about the other 
provinces. I think there have been some questions raised by one of the western 
provinces about it, but whether they are considering running their own plan 
or not, I do not know. What bothers me here is a fragmentation of a plan 


which should be a unifying rather than a divisive influence. 


I make the point a pension plan is not another type of social security 


' Measure such as Workmen’s Compensation or temporary disability insurance, 


Which you do not have here, or hospital insurance. We could quite conveniently 


| have separate provincial plans without any great administrative complexity, 
_ because you do not accrue benefits in these other social security measures. 


_ In pension plans you accrue benefits, at least under the Canada Pension Plan, 


a _ ~ ee ey ei ey 


for a long period of time, and it seemed to me this is the type of plan that 
requires a national rather than a provincial base. 

I make a plea here for reconsideration of this, bearing in mind the interest 
of some provinces in having a voice in this matter. I make a plea: Cannot we 
still work out some federal-provincial agency which will satisfy the desires 
of the provinces and also achieve a unitary plan for the entire country? This » 
is the second part. I could talk at greater length on it, but perhaps this will 
come much later. 

The third part is really the one I am least proud of, because I did not do 
What I would like to have done, gone through many other areas of the bill. 
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particularly and of the floor. 


I just picked out certain areas and mae orinatnte on ener One is the rus di n; 
approach that is employed in the plan. By and large I support the type o: 
funding approach which is indicated or employed in the Canada Pension P n 
I do not favour full reserve funding and pay-as-you-go. What has been sg sug 
gested here is a compromise between the two, where you attempt to level ow 
contributions for a reasonable period in the future. What has been suggested 
here is a compromise between the two, where you attempt to level out ca n 
tributions for a reasonable period in the future, which I think here is about 
20 or 25 years. 

The second part I comment on is the self-employed, and here I agree 
with the intentions of the framers of the legislation in providing for com: 
pulsory coverage of self-employed. However, I question that these intentions 
will really materialize. I question very much that we will get anything close 
to 100 per cent coverage of the self-employed, so that even when we talk about 
the uncovered areas I think we will also have a large group there that will be 
uncovered. % 

The third area is the full question of the floor and the ceiling. I did not 
have the opportunity in the last day or two to read all the discussions tha 
took place at this committee, because I just got the proceedings from the lag 
day or two, but I do know a lot of time was spent in discussions of the ceilin g 


My own view is that it was a mistake to introduce a floor in the establisi - 
ment of contributions. I think this was totally unnecessary. and will becol ne 
an administrative headache. Fi 

I suggest that what was attempted in the floor was to provide a graduated 
benefit but not graduated contributions. This could have been achieved by a 
somewhat different formula than the 25 per cent. That is, you can gradual 
benefits as they have done in the U.S. social security program. 

The fourth part that bothers me is the large uncovered area, and this 
again is a matter of philosophy, principles, what we are trying to do. a 

If the C.P.P. is regarded as an extension of the private pension plan then, 
of course, what is done here is fine, because these uncovered areas I referr 
to are uncovered in private pension plans as well. I refer to people not in 
the labour market and those who have not had a chance to build up private 
pensions. Now, if the approach here is an extension of the private pension, 
plan, then fine, but I think we are attempting more. This is my assumption 
at any rate. a 

Because of the nature of the plan, we have left out an extremely large 
group of people. I think you have heard this many times before, but for so me 
reason or other we have left out everybody not on the labour aries Certainly 
there are very few people not on the labour market during their entire lifetime, 
but just those who are in and out of the labour market for short periods will 
not build up too many benefits, at least not under the C.P.P. 

We have left out the disabled and the retired groups and these also are 
not on the labour market. We have the difficulty of the 10-year build-up, ; 
that the benefits after 10 years from the inception of the plan will be qu te 
modest and not nearly so generous as for those retiring after 75. BY 

I suggest that these difficulties can only be removed by enlarging © 
O.A.S. and by shortening the maturity period. % 

Now, Madam Chairman, perhaps I spoke longer in my summary tha ney 
did in the brief. I am afraid this happens quite often but I wanted to give 
you my offhand comments even if I had to duplicate to some extent my brie ef 
That completes my remarks. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much, Mr. Ec ler 
I think Mr. Francis would like to ask you some questions. ; 
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Mr. FrRANcIS: Madam Chairman, I was interested in Mr. Eckler’s presenta- 
tion concerning funding of the Canada Pension Plan. We have had quite 
varying recommendations on this aspect. A number of actuaries have said 
a hat they like pay-as-you-go and one or two have indicated that they go in 
the direction of complete funding. Do I take it from your brief that you 
bo lly support the funding proposals as laid out in the plan itself? Would 
_ that be a fair statement? 


ba Mr. ECKLER: Yes, I think it is. Mind you, the fact that it is a an wert 
ie period in the plan is perhaps accidental as well. I have a notion that the 1.8 
/ per cent formula was developed before the actuaries submitted their reports, 
but by and large, whether it is 20 or 25 years, I like the idea of a projection 
a costs for a reasonably short period. 

As a matter of fact in my brief I suggest we should not even bother cea) 
projections beyond 20 or 25 years because it is quite speculative and the cost 
is averaged out over that period. By and large I support the funding approach 
that is implied in the plan. 


ie 


| 
ie 
i 


| Mr. FRANcIs: Madam Chairman, some actuaries have been critical of what 
Bey consider to be loading against future generations, and the same actuaries 
_ have, almost in the next breath, said they like old age security as it is, without 
| funding whatsoever, and, at any rate, charging against income. Do you have 
‘any views about this loading against future generations? 


i 
| 
i. 
- 


if 
ie Mr. Ecker: This perhaps is quite important. As I indicated in my 
| extemporaneous remarks here, I suggest that the entire thing—not only for the 
) C.P.P. but for the O.A.S. as well Becomes one package in terms of financing. 
This might involve, of course, a build-up of a somewhat larger fund than is 
| indicated in the Canada Pension Plan. However, whether it is fair to ask the 
| young generation of 10 or 20 years from now—or even the present generation— 
| to finance the benefits of the present old generation, is a good question, if one 
| approaches it from the point of view of private pension plans. 
le y Of course that is not the frame of reference used here. In a basic way 
oa is a redistribution of income from one group to another, and this is the 
| 
‘7 


( 


y 


way I would like to approach social security. 

ie So long as the act remains in force I think it is very wise on insisting on 
- a careful examination by an actuary every five years, and insisting that his 
Hy report be forthcoming before any amendments are made. 

ie The question of what will happen 25 years from now, as I said at the 
14 outset, is one I am not sure we can project. I am not sure that we can project 
‘i that far in advance. I think that is speculative. I think five or 10 years from now 
Ak + we could project another 25 years and take a look then. We could keep the 
_ average for this 20- or 25-year period from that point on. This is the approach 
i I like to take. 


i ver 


jl a Mr. FRANcIS: Madam Chairman, Mr. Eckler has made a supeestion on 
a page 2 that the “level of benefits eat be varied with relation to the periods 
i of residence in any specific province during the five or 10 years preceding 
| the attainment of minimum age for entitlement to the O.A.S. benefit.” This 
ds the first time I have seen that suggestion. Would Mr. Eckler like to expand 
af ¢ og what he had in mind here? 


Mr. EcKLEeR: I have been very cautious in all my enthusiasm for O.A.S. 
~ because I remember a session I had with the Canadian Labour Congress some 
— ago where Mr. Anderson and I were on a panel discussing a number of 
things, private pension plans, social security, etc. At that time I made a strong 
_ plea for an O.A.S. scheme rather than an earnings-related approach. 

7 a - Iam afraid I did not succeed, but I was very conscious then, as I have been 
Ss since in discussions of this sort about the criticisms of 0.AS., that it is 
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difficult if not impossible to offer the same benefits for groups that have 
different ranges of income, provincially, between urban and rural areas. j 

I say here, of course, that I am not concerned about this really. I per- 
sonally am not concerned. This does not bother me. I think the price we 
would have to pay for this type of redundancy might well be worth the 
universality in the common type of benefits for all areas of the country, 
because needs do not differ that much. 


Mr. Francis: Needs do not differ, Mr. Eckler? 


Mr. EcKLER: Well, the needs of a person in a low-income area, in terms 
of basic needs, should be the same as in any other area. 


Mr. FrANcIS: Surely, the cost of living is different if you live in Toronto 
than from what it is if you live in a small rural community in Ontario, or — 
some other part of the country? 


Mr. EcKuerR: I doubt that the differences are that great between Toronto ‘ 
and another area. Of course, housing costs are considerably different and so — 
‘are transportation costs, but I doubt that the difference is that great. I still 
think, even if they were great, it would not be that serious. My point is that the 
price of this universality, the price of this common benefit, perhaps because of 
redundant benefits in certain areas, is worth the results that we are going to 
get from it, such as simplicity and all the other advantages that I have indicated — 
in my presentation. 

Hon. Mr. THoRVALDSON: Madam Chairman, if I may interrupt, I would — 


like to get the benefit of what the gentleman is saying, but I am quite a way — 
from the front, and— if 


Cae eS 


Mr. EcKLER: I am sorry. 


Mr. Francis: I would be delighted to yield to Senator Thorvaldson if he — 
has a question on this point. 


Hon. Mr. THORVALDSON: I beg your pardon? 
Mr. FRANCIS: Have you any questions on this point? . 


Hon. Mr. THorvVALDSON: No. I was indicating that I could not hear the © 
witness. I prefer not to use the ear phone because, after all, I am not all that — 
far from the witness. 


Mr. EcKueER: If I speak at this level can you hear me? 
Hon. Mr. THORVALDSON: Yes, that is fine. | 


Mr. EcKLER: What I have said is that I personally am not concerned about — 
the redundancy in a flat rate plan which might develop if we attempted to 
produce a minimum subsistence benefit for a high cost area. I think that the © 
price we pay for that would be worth the advantages of a common plan for the © 
entire country. , 

Your specific question was: Could I develop more this variation by prov- 
inces in an O.A.S. type of plan? 


Mr. FRANcIS: Yes, I would like to hear your thoughts on this, Mr. Eckler. 


Mr. EcKuErR: I have not too much to add to what I have said here. It is — 
a thought that came to me. I think administratively it could be worked out. 
I think administratively residence in a province could be established more — 
readily with the type of residence that is going to be maintained now. We 
do not, incidentally, resolve the problem of urban-rural differences. We resolve — 
only the differences between one province and another. It may be that the 
urban-rural differences are far more serious than the provincial differences, but 3 
all this can do is resolve some of the provincial differences, and there can be 
wage indexes developed from province to province. We can use these as ay 
formula by which the benefits could be varied from province to province. 


, 
ue 
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Mr. Francis: Do you not see any difficulties if you had, for example, a 
slightly higher rate in New Brunswick than in Nova Scotia? My neighbour to 
‘the right, Mr. Lloyd, is from Nova Scotia. Do you not think there might be 
some difficulty in explaining this to some parts of the country—that is, if you 
have this difference? Do you not think there would be some problems of 
public attitude about it? 


Mr. EckLER: Madam Chairman, I do not quite see how this thing is any 
different from the differences that are inherent in the C.P.P. We are just 
doing it in a roundabout way in the C.P.P., because the differences will also 
apply there as between one province and another if the earnings level in one 
province is different from that in another. Perhaps we conceal it, but it is still 
a general program of redistribution of income. The type of criticism that can 
be levelled against that type of differential—and as I said at the outset I 
do not favour it, really—can be levelled equally well in substance against 
moe C.P.P. 


Mr. Francis: Thank you. 
The CHAIRMAN (Hon. Mrs. Fergusson): Senator Croll? 


Hon. Mr. Crouu: I have just one question. Your brief covered the uncovered 
groups. This is a matter that causes me a great deal of concern. Assume for 
the moment that this is an exercise in nostalgia, I direct you to the first para- 
graph on page 4 of your brief where you suggest some alternatives. You think 
that these objectives might be reached in developing an earnings-related plan 
on some other sort of basis. Would you care to enlarge on that? What is in 
your mind? 


Mr. EcKLER: Well, on page 4 I deal with the second part of my brief in 
which I make a plea for a common earnings-related plan for the entire coun- 
try. Even though we have the opting-out provisions that are now in the act 
I think inevitably variations are going to develop between some of the provin- 
cial plans and the federal plan. That part of the brief is really only a plea for 
a common plan. 

I think the difficulties of the uncovered areas will apply there as well, 
and the only way you can include these uncovered areas is by some rather 
“major enlargement of O.A.S. That is the only way that I can see by which 
these uncovered areas can be covered. 

The group that is not going to get this full pension—that is, those retiring 
from 1967 to 1975—can only be brought into the covered area by a shortening 
of that maturity period. The other groups that are not in the labour market, 

and those already retired, can only be brought in by some amendment to O.A.S. 
You cannot use the earnings approach to these uncovered groups because 
‘there are no earnings on which to base their pension. It might be an idea 
there to think of some enlargement of O.A.S. 


Hon. Mr. CroLu: You did cover this in the brief, but one of the problems 
of O.A.S., as you know, is the matter of disabled persons, widows and 
orphans, who are covered under the plan at the present time. I am forgetting 
about portability for the moment, but you do make some suggestion as to 
how that could conceivably be done. Is not that administratively almost im- 
possible, or do you see an easy way of doing it? 


Mr. EckLEeER: That is on page 4. That is the reversion to O.A.S. 
Hon. Mr. CROLL: Yes. 


Mr. Ecker: I do not see why there would be any problems in establishing 
a disability or survivor’s or children’s or widow’s benefit under the O.A.S. 
-approach—none whatsoever. The entitlement to disability would then be a 
matter of residence with the condition of disability. That is the test you 
would use, and not the number of years of contributions. The test you would 


ro ihe 


of cost considerations. It does not have to be 75. It could be something less. 


with it, but there is no inherent difference in terms of entitlement to benefits 


That is what I deliberately talk about—not the C.P.P. in some areas, but an 


| available for their current needs. 
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use ‘would be the: type of test we are now using in OAS, and that pees d 
be age and residence. These are the tests that you would use for establishing 
the entitlement to benefit. a 
The level of benefit would be a matter of cost. How high are we going 
to go? We may think in terms of disability only after 55 or after 50, because. 


This is a matter of taking a look at the cost, and seeing what can be done 


between earnings and a flat rate. r 


Hon. Mr. CroLtu: But you do talk about a supplemental plan. That is 
what caught my eye. This is on page 4 in the first paragraph. 


Mr. Eckuer: Well, that first paragraph there really deals only with the 
C.P.P. What I am suggesting there—I am calling it an earnings-related supple- — 
mental plan, and that is another term really for the C.P.P. I have felt for some > 
time that it would have been far clearer—and I have had so many meetings 
with employees and employers trying to explain what these things are—if- . 
we had introduced the entire thing as a package, because the integration of 
the private pension plan is an entire thing. It is a package. We are going to. 
deal not only with the C.P.P. but the whole of the old age security picture. 


earnings- -related supplement to O.A.S. 


Hon. Mr. Crouu: I see. One of the things you did not mention in the olan 
is the question of integration with the private plans. You have had a great deal f 
of experience with private plans. What do you see? 


Mr. EckLeR: Well, I see a lot of work for actuaries. That is one thing) 
that I see. | 


Hon. Mr. Crouu: Is that bad? 


Mr. Eckuer: Not bad for me, but perhaps it is for other people. All plans 
will have to be re-examined by employers and unions. They will have to take 
a good look at them. Many unions are asking for a complete decking. They are 
asking that their plan continue as before, and that the C.P.P. be added on 
completely, so that the old age employee, if he leaves the working force, will 
have three benefits—the C.P.P., the O.A.S. and his own private pension which 
will be continued on the same basis as before the C.P.P. . 

Even some employee groups that I have spoken to, and these are employee — 
groups who have extremely generous pension plans where the formula might | 
be 70 per cent of the final salary, which is the public servants’ approach both 
in Ottawa and other provinces, are not sure about decking, because they really 
may be putting too much money aside for their old age and not having enough 


In those generous, liberal type of pension plans, there is bound to be a 
major modification in the private pension arrangement. The Civil Service 
modifications have already been disclosed. The various provincial civil service 
organizations and the various Mena ngtes one ean are taking a sok look ~ 


in their . income and might provide a pension at retirement which might mea f 
including O.A.S., an amount which is out of all proportion to their needs at 
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- You come down to the lower or bottom area of Bente pension plans— 
an union-negotiated plans, others not union- negotiated, where you have a 
ery modest type of plan. In those cases the benefit might be $2 to $2.50 for 
es year of service. We have seen some worth $50 and $55 in some union- 
sgotiated plans, after 20 years’ service. 
- Certainly there the pressures will be to deck completely, to add the two 
ether without a modification of the private plan. Whether this will happen 
Ido not know, because some of these areas have industries which are marginal 
and which might not be able to afford contributions of 14 per cent from 
employer and 1% per cent from employee. There might be modifications there, 
but certainly the trend there might be a continuation of the private pension 
arrangement. 
x Then you have the late middle area, not the 2 per cent plans of the Civil 
, Service type, not the flat rate union-negotiated plans on modest levels— 
| because some union-negotiated plans are not modest but quite good. You have 
a middle area of private pension arrangement, where a common formula would 
be 13 per cent to 2 per cent of career average, which might work out at 30, 
| é 40 or 50 per cent of final salary. 
What is going to be done there? It is anybody’s guess. They will all take 
a look at that and in most cases there will be some modification, but how major 
it will be I do not know. 
‘a As to the question whether there are any insuperable difficulties of integra- 
/ tion, I do not think so. I think it can be done. I doubt that very many people 
| will understand what the benefits are going to be. This is a difficulty I see, and 
this is a serious difficulty. 
| Iam really very much impressed by the confusion rampant in this country 
about pensions, and it has been confounded by the different uses of terms 
_ the Ontario plan? It is not a plan, it is just a set of rules. The question 
,is: what is the Ontario plan, what is the Canada plan, and so forth. I think 
it can be done, but I think it can be done with a lot of anguish and a lot of 
| misunderstanding. 


Hon. Mr. Crouu: You said it will be difficult to tell the man what he gets 
i in the way of a pension. In the end, when you have finished and when a plan 
ha been organized and agreed to, and when you have made your study and 
“the employer has made his and the employee has made his, the rules are pretty 
simple at that stage, are they not, once you have come to a decision? 


i _ Mr. Eckter: I think it is a part, and a good part of good retirement policy, 
be at there should be a lot of discussion with the employer one, two, three, four 
or five years before retirement, as to the employee’s needs and what his 
Tesources will be at the time of retirement. Unfortunately, this is not done too 
| 0 ften. I think a figure can be given to that employee. There is no question about 


ment or 20 years before retirement it will be difficult to explain to him what 
is benefit will be in terms of the future. That is the point. 


a ba Hon. Mr. Crouiu: But you can still give him a figure, the two figures being 
ms ated in some proximity? 


la bi Mr. Ecker: Yes, a figure could be given to him, there is no question about 
th at. How accurate it is is another question. A figure can be given to him. 
be: 7 point is that the means by which the figure is derived would be difficult 


_ to him. 


Hon. Mr. Cro.tu: You may or may not be able to answer this question from 
y 0 1 "study of pension plans in Canada. Can you strike an average? 


Mr. EcKLER: In terms of the benefit level? 
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like “nortability”. Everybody has a different definition of this term. What is 


mat. It can be given five years before. My point is that 25 years before retire- 
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Hon. Mr. Crouu: Yes? 


Mr. EcKLER: I think all members here have the D.B.S. study, a compre- 
hensive study of pension plans that was completed 1960. I have a copy of it 
here and I am sure most of you have. . 

I do not think I can strike an average. There are so many types of plans. 
There are the flat rate which are typical union-negotiated plans, where the 
benefit may vary from $2 for some individual to as much as $6.50 in some years 
of service. There are recently-negotiated U.A.W. plans and in these there are 
very high levels. You also have the career average type of plan. In the case 
of the union-negotiated one, it might be something like $2, $3 or $4 a month 
for each year of service. These plans embrace large numbers of employees, 
because they are the large industrial groups, the industrial unions. 

Then there is the earnings-related type of plan, what we call the career- 
average formula, as in the case of small businesses, where the benefit varies 
from 14 to 2 per cent for each year of service. Then you have the straight 
pension plan, the public service type, the final average salary plans, where they 
go from 13, 14 to 2 per cent, together with a very important additional feature, 
which is almost unique, but not quite, to public plans—what we call the family 
pension. This is an important part of private pension arrangements. You might 
find a pension given to an employee on what we call a single right basis, that is, 
to the employee so long as he lives, 50 per cent of his income; but after he 
dies there will not be anything left for his wife. If there is an attempt to 
convert that to a pension for his wife, that will then reduce it below that. 
These public service plans have another feature, in that the benefit, where it 
may be $2,500 while the man is retired, reduces to $1,250 to his wife after- 
wards. This is common in public service plans but not too common in others. 


Mr. KNow.es: My first two or three questions will relate to old age 
security. Despite your calling this an exercise in nostalgia, we will have old 
age security with us for quite a long time, so perhaps my questions are appro- 
priate. Would you care to indicate what levels of benefit you think we could 
have given under O.A.S. if we had gone for an O.A.S. plan only? 


Mr. Eckier: I cannot give you the level. I can only say that whoever 
is drafting such legislation would cbtain from their expert advisers, of which 
you have a large number here, very capable advisers, a projection of benefits 
—as the Old Age Security Committee did many years ago in 1950—a projection 
for 20 or 25 years. They would then take a look at how. this money could be 
raised. In many cases I think it would be raised by a far simpler device than 
a payroll tax, which is the method of financing the C.P.P. The sales tax would 
include everybody, even though it is pretty high now, it is still a tax, and so 
is the payroll tax. I cannot say how high it should be. ) 

I think that this, in a very fundamental way, is a political decision. 
It is the Members of Parliament, the Members of the House of Commons and 
the Senate, and the Government, who take a look at the needs and resources 
and priorities, and then decide. The advantage of the O.A.S. is that it is pretty 
dramatically highlighted. You know exactly what it is. I am not prepared to 
say what it can be, but I am prepared to say that it would be more than it 1s 


now, if you~ scrap 'C-P.P.? 


Mr. KNOWLES: If we do not scrap C.P.P., if we keep the two-stage idea, 
what happens? This question comes under your third heading. You referred to 
the fact that those now on O.A.S., who are 70 and over, are not given anything 
under this plan. Do you think that under a joint plan we could meet that 
deficiency, by making an increase in O.A.S. as well as bringing in C.P.P.? | 


* 


Mr. EcKLER: We can. It is a matter of dollars—a matter of finding tax 
revenue for it. Of course we can, if we think it has sufficiently high priority. | 
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‘ Mr. KNOWLES: But in view of your concern that one of the shortcomings of 
.P.P. is that it does not provide for the 70 and over Bout ee do you not 
“think we should do something in that area? 


ee Mr. Ecker: If we have the resources and gave it sufficiently high priority, 
| yes. I think the kernel of my argument is something else, that you get boxed 
in this way. If you give yourself a C.P.P. as a fait accompli you may have 
ame difficulty in raising the funds required to finance this additional benefit. 
{ It might be difficult to have both, be difficult to enlarge O.A.S. to cover these 
| uncovered areas—it would not be impossible but difficult—and to continue 
. with C.P.P. 


Mr. KNOWLES: Mr. Eckler, you have made a number of comments on your 
|own in answer to questions about the ways in which money is raised for these 
{plans, and referred to the 433 plan, and also of course to the payroll contribu- 
tions under C.P.P. I would like to ask your opinion on one subject as applied 
\to both of these collection methods. Do you think it is a good idea that we have 
the cut-off at $3,000 of taxable income under O.A.S. and a cut-off at $5,000 
of initial income under the C.P.P., or would you favour contributions at both 
ithose levels, I mean contributions without further benefit than C.P.P.? 


Mr. EckuLeR: If I understand your question, it is: Would I favour the 
elimination of the ceiling both for benefits and contributions? 


| 


{ _ Mr. Know es: No, for contributions. The question is not on all fours with 
| frespect to both plans. With respect to the O.A.S. would you favour an elimina- 
}tion of that $3,000 ceiling so as to get more money to do the more things that 
tyou think O.A.S. should do. 


Mr. Ecker: The $3,000 floor— 


qi Mr. KNowWLES: I am talking about the $3,000 ceiling. Under O.A.S. the 
‘income tax is 4 per cent on the first $3,000 of taxable income. 


| =+Mr. Ecxter: You have a problem of collection. The raison d’étre of the 


' sales tax is that you cover everybody, even people under $3,000. It might be a 
'|sales tax, a consumption tax rather than an income tax. I think you would run 
into all kinds of problems, and I think national revenue would be better 
‘qualified to give a professional answer to that question. My reaction is that 
\offhand I would prefer a sales tax approach to the lower income level. 


1 Mr. KNowLes: Now may I move to a question in the second section of 
your brief, where you talk about federal-provincial co-operation in the general 


jarea, assuming some kind of earnings related plan. I suppose my question is 
8 bit leading or loaded. You come out very strongly for as much unity in 
\this area as possible. You would have liked to see just one plan. You are 
sympathetic with the Quebec position, but you wish it were possible to have 
-ione plan. If we cannot dissuade Quebec from the decision it has already taken, 
-|would you think every effort should be taken to persuade Ontario to stay in? 


Mr. Eck er: It is quite a loaded question. 


| Mr. KNowLes: You are just considering Ontario? 


Mr. Eckuer: I think the dam has been cracked when one province drops 
; out. I am not sure, but I doubt that the problems would be magnified too much 
if another province dropped out. Once you have one province dropping out 
you may run into a competitive revision of future benefits by that one province 
and the rest of them. You are giving one province the right to do what it 
_ wishes, and you are straitjacketing the rest of the country. 

Once one province opts out, I think the whole principle has been de- 
‘stroyed. The whole idea of the unified plan has been destroyed. Once that is 
done, and you can’t stop it—although I hope perhaps some machinery could 
be worked out where Quebec could be persuaded to come in—but once that 
* 
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or white, but to some extent it is, the dam has been broken, and you d 


to do what it wishes. Does it not have that right constitutionally already? — 
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have been telling us that there are windfalls and bonanzas, and that sort 
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position that that other province might go out as well. You run inte 
difficulties—you have provincial competition as well. It is not entirely a: 


have a single plan any more. . i 
I spent a day with the I.L.O. at Geneva last June, and I was very | con 
cerned about this fragmented type of plan. I was not able to get the 
experts there—they were in Latin America and many other places, but 
to whom I spoke was a Canadian from Montreal, an economist. The question 
I put to him was, “Do you know of any country in the world that ha Me 
fragmented pension plan?’ His answer was, ‘No.’ This is normally 1 
national approach, because of the nature of these things. 


Mr. KNowWLeEs: You wish we could retain that one plan. 
Mr. Gray: Mr. Eckler used a phrase about giving one province the ri 


Mr. EcKLER: Completely they have the right, and in other social security 
plans as well. In the matter of unemployment insurance they would have fl 
right I should think; but I am not a lawyer. I think they have the right i 
other areas which they do not use, and I think this is the last area in which h 
this right should be exercised. 


Mr. Gray: We are not giving them the right. 


Mr. Eckier: No, this right they have; but it seems to me thang in a 
national plan to cover all provinces, this is the last area in which that right 
should be exercised. . 


Mr. KNOWLES: We are not discussing the legal position, but rather wh 
is desirable? an 


Mr. Eckuer: That is right. ui 
Mr. KNowLes: May I move to the third section of your brief? I we 


element in it I would like to question you about. You refer to one of 1 
shortcomings of the ree: as being the fact that for the first nine youd 


the case. No doubt you are aware that a great many witnesses at this tai 


thing in the initial years of the plan. Do you wish to comment further? 


Mr. Ecker: It was only yesterday that I had the proceedings of the com p 
mittee. I glanced through some of them, and I realized that this is one of 
major points of attention; but I do not regard this C.P.P. as an extension 
private pension plans, aithough I think that in the thinking out of this pl 
the framers have done so. If you did not have this ten-year build up, part 
this problem would not be as serious. Part of this total benefit is inherenay 
an earnings related plan as well. That is one of the difficulties. When you hax 
an earnings related plan, and you have a starting point of some time, if 3 
had a zero maturity period and started paying benefits at once, the * coblal 
would be there as well, and might be more severe. I do not support an earnings 
related plan for this reason, and this is another point, but I am not tha’ i 
exercised about this particular question. oe 


Mr. KNowLeEs: Granted your basic position which you just restated ol 
also do recognize that there is a difference between social insurance and pri ate 
insurance? me 


Mr. Eckuer: A fundamental difference. 


Mr. KNowLEsS: That is the reason for these benefits which some pe i: p 
think are generous? : 
; on 

i a 
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Pate: (igen: Yes, because you have to do. a lot of averaging in private 
a insurance. 

ie Mr. KNOWLES: I would like to ask a question or two about the $600 qeure: 


in view of your earlier suggestion that the plan itself is complicated. But, on 
Becond thought, I realize it is not a serious situation. I gather you are asking 
that people be covered right from the first dollar—that is, that they contribute 


Mr. EcKiER: Or $800, whatever band is set. | 
Mr. KNOWLES: Might I say that this problem was placed before us the 


} | way. The Federation did not make your proposal, but the Federation did express 
| concern about the people who are under $600 and get no coverage at all, 

| whereas the $700-people pay on $100 and get coverage for the full $700. 

| oe As a matter of fact, if I may take a moment, I asked Mr. Osborne some 
| questions and we got it clear that the $601 man pays on $1 and gets $601-worth 

| of benefit, and the $599 man pays nothing but gets no benefit. 


Mr. EcCKLER: Yes. 


| of amending the plan, you may have given us something very helpful here, 
| and I wish you would expand on it a bit. Is your aim essentially the same 
as that of the Federation of Agriculture—namely, that we somehow keep in 
- benefit purposes these people who are below $600? 


Mr. Eckuer: There are a number of reasons for this. One is I think it would 
j ‘simplify administration enormously for the employers. I just read this in 
the evidence yesterday that Mr. Sheppard, in his evidence, indicated there 
would be about 200,000-odd refund cheques because of the $5, 000 ceiling, and 
one million cheques because of the floor. I think that with all the computers 
‘In the world it is quite a job to issue one million cheques. Finding the addresses 
| of people to whom these cheques have to be returned might be the most serious 
| problem. This is an administrative reason, in terms of costs, why I do not like 
the floor. Then, a sort of counterpoise to that, the same thing could have been 
Ht achieved by no floor, and this would also answer the problem you raised and 
| Be C.S.A. has eed. this horrible one, the difference between $600 and $601. 
Any time you set up floors you run into this problem. I personally do not quite 


oy 3 ee the need for a ‘floor. It is cumbersome, it is complicated and creates benefit 
: problems. I do not know who wants it really, and yet it has been put into the 
a ation. The idea is that it be progressive. You could achieve this the way 


: Mr. KNOWLES: When you suggest the rate of contribution for a am 
La ie be peere™ 4 then the 25 per cent— 


| tt am quite interested in your suggestion, and it strikes me as a bit complicated | 


| other day by the Canadian Federation of Agriculture in a slightly different 


Mr. KNow tess: I think in terms of our being able to do something by way 


_ prove to be a very constructive field of effort for us to examine. However, — 


of the rapid growth in average earnings, even without inflation, because A q 
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Mr. KNOWLES: Yes, the rate of benefit be higher for a certain band, is do 
you think that band should be that same figure? Of course, if you wipe out 
the $600 floor, then that band could be set at any arbitrary point. 4 


Mr. EcKLER: Yes, this again depends on your cost projections, what you | 
want to spend. “yy 


Mr. KNow.es: I am going to ask what percentage you would suggest for 
that first band. : 


Mr. EcKLER: I am not in a position to give you a specific answer. It is 
a matter of taking a look at figures. Once the principle is established that could ; 


be worked out. a 


The CHAIRMAN (Hon. Mrs. Fergusson): Have you finished Mr. Knowles? 
Mr. KNOWLES: Yes, for the moment. a 


Mr. Luoyp: Mr. Eckler, may I say first how much I appreciate your esta “a 
lishing your views on broad principle, and then how you attempted to be 
constructive by saying, “You have a certain situation now. Maybe it is not 
possible to go back to where you would like to go,” and then you say thats 
these are some of the things you propose. ; 

I think your observations on the matter pursued by Mr. Knowles willl 


there are some other things you said that convey information to us, at least y 
to me, that I do not recall being conveyed to us before. Perhaps it was, but 
there is such a mass of detail that perhaps you will forgive me if I repeat some Y 
things that have been discussed on previous occasions. a 
I believe you mentioned something along these lines—I do not recall the t 
exact words—regarding the mass of members in private pension plans, because © 
of varying rates of pay, periods of unemployment and the like, their per- 
centage of final earnings is something in the order of—what per cent did you 
say—30 to 40 per cent? 


ay 


Mr. EcKLER: In private pension plans normally the benefit is expressed. a 
as a certain figure for each year of service. It could be, as in the union-nego- 
tiated plans, $4 a month, for example, for each year of service. It could be - 
in salaried plans 2 per cont of the average earnings for each year of service. 
So, if an employee has 35 years’ service with one employer, he would obtain 


70 per cent of his average earnings throughout his working lifetime. In view 


productivity changes and so forth, that 70 per cent perhaps drops to 30 or — 
40 per cent of final earnings, and that is how you get my figure, roughly. 


will be deriving an insurance payment of approximately 30 or 40 per cent of 
their final average earnings, is this what you are saying? The mass of it isn 
there; they represent upward to 70 per cent? f 


Mr. EckueEr: I say, if anything, that is probably high. 


you go above that. 


Mr. EcKLER: Yes, and there is the public service field. It is just a “7 
but I would say 40 to 50 per cent. AG 


salary range, when you look at the mass of people who are in that sahil e r 
range, obviously the large proportion of people in Canada are receiving pensio ns 
in the 30 to 40 per cent area of their final salary? ; 


Mr. Eckurr: Far less than that, because very few employees remain with 
one employer for their entire working lifetime. 
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Mr. Luoyp: For this reason the O.A.S. has been very essential? 
Mr. EcKLER: Yes, undoubtedly. 


Mr. Luoyp: And necessary to the Government to maintain purchasing 
power in the hands of people. Then we bring it into Pe economic sector as 
| ‘being of value. 


| Mr. EcCKLER: I am not an economist. I was thinking of the need for security 

here. This situation is changing in terms of private pension plans—that is, 
portability in the legislation of all the provinces—and they attempt to diminish 
the problem caused by movement from one employer to another. And there — 
has been in the private area an enlargement of this formula over the years. 
There are some employers switching from the career average plan to the final 
average salary plan, but for the purposes of the terms of the structure that 
figure is about right. 


Mr. Luoyp: The next question I would like to put to you comes from your 
observations on page 2, item 3, where you are speaking there of the position 
of married couples. I think you said it would not be a serious administrative 
problem to adopt the proposals you have suggested. May I ask, wouldn’t there 
be a problem of establishing marital status—for example, common law rela- 
tionship’s, cohabitation relationships, and so on? Would not this. be difficult? 


Mr. EcKLER: A problem, but not a serious one. 
Mr. Luoyb: It would be an administrative problem? 


Mr. EcKuEeR: I am saying that it is not a serious administrative problem. 
I did not say there was no problem. There would be a problem, but I think 
this is a problem in many private pension plans as well, where the question 
of marital status comes up. 


Mr. Luoyp: What do unmarried sisters do? For example, there are many 
cases of unmarried sisters living together in order to provide some means of 
meeting the cost of living. In this way they economize. Would you suggest that 
they be in the same category as the married couples for purposes of pension 
benefits? 


Mr. EcKuLER: No, I would exclude them, but I cover that in No. 4, when 
| you could provide reduced benefits for those over 65. That would cover these 
| two sisters whom you have mentioned. 


Mr. Luoyp: So, from an administrative point of view, while we may get 
rid of some administrative problems we may certainly add some others. It is 
a matter of degree. 


Mr. EcKLER: There are not very many problems. 


Mr. Luoyp: I know how dangerous it is as a Member of Parliament to 
make any dogmatic statements of principles. They have a way of coming back 
later to haunt you, so you usually qualify what you say. So what I am going 
to say now is an observation leading to a question, and it is this: In dealing 
With matters of public finance generally, I think it is a sound principle to 
avoid deficit financing on things such as transfer payments and old age security 
and social assistance programs. 

Now, if this is right, the funds that you raise to finance this sort of thing 
should be pretty well related to the earning sector of the economy, and I think 

| Mr. Anderson was proposing this in his submission. Now, if this is so, then if 
We extend old age security to cover all the situations that we try to deal with 
in social system programs, we would be compelled to raise, for example, the 
corporation tax; we would be compelled to raise the personal income tax and 
| also the sales tax. 

Now, it is not just the sales tax alone, but it is a 4-3-3 program. 


Mr. EcKuER: Right. 


a 


bathe technical features of the plan. 


view in view of your statement? ; 


1 Iam interested in it, I am not an expert witness on that. However, I rea 


_ periods of depression perhaps act as an encouragement for employment. 


certain amount of cents per hour for pension purposes—three, four, eight or 
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incomes up to a level for this kind of Snulies, from an economic eit an : 
point of view? eve % 2 ae 


_ Mr. Eckuer: It is a new cr of tax. I am leaving my mile of act 
here, but much of what I have said is full of opinions, and non-act 
opinions at that. I am afraid that I am in an area of public finance, and, th 
feel that it is a new type of tax, this payroll tax, and it has merit from ° a at 
point of view. We have not attacked that area before. It is a new form of me 
but, in terms of incidence, I see really no difference between this and the 
other taxes that we could superimpose on it, and it might be far easier col- 
lecting it. 


Mr. LLtoyp: Are you among those who advocate the refining and — 
of the O.A.S. area? 


_ Mr. Ecker: Yes, this is in the first part of my brief. 


, 


Mr. Lutoyp: Do you also say that you would continue revenues from h at 
to the 4-3-3? : 


Mr. EckLEer: Not necessarily. The Finance Department might find other 
forms of revenue more convenient and sounder, but I do, in my suggestions 
for revision of the O.A.S., argue as strongly as I can for projections of bene its 
for long periods of time, and income to support those benefits, which may in 


Mr. Luoyp: What bothers me is that from the Chambers of Commerce ind 
the life insurance officers we keep getting statements that we should do 0m 
in the O.A.S. field and the flat benefit field, but I wonder if they would be a 
quick to support us if we had to increase (a) the sales tax, (b) the corporation 
taxes and also increase the personal taxes to satisfy that field. I doubt it very 
much. In my mind I think they would holler the other way and we would 
wind up with nothing for these people retired with 30 to 40 per cent of thei 
average salary on retirement. * 


This is, practically, a sort of political thing rather than an appraisai of 


Finally, I recall your having mentioned that there was a lot of ct : 2" 
in private plans. I think the term “‘cross-subsidizing’” has been used, and some 
of the witnesses we had before us gave the impression that there was no cro ss 
subsidization in private pension plans. Would you disagree with that point of — 


Mr. Ecker: Well, I have not used the term “cross- subsidization”. } did n 
use it today and I don’t want to use it. 


Mr. Lioyp: You did use the term “a lot of averaging”. 


Mr. Eckier: Let me give you some concrete examples of what I me 
We introduce a pension plan for a low age industrial group; let us say it is 
the flat rate type of plan. The unions and employers have bargained fon 


10 cents an hour. How is this income going to be divided up among he 
employees of various ages? .. 

It is obvious that if you are going to develop a reasonably adequate pen- 
sion plan, some of the young have to pay for the old in this plan—some of 
the old who are close to retirement age, or some already retired or who have 
another five years to go. If we have a common benefit formula for all the 
employees they will not be able to pay for all their benefits and this mus' 


Lan 
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_ come from the entire package, and this is where the average comes in. 
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Mr. LioypD: In other words, those in the lower bracket by an average 
. ‘ocess would be receiving more in terms of a paid-up annuity fund, if 
yo u like, from their contribution than others would receive. 


_ Mr. Eckuer: The older people. I gave you specific examples of a rather 
homogeneous group where income level is the same, particularly where the 
| average earnings are between $80 and $120 a week. These are subsidized by 
| the younger generation. 

& Mr. Luoyp: So that this is what is described as a windfall which ents 
|in private pension planning, in a sense for older people, and when we use 
| the word ‘windfall’, to be really comprehensive, we should observe a differ- 
| ence of degree between the windfall of the private pension plan as opposed 
| to the proposed Canada Pension Plan. 

Mr. Eckuer: I don’t like the term ‘windfall’. 

Mr. Luoyp: Neither do we. Thank you. 

The CHAIRMAN (Hon. Mrs. Fergusson): Senator Denis. 

Hon. Mr. Denis: Mr. Eckler, I think you agree that the old age security 
plan is a good one. 

Mr. ECKLER: Yes. 


Hon. Mr. Denis: Do you also agree that private contributory plans based 
on earnings are also good plans? 


_ Mr. EcKLER: Yes, I do. 


Hon. Mr. DENIS: Do you also agree that the maximum benefit according 
to this plan is 25 per cent? That is the maximum benefit we can get is 25 
| per cent of our earnings? 


| ‘Mr. Ecker: Yes, that is the benefit. It is not the maximum. It is simply 
25 per cent. 


ie Hon. Mr. DENIS: You agree that if we rely only on 25 per cent of our earn- 
| ings at retirement time— 


ie Mr. ECKLER: Twenty-five per cent of what they call the adjustment age. 


Vs Hon. Mr. DENtIs: Do you agree that it is not enough? It is not enough 
| for a good retirement pension—that is, 25 per cent of your earnings? 


? Mr. EcKLER: Well, that is the very thing on which I think we have slipped 
| up a bit, this whole question of treating this 25 per cent, the Canada Pension 
) Plan, as our old age security plan. It is part of our package: we have $75 as 
well for everybody over 70, and the two together have to be considered. 


Hon. Mr. Dents: That is what I wanted. You agree that this plan is good 
| as long as we keep the old age pension plan as it is? You must agree that if 
the old age security plan does not stay in existence, this part of the C.P.P. 
| is not so good? I would like to know if you agree that this is a plan combining 
| the old age security plan and the supplementary addition of this part of the 


_ plan. 
/ Mr. Eckuer: Yes, I think the two should be considered as one package. 
Hon. Mr. DENnIs: Combined? 
Mr. Eckier: But you want to go beyond that, not only for benefit 
purposes but for cost purposes. 
a 


_ -—Hon. Mr. Dents: Then, when you say there are uncovered groups you do 
“not take into account the fact that there are those who will not get at 70 
‘years of age $75 a month? 

: Mr. EckKLEeR: Well, you see the old age security of $75 is under an old 

age plan. It is only at age 70 that it is paid, and it is going to be permitted 

i age 65. There are no disability or death benefits there at all. 
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Hon. Mr. Denis: But do they cover those who are not sone ae Does 
that part cover— 


and other benefits 
Hon. Mr. Dents: Then, it should be added? 


ae 
Mr. Eckuer: I would say the addition of the supplementary benefits ta 
O.A.S. would solve part of this problem, if we can find the dollars for it, yes. 


month. 
Mr. EcKLER: Under O.A.S., bu not under the C.P.P. 


Plan go together, ‘so ee are all covered. 
Mr. EckLerR: Under the C.P.P.— 


Hon. Mr. Denis: But the C.P.P. is related to the old age security pla 1 
because the one does not go without the other; is that right? a 


Mr. ECKLER: Your Pane is that asa package—this 15s: rk understand yo 


You still do not cover this ten -year group in this transitional mites 
Hon. Mr. Denis: They will all be covered in 35 years from now? 
Mr. ECKLER: Yes. 

Hon. Mr. Dents: 35 years from now they will all be covered? 


is my pone 


Hon. Mr. DENIS: But there must be a starting point somewhere. I do - 
think you are a very old man, but did you benefit from the family allowancesi 


Mr. ECKLER: I beg your pardon? 
Hon. Mr. Denis: Did you take advantage of the family allowances? 
Mr. EcKuLER: I did not have much choice. 


Hon. Mr. Denis: But if you are old enough you did not take anything — 
out of it, and you are still paying for it. Wi 


Mr. EcKLER: That is the very point I am making. I like this honest, straight- — | 
forward approach. We know what we are paying, and what we are getting, 
and everybody is covered. * 


Hon. Mr. Denis: I know that my father never got the Old Age Pension, 
but does that mean that the Old Age Pension is not a good system? A moment — 
ago you were wotried about future generations. 


Mr. Eckuer: No, I was not worried about the future generations. 
Hon. Mr. DENIS: The young generation will pay for the old. 


Mr. EcKuLER: No, I never made that comment. You misunderstood me, or 
perhaps I did not make myself clear. I am not concerned about this cross- 
subsidization because I regard this as a social security measure. 


Hon. Mr. Denis: You consider this plan as a social security measure? 
Mr. ECKLER: Yes. 


should be enlarged instead of combining the two. 
Mr. ECKLER: Yes. 


Hon. Mr. Dents: According to the White Paper, in ten years from now thé 
fund will be about $4 billion. 
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Mr. ECKLER: Yes. 
Hon. Mr. Dents: So if you suggest that we should enlarge the scope of 


| the old age security we would have to raise $4 billion in ten years from all 
_ sources? 


Mr. EcKLER: We are raising it under the payroll tax. It is the same iidene 


| the only difference being it is a rather cumbersome method of raising money. 


Hon. Mr. Denis: But the same thing applies so far as the private pension 


| plans are concerned. 


Mr. Ecker: But they are voluntary. I think you can draw a distinction 
between a private plan and a state plan. One is compulsory and it is there for 


| all time, and the other is voluntary and flexible. 


Hon. Mr. Denis: Have you any idea of what the saving would be adminis- 
tratively if you eliminate the floor of $600? Have you any idea what “you 
would save so far as administration is concerned? 


Mr. Eckurer: No, I have not. I did quote the statement of Mr. Sheppard 


| about the million refund cheques. I do not know how much this will cost. 


Hon. Mr. Denis: But do you agree that there must be a staff to refund 


| payments? 


Mr. EckKuEr: Yes. It can be done. There is no question that it can be done. 


My only observation was: I do not see why. 


Hon. Mr. Dents: It all depends on how many cheques the computers can 
issue or how many cheques the staff can issue, but you can use the same staff 
or the same computer. It may mean that you will need one more computer. 


Mr. EcKueErR: I doubt that the costs would be that nominal. I think it would 


| be costly. 


Hon. Mr. Dents: You have noted that if this floor of $600 is there it has 


| the effect that a man who earns only $1,000 a year will contribute $7.20 a year, 


or 0.7 per cent of his total earnings. At the other extreme, a man earning 
$5,000 a year will make a maximum contribution of $79.20 a year, which is 
1.6 per cent of his earnings. This means that the smaller wage earner with this 
floor will benefit. 


Mr. Eckuer: I think he will, and it will remove some of the problems. 


The suggestion I am making is that we have a flat contribution rate, which is 


the American plan and has been from its inception. That does not mean we 
should not experiment, but we should do it with some prudence. I think you 
can achieve the same thing by varying the benefit and keeping the contribution 


| rate constant for this lower-income person. 


Hon. Mr. Dents: You said it would be hard for an employer to deduct 
because of this ceiling, but it would be hard only for the first time and then 
he would be on the same basis—earnings of $100 a month; contributions of 90 


| cents a month, and so forth. 


Mr. EckueR: I do not say, Madam Chairman, that it would be hard for 
the employer. I say here that it would be an administrative headache, and I 


| am thinking more of the administrative agency for the Canada Pension Plan 


than of the employer. 
The CHAIRMAN (Hon. Mrs. Fergusson): Senator Thorvaldson? 
Hon. Mr. THORVALDSON: Mr. Eckler, I have just a brief question. Although 


_ this may be a big problem I do not require a long discourse on it. Referring 
| to page 4—indeed, somebody else asked you some questions about this before 
_| —you say in the first paragraph: 


I am sympathetic with the desire of Quebec to run its own show . 
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Pipe aod I shall ae that aside for ie moment, put you go on 3 say: 
+ leet ... and the similar desire perhaps of other provinces. 


fo Tam wondering what is the reasoning behind that statement. I notice th: 
hedged a bit by using the word “perhaps”. I wonder if you would ca 
| expand on that. I ask this question because I know, that my own prov 
of Manitoba, for instance, has not made any suggestion that it wants to 
he into a wage-related plan, nor have I heard a suggestion that any of the smaller 
i provinces want to do so. Would you care to expand on that? ae 
fy _ Mr. Eckurr: The only province I have heard about is the province of 
Hk Ontario, in which I live. There has been extensive newspaper comments in 
this particular area, with statements from both the Prime Minister and some 
of his colleagues. a 

Mr. KNOWLES: Only one person knows, and he won’t tell. a 


Mr. Ecker: That is right. I can only record what I read in the press. 
Certainly there is a lot of discussion going on as to whether Ontario should | or 
should not run its own plan. F: 
Hon. Mr. THorvALDSoN: Following on that question, is there a desire, do 

you think, per se of entering the field, or would that desire be prompted by 
the reasoning that this plan is just not satisfactory and does not fill the bi 
that the province of Ontario feels ought to be filled? 


Mr. Eckuer: Well, there must be reasons for Quebec wanting to run ts 
own show, and the same reasons presumably would apply to Ontario. 
Quebec sees some advantages in it then presumably those advantages wil I 
apply to the other provinces as well. y 


Hon. Mr. THorvVALDSON: Let us go to your first statement, which is: ¥ 4 
I am sympathetic with the desire of Quebec to run its own show Sy + 
Would you expand just briefly on that, Mr. Eckler? SS 


Mr. Ecker: Well, the desire presumably may be related to having com- 
plete control of these funds which they would have, to some extent, even under — 
the Canada Pension Plan. I think that the control the province would have 

of these benefits, and the administration of benefits, without going to Ottawa i 
—TI think these are legitimate desires in terms of any province or agency. 
These must be the reasons for Quebec wanting to run it itself and for 
having to go to the genesis of the Canada Pension Plan. When the Quebec 
report of Mr. Castonguay was issued, this plan came out and then the C.P.P. 
was revised to meet it, to make some compromise with the Quebec pla n. 
Presumably Quebec was going on its own at that point. What the reasons 
are I can just speculate. I think it is a desire to run its own show. a 


: Hon. Mr. THorRvVALDSON: Having said that, I presume that in your mind the 
same consideration might run for Ontario, if it decides to opt out of the 
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plan? i 
| j 
Mr. Eckuer: I would speculate so. ef 
Mr. KNow.tes: May I ask a supplementary in that area? q | 
ty Hon. Mr. THorvALDSON: Yes. | 
i Mr. KnowLes: Would you make any comment on the difficulty thi at 
zn Ontario might face because of the fact that it does not have an income tax 
a collection system the same as Quebec already has? Would there not be a 


burden of expense on Ontario that Quebec have not now and might not t 
burden affect Mr. Robarts’ position? | is 


Mr. Ecker: I might only speculate again there. While Quebec has its own 
it might be that Ontario could make an arrangement with Ottawa to co 
operate in using its machinery. i 
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Mr. EckueR: They have done so in the case of hospital insurance. They 
lave put in elaborate machinery for that. I do not know what the plans are, 
whether they will try to reach an agreement with Ottawa to collect through 
the Ottawa machinery or not? 


i4 Hon. Mr. THORVALDSON: Mr. Eckler, following upon that, you make a 
_ remark which I have not heard made before in any brief, although it might 
have been included in some other brief. You say, on page 4: 


pe But surely these objectives could be reached by developing a national 
| earnings-related supplemental plan administered by a state agency 
representing the federal and provincial governments. 


| My question is, is it your idea that if such a plan were feasible and acceptable 
|to the provinces, is it your idea that in that event we might have a national 
‘scheme of some kind which might include Quebec? 


| Mr. Eckier: This is my hope, if it is not too late. I do not know. My 
“hope is that perhaps Quebec’s desires could be satisfied in this type of relation- 
| ship, rather than a plan run by Ottawa by itself, if it were run by some federal- 
| provincial agency. There may be examples of this, but certainly not on this 
|scale. This is a thought that occurred to me. Whether it is feasible or not, or 


}whether it could be considered mildly by Quebec, I do not know. I just throw — 


| it out here for what it is worth. I think that that might embody a common 
‘plan. What concerns me is not only the administrative problems of various 


| provincial plans but the inevitable variation in benefits that will occur over — 


\the years. 
Vi 


_ Hon. Mr. THorvaupson: I presume you would agree that in the case of 
Ontario intending to have a plan, it would involve a planning conference 

between the federal authority and Ontario, with the objective of working out 

this plan. 

_ Mr. Ecxuer: I think that would be necessary. 


| Mr. Munro: Do you feel that the negotiations taking place through 
; several federal-provincial conferences, with many meetings of top civil 
servants of both federal and provincial governments in working out the terms 
“of the present plan, have in effect created a single plan? There have been 
"participation and deliberations by both federal and provincial authorities, 
including Quebec. They were actively consulted and their own plan is, to all 
|intents and purposes, identical with the C.P.P., so it is fully integrable. Does 
ry not go along the road indicated by your suggestion? 

) Mr. Ecker: I really do not know how these agreements are reached, 


ea then the civil servants are asked to work it out. I know this has happened 
in some cases, where the civil servant might object to the difficulties here, 
¢ but his superior tells him: “Work it out, this is the agreement.” It might have 
| happened here, I do not know. It could very well be that the civil servants 

and the technicians were told “This is an agreement at a very high level, 
work it out.” This is speculative on my part. I was not involved in these dis- 


cussions but in other areas of which I have knowledge and in which I am | 


involved in governmental affairs, this happens frequently. A high level 


Wiesinisie As reached, with “damn the details and the problems”. rae 
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Mr. Munro: Would not this type of activity, which is fairly common. ‘in 
any federal state, not take place even with your suggestion? If it were 
state agency, any suggestions with respect to proposed changes would be dis- 
cussed at the political level. Would not the provinces and the federal Gover n- 
ment have to get together and try to arrive at some consensus and then t : 


technicians work it out? 


Mr. EcKuer: Yes, but it would be one plan. This is the point. It would be 
one plan. My concern is that we will have two separate plans, at least, in 
Canada, and they will not be identical, they will vary. 


Mr. Munro: When you say “two plans,’”’ what are you referring to? 


Mr. Ecker: If things go on as they are today, it would be the Quebec 
plan and the C.P.P., which in substance will be comparable—the exact word: : 
are “comparable, but not identical’—and I think Miss LaMarsh used the * 
also in her distinction between the two terms. 


as far as the Canadian citizen is paneeee that “comparable” means, for 
all intents and purposes, that they do have, as far as they are personally 
concerned, one plan. | 


of the population. There is fay type of requirement. There are neovisiGae also 
in the bill with respect to funding out features, that provincial representadaaay 
periodically meet with the federal authorities and with the federal actuary, the e 
officials of the Department of Finance, to review the status of the fund and any 
necessity for future contributions ie changes, and so on. With this insistence — r 
on it being comparable, as far as Quebec is concerned, with the rights of — 
the provinces to full participation in any future changes, with these provisions — 
concerning the status of the fund and other financial implications, I wonder — 
whether those provisions do not go a long way towards the end you have | 
expressed here? ee 


Mr. Ecker: I think not. This is what is troubling me. I have not seen 
the Quebec legislation. I do not know who has seen it. My understanding al 
I may be very wrong here—is that the provinces will still be given some 
flexibility, in varying from the federal plan, that it does not have to be 
identical but that in substance it should be the same. This is what troubles me 
—what happens five years from now, if the province that has opted out 
wants to make amendments in it? The two-thirds protection is only for the 
members of the C.P.P., not for the province that has opted out. That province 
can make its change three years from now by its own amendment. That is my 
understanding. it) 


Mr. Munro: On that one point, we could refer it to our adviser to the 
committee, Mr. Osborne. That is the point you have just raised. Perhaps he 
could amplify that? me 


Mr. OsporneE: Madam Chairman, I would refer you to section 115 of Bill 
C-136, subparagraph 1, which describes an “‘included province” for the purpose. 
of amending this leislation. It says: > 

(1) In this section, “included province” means a province other than 
the Yukon Territory or the Northwest Territories, except a province 
providing a comprehensive pension plan unless at the time in respect — 

ae * 
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of which the description is relevant there is in force an agreement 
entered into under subsection (3) of section 4 with the government of 
that province. 


) That means that if there is an agreement with the province of Quebec, it will. 
be an “included province” and its population will be included in the calculation 
| of two-thirds. 


: Hon. Mr. Crouu: That is not the point that was made by Mr. Eckler. I 
t understood him to say that the province could follow the plan without regard 
to the dominion. 


Mr. Munro: It would all depend if there was an agreement. 
Mr. EcKLER: It would depend on the agreement, which we have not seen. 
Mr. KNOWLES: But the federal government cannot change that. 


Mr. OsporneE: Madam Chairman, my understanding was that Mr. Eckler 
said that the two-thirds of the population would not include the province of 
| Quebec. 


Mr. EcKLER: That makes it even worse. 


Mr. OSBORNE: My point is that the two-thirds would include the province 
| of Quebec. 


Mr. EcKLER: I am speculating, but I would think that Quebec would be 

|} free to change its plan, but not the federal Parliament. It would need the 

consent of Quebec to change this plan, but Quebec would not need the consent 
of anybody else to change its plan. 


Mr. OssporNnE: This presupposes that with an agreement between the 
province of Quebec and the federal government there would be free leeway 
given to the province to change its legislation in any way it wished without 
“any prior consultation, and I do not believe the framers of the legislation had > 
this in mind. 

Mr. EcKLEeR: I am not suggesting the agreement would be that wide, but that 
it certainly might permit Quebec to make minor changes in its plan. I am in 
| a very speculative area because the agreement has not been provided. 


1 Mr. Munro: I should have put the question that if the agreement with 
' Quebec should co-ordinate the two plans and provide safeguards against 
| variations that concern you, and I am sure all Canadians, then have we not 
approached the aim you have here? 


| Mr. Ecker: No. I think this is black and white. I do not like black and 

white differences, because nothing is that way, but I think this is because you 
do give authority to one agency or group to make a change even though it 
may not be of major importance. What I am suggesting here is something 
radically different. I am suggesting one plan, not two plans. The agreement 
-which was made in the beginning is part and parcel of the one package. I 
| think there is a difference. 


Mr. Munro: Thank you. 


Mr. RHEAUME: Mr. Eckler, if in fact all the safeguards are there and the 
two are identical, and presupposing that any one province will not allow the 
changes, then would it not baffle you and other Canadians as to why there 
should be two plans? 


Mr. Eckier: Yes. I make an added suggestion, and perhaps I am going 
| beyond the act. I am suggesting that a joint agency be created, where you might 
| not have this three-month period, I do not know, by which the Canada Pension 
| Plan holds on to three months’ funds before the distribution is made. 


Mr. Rufaume: If in fact we have one plan anyway, your suggestion is 
that since it affects state and federal agencies, you would create the kind of 


te ae 


++ 


eb to” 


ee 


be 


Tie ee ee 


ative federalism, that perhaps it might be possible to have a little co- -operative 


Way it would be achieved. You see, the way the legislation works now, if f 


AG Ce ry oT hp td BRIN event MTS ore ek Te Wr nL Ra eee EST en 
PN AL dee te oy MOR Mani < a 


peu aes: LM rm 3 al i - a yer siege i on seh nee é Bis vee i 
nS ‘ FS : ’ . aoa hes ee ’ 
pam Bose ay pis al _ JOINT "covers me 


i eneding? administrate just one sulin ew 


a 

Mr. Prirtre: Madam Chairman, I do not feel that Mr. Eckler quite a 
ates that apparently there are fewer people in the old-age group in G 
than in Ontario. i] 


Mr. EcKLER: We have been involved in some of this as to His questio: 
the different funds. I do not see why this could not be done in this joint age 
as well. This is the very point I am making—why can you not do this with L 
joint agency? I am trying to avoid division in this type of problem. | 


Mr. Prittie: I agree with that. 


Hon. Mr. THorvaLpson: Madam Chairman, may I say that when I starte 
the line of questioning I did it was no part of my purpose to go into the det. 
of these arrangements of the Canada Pension Plan. My purpose, and I 
say frankly that I am sure other members of the committee must feel 
same way, was to point out that it would be much preferable to have an 

Canadian plan and that it certainly would be to the national advantage. T 
is why I mentioned this point. ‘on 

I take it, Mr. Eckler, that in your view we could have something in th € 
nature of—and I will use a phrase which is employed a great deal—co-oper- 


i) 


federalism in regard to an acceptable plan? Is that what you had in mints 


Mr. EckueR: I approached this not administratively, when I spoke of the e 
difficulties in a fragmented plan. I am not a lawyer or an administrative expe rt 
in government but I am just making a plea for consideration of this approach 1, 
if it has any merit. ae 


Hon. Mr. THoRVALDSON: Yes. That is all I want to ask you on that. 4 
There has been a lot of discussion about integration and its probler 
regarding the Canada Pension Plan. As you are aware, in most pension pla 
contributions are both from employer and employee. Some plans are con- 
tributed to by the employer entirely. Are there any more difficulties involved 
in the Canada Pension Plan than in any other type? RY 


Mr. Eckuzer: I would say the answer is no. In fact, there might be fewer 
problems, because you do not have the problem of what to do with ° the 
employee contributions. 


Hon. Mr. THORVALDSON: That is all. . 
The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Prittie? Be 


Mr. PRITTIE: One question, Madam Chairman, and it is not directed to t he 
brief, but about something to which Mr. Eckler would have some knowledge 
I believe it was stated yesterday that seven out of ten provinces had agreed 
on uniform legislation for private pension plans, and that that legislation 
would be similar to the Ontario legislation. My question is this: Will similar 
legislation by all these provinces permit portability within the provinces 
and between the provinces and private plans? I imagine you are familiar 
with the Ontario legislation? % 


Mr. ECKLER: Yes, I was on the Ontario committee. 


Mr. Prittie: If all provinces adopt similar legislation, will this provi 
portability in private plans between the provinces? 


Mr. EcKLER: I have not seen the official release of this yet, and only nov 

what I have seen in the press. I am familiar with the Ontario legislation < nd 
know many members of the commission quite well. I know what they 
attempting to do. The objective certainly is to have comparable legislation 1 
other provinces and reciprocal agreements between the provinces. This is 1€ 
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p derson terminates employment he will leave that employment with a little bit 
“pension stored up. If he should move say to Manitoba, he will accrue more 
| Be cion, So at the time of retirement he will have little bits in various areas. 
p-' presume by that time some agency will be established where these little bits 
Re pension could be tied together. ant is not in the Ontario act. The act has 


4 _ Mr. Prirtie: You are speaking of a central interprovincial agency? | 
| Mr. Ecker: I would think that would have to be done, yes. 


. Mr. Prittre: Then the Ontario plan will provide for portability, within 
Ontario at least? 

} Mr. Eckuer: For Ontario employment, yes. The same would apply to 
| Manitoba, Quebec and all the other provinces. If an employee had a little bit 
| of pension, he might say, “I have been in four provinces”—and he would have 
\a little in each province stored there, and until some agency is developed and 
all these bits of pension can be merged and remitted, I suppose he would get 
| cheques from each plan. However, I would hope that before that point was 
reached this would all be handed over to some central agency. 


Mr. Lepore: I have one or two questions, Madam Chairman. First, I was 
interested in your remark, Mr. Eckler, concerning “windfall” in a question put 


Mr. EcKLER: Not the same. But from one point of view there is a com- 


“not like the expression ‘‘windfall.” 


| by any other employee in the private plan; whereas in this particular plan, 
| certainly there must be some difference. Would you not say so? 


Ie Mr. EckLER: Madam Chairman, I make a distinction between employer 
| and employee in private plans; but in a union-negotiated plan it is very little 
‘different, because it is a packaged affair on both sides by agreement, that an 
| employer’s contribution could be omitted and given to the employee in 
higher wages, if he wished. This is my pension plan philosophy. 

| Mr. Legos: This is an arrangement by the employer himself in connection 
| with past services benefits? 

Mr. EckLeR: Which comes, in a sense, out of the wage package. 


J Mr. Lesor: If we extended it to that we could get involved in the fact 

_ the consumer is involved in every sphere of economics, so you have no relevant 

Tung in the stepladder. You go right back to the consumer, in the final analysis, 
_ because he pays for it all in any case. 


Mr. EcKuLER: Maybe we should. I do not know. 


Mr. Lepore: If we do this we are not getting a rung to hang anything on 
for comparison. 

I would ask you this question, why, when we have the O.A.5S., should we 
Mix the Canada Pension Plan with it, since the O.A.S. is given as a matter of 
citizen’s right, is it not, universal right? 


Mr. EcKLER: Residence. 


\ ow 


Bs Mr. Lrspor: The Canada Pension Plan is not considered to be a citizen’s 


right, but a contributory plan according to the way it is set up. One of the 
Witnesses we had before us said he did not believe they were mixed up. I 
say they are; and you say they should be. I am thinking, for instance, of the 


| parable windfall in some situations in the private plan as well. I said I did 


_ Mr. Lepore: The difference to me is simply that it is a past services benefit, | 
passed from the employer to the employee without any taxation or contribution 
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fact you mentioned your fears in connection with two plans. Let us suppose 
for a moment a province which has opted out of this plan, that is running its 
own plan, really wants to mix the welfare along with the suggestions made 
a moment ago when we were discussing it—really want to mix the welfare with 
a pension plan. Where does it put the rest of Canada if we do not keep the e 
O.A.S. and the Canada Pension Plan separate? “a 

Mr. EcKueR: I am not suggesting they be merged. You cannot merge them, 
It is an earnings-related supplement to the O.A.S. I am suggesting in my sub- 
mission, simply in terms of costs and benefits, that may be regarded as one 
branch, but they are two separate plans. Of course, they are two different types 
of plan. 4 

Mr. Lesort: That is my point, because if we get mixing these up we wil 
run into difficulties, and this is where I think we are going to have trouble in 
getting the people to understand the whole Canada Pension Plan, if we start 
mixing up the O.A.S. in benefits with a pension plan which is contributory. 
It seems to me if we carry the two together we are going to confuse the 
population. 

Mr. EcKLER: I am afraid they have to be kept together. If you are an 
employer setting up a private pension plan you would take a good look not 
only at the C.P.P. but also the O.A.S. in working out a plan suitable for your 
employees. They both have to be considered together from that point of view. 

Mr. Lepore: I agree with you as far as a private pension plan is concerned. 
That is the over-all contribution that that employee would like to negotiate 
with his employer because of these particular things, but surely, we would | 
not say this about the O.A.S. would we? 


Mr. EcKLER: There is something—and I am trying to answer your question B 
there is something in your question that troubles me, some emphasis on contri- 
butions. Whether it is to a social security plan or a private pension plan, q 
I do not personally put that much emphasis on it. : 


Mr. LEBor: I have a note here too on that. 


Mr. ECKLER: That is why I have been calling the “contributions” to the 
Canada Pension Plan a payroll tax and not a payroll contribution. F 


Mr. LeBor: I did mark in quotations “‘a social security measure”. You are 
saying you do not believe what we have before us is a Canada pension plan 
but simply a social security measure? 


q 
Mr. EcKLER: I do not want to use terms. You can call it Canada Pension 
Plan if you wish, but it is a social security measure. That is my point. = 


Mr. LEespor: A social security measure could be a lot of other yr 53 
beside. 


Mr. EcKLER: Yes, of course. We have a lot of social security measures — 
in our Canadian program. 


Mr. LEBoE: I would hate to see the two mixed up. 


Hon. Mr. THORVALDSON: Could I ask a question supplemenary to the ques- 
tion asked by Mr. Leboe? Mr. Leboe referred to the question of a “windfall”, 
and I think we were referring to the fact that various companies, when they : 
establish a pension plan, assume a vast liability and they put a large amount 
of money at times. 

Mr. Eckler, are you suggesting there is any relationship between, if you 
want to call it, a ‘windfall’, which is certainly a benefit to employee 
are you suggesting there is any relationship between those moneys and he 
so-called “windfall” we have been referring to in respect of any person 0} 
55 earning $5,000 and another person age 55 earning $2,000? The windfa 
which the $5,000-a-year man gets is about $15,000, and the windfall the other 


> gets is $9,000—which, to my mind, are moneys taken from other people. 
Jhereas companies, moneys come out of their own pian Are you suggesting 
hose things are the same? 

| Mr. EcKLER: I am suggesting a direct relationship. I was asked a question 
by someone else about private pension plans. I indicated that many employees— 
Ly the older group of employees—when a pension plan is introduced which 
bears little relationship to the contributions which they make, get—if you like 


comparable. 

Hon. Mr. THORVALDSON: Could you define ‘“‘in a certain sense’? It is paid 
‘by the taxpayer or the contributor? 
Mr. ECKLER: It might be paid to some extent by the contributor, because 
|without this he might have had higher wages or salary. 
| Hon. Mr. THoRVALDSON: Yes. 

Mr. Ecker: If it is a union-negotiated plan it definitely affects the cents 
per hour that he is getting. It does affect what he gets, so there is a transfer 
\there. I do not like the expression “windfall” and I have always stayed away 
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to call it a “‘windfall’’, then call it a ‘“‘windfall”’ but in a certain sense it is. 
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\from it, and I have been pursued on this particular point. When I try to sell 


ja pension plan, as I do, say, to some union members, I try to approach it 
jnot from the point of view of a “windfall”? but from the point of view that 
this is necessary for old age security for some of the older members. 

- Hon. Mr. THorRVALDSON: You will agree the windfall received by the 
$5,000-a-year employee is money which is not his own and which comes out 
of the public purse? 
ie Mr. EcKuLER: Of course, there is no question about that. 

Hon. Mr. THORVALDSON: And you will agree the type of money put into 
a private pension fund by an employer is private funds? 

Mr. ECKLER: Yes, they are private funds. 
} Hon. Mr. CrRouu: I understood you to say in talking about private employ- 
ers that the contribution is different and you differentiate. That was your 
\philosophy. You do not use the term but I use the term and looked upon it 
as “deferred pay’’. I use that term. 

Mr. ECKLER: Yes, I use it too. 


Hon. Mr. Crouu: Did you use it here? 


A 
| 
4 
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“my statement that without this provision for past services by employers, in 
an agreement or private arrangement, the immediate pay would be greater. 


Be Hon. Mr. THORVALDSON: You said “might” and not ‘‘would”’’. 
| Mr. Ecker: All right, “might”. 

rm Mr. KNOWLES: In this whole context wouldn’t you agree with the state- 
jment I think Mr. Churchill once made that insurance brings to the millions the 
magic of the averages? 

_ Mr. Ecker: Yes, sure. 
Mr. Muwro: Following on the senator’s point, I think this has to be dealt 


\gith too in any pension plan, be it public or private. It is not fully funded. 
‘There are cross-subsidies involved, so it is a common characteristic a person 


does not get back benefits in relation to his contributions. Would that be fair? 


; mp, ‘Mr. Ecker: I do not think the question of full funding is relevant. I think 
you can have a fully funded plan with cross-subsidies too. It means you have 
sufficient funds in hand to cover your liabilities. The question of where you 
apply it among the various participants is where the question of cross-subsidies 
| 21757—3 
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Mr. EcKLER: No, but it is a term I use frequently. That is the reason for 
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comes in. Certainly, any element of cross-subsidy in any of these plans would 
result in the beneficiary getting benefits not related to his contribution. — 

If I could just pursue another point raised by the senator, I too was inter. 
ested in your hope for a national earnings-related supplemented plan admin- 
istered by a state agency representing both federal and provincial govern. 1- 
ments. 

Now, I like to think that actually we have done the very best we can. Yor u 
mention the term “black and white’. I would suggest to you that in all reality 
in federal-provincial relations there is getting to be no such thing as black and 
white. It is all grey. However, we have endeavoured to do just this, and ] 
think that the end is very close to what you have indicated here for all practi- 
cal purposes. For instance, you indicated a concern about Quebec. My under- 
standing is that when they came forward with their own proposals they made 
several compromises and changes in order to come within the ambit of the 
Canada Pension Plan as far as provisions are concerned. They altered their 
ceiling. I think it was $6,000. . 


Mr. EcKLER: Yes, and the floor was $4,000. 


Mr. Munro: And they altered the exemption to $600 and the percenia 
was 4 per cent and the transition period was longer. Do you not think that it 
seems reasonable, if they are prepared to make these several changes in order 
to have comparable provisions with the Canada Pension Plan, and it is cer- 
tainly indicative, that they are prepared to enter this type of agreemedi ‘ 
Certainly it would indicate that they are trying to arrive at a consensus and. 
come to some agreement so that the plans will be fully integratable, and in the ft 
sense we are having one plan as far as all the principal features are concerned 
—contributory rates, benefits, and so on. In other words, all this has comm 
about from the agreement between federal and provincial governments, which 
is the essential element in your own suggestion. 

You are not going to get a state agency representing federal and provincial 
governments without endeavouring to come to the same type of consensus 
either. 


Mr. EcKLER: I would like to think that you are right, but I am doubtful 
Because of the way things operate in institutions, everything becomes institu- 
tionalized—institutions have been generated and developed in Quebec, and 
there is one in Ottawa—and institutions have their own self-preservative 
power and go on by themselves. a 

Certainly this agreement will be made with the most careful attention to” 
detail, but the fact remains that this is going to be a separate plan, and Quebec 
will have separate legislation which can be amended by any future legislatior Py 
_in Quebec. This is what has troubled me. There can be a change of government 
and all things may happen, and that plan can be changed. 

If you can draft an agreement now between the provinces and the federal 
Government which will take us down the next five years, then that is fine. 
But I am sceptical about it. oy 


Mr. Munro: To the degree that any government, federal or provincia ia 
can repudiate the action of its predecessor at the same governmental level, and — 
thus ruin the uniform features of any legislation, this type of action can also © 
destroy your concept here, can it not? 


framework. This is the fundamental point which I am making here. It re 
live by itself as well, whereas you are suggesting two institutions, maybe three 
—I don’t know—and each one will live by itself and this is my concert 
Granted that you can change the institutional framework, these have to live 
and work by themselves. ! 
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Mr. Muwro: In order to guarantee against any future changes in your 
concept you are contemplating constitutional amendments. 


F Mr. EcKLER: No, I am suggesting setting up an agency. Whether that would 
require an amendment, I don’t know; I am not a lawyer. I would doubt it, 
though. It is just a suggestion that I am making which I think might have 
| some merit and should be considered. 


Mr. Munro: I was just going to suggest that even such an agency, without — 
a constitutional amendment necessarily, could be repudiated by a subsequent 
} provincial administration different from its predecessor, and so on. 


Mr. ECKLER: It would be more difficult, though. 

Mr. Munro: A little more difficult. 

Mr. EcKLER: Yes, that is the point. 

The CHAIRMAN (Hon. Mrs. Fergusson): Is that all? 
Mr. Munro: Yes. 

The CHAIRMAN (Hon. Mrs. Fergusson): Senator Smith. 


: Hon. Mr. SMITH (Queens-Shelburne): Madam Chairman, I tried to get 
| your attention several times. 


The CHAIRMAN (Hon. Mrs. Fergusson): I am sorry. 


| Hon. Mr. SMITH (Queens-Shelburne): That is all right, I am very patient. 
| I have two very short questions, both referring to matters discussed before. 
| The first subject is that of integration. I would like the benefit of your advice 
from your experience and I know it should be good advice. I would like your 
| advice as to what percentage of retirement income from present pension plans 
| you would consider to be generous—or as some other brief before us put it a. 
| few days ago, “satisfactory” rather than generous—above which level it would 
be unwise to add the Canada Pension Plan benefits and the O.A.S. benefits 
as well. 


Mr. ECKLER: This is a relative thing whether it is generous or not generous. 
| Some of you may know that the Canadian Welfare Council is going to run a 
| conference on aging within the next year or two, and we had some meetings 
on this very question: what does a pensioner need to live on? It is a very 
difficult question to answer. What is generous? I really don’t know. 

: I think the job here is to compare benefits to costs. Take a look at other 
|needs. Certainly, the benefits should have some relationship to minimum living 
{costs, which vary from place to place, of course. In private pension plans 
| we always consider 70 per cent quite generous as a settlement because this is 
| one of the richest plans we have in Canada. This might be the upper limit 
‘of the Canada Pension Plan, 70 or 75 per cent. I don’t know what is the 
|minimum. I am not really prepared to say. . 


* 


Hon. Mr. SMITH (Queens-Shelburne): What you are saying is that when a 
|person at the day of retirement is making more than he did the day before he 
'|Yetired that is going too far. 

| Mr. EcKuER: I would say that is excessive. It is redundant. It could happen, 
|though, mind you, if we enlarged the O.A.S. considerably beyond the $75 level. 
|It could happen and they would have more income than they had before. 
| However, this will happen so rarely as to be not serious. 


Hon. Mr. SmitH (Queens-Shelburne): The other subject has to do with 
jthe minimum earnings level for participation in the plan. Are your chief 
reasons for suggesting that the $600 minimum should be removed concerned 
-|with administration? 


Mr. EcKLER: In my brief that was my chief reason. 
21757—33 
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The CHAIRMAN (Hon. Mrs. Fergusson): Are ieee any other quesiongtm 
Mr. MonTEITH: Madam Chairman, it is 12.30. oa 


The CHAIRMAN (Hon. Mrs. Fergusson): Yes, I know. I would like to tha 4 
our witness for preparing the brief and coming before us to present it a nd 
for supporting it and answering so many questions so very patiently. 


Mr. EcKuLER: It has been a pleasure, Madam. 4 
The CuHairMAN (Hon. Mrs. Fergusson): I would like to say, as Mr. Lloyd 


did, that it was quite interesting and refreshing to find that, although you have 
criticisms, your presentation was not all critical, but that you put some propo- 


sals before us. Whether we accept them or not, I assure you we will consider 
them. : 


Mr. EcKLER: Thank you very much. 


a 
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AFTERNOON SITTING . 4 


WEDNESDAY, January 20, 1965. 


The CHAIRMAN (Mr. Cameron): Ladies and gentlemen, we have a quo- 
rum. I understand that Senator Croll has something he wishes to say. 4 


Hon. Mr. Crouu: Mr. Chairman, I should like the department to have 
some information made available for me and the other members before w 
start considering the bill, whenever that time comes, and I should like th iis 
notice to reach the Heparinient so that they have ample opportunity to pre — 

are it. 
I would like to know: Under O.A.S., what would it cost to provide at 
a disability pension and a pension for women of 65, widowed or single. — 

In addition to that, I should like to know what would it cost under O. AS 
to increase the pension for those who are now 70. to $80, at 75 to $85, at oom 
$90, at 85 to $95, and at 90 and over to $100. 


The CHAIRMAN (Mr. Cameron): If you will give me that sheet of pap De 


‘2 
65 me 


you have I will give it to Mr. Osborne. Mg 


Hon. Mr. CrRouu: I hope you can read my writing. You will have fun. g | 


The CHairman (Mr. Cameron): You have heard the request of Senator | 

roll that we ask our economic adviser to obtain this information for him. 

Is it agreed that we get this information? That is agreed. s 
Mr. Knowles, I am dealing with a request by Senator Croll for certai 


information as to what the costs would be in regard to certain increases i 


the pension under O.A.S. at the age of 65, 70, 75, 80, 85 and so on. The com- 


mittee has agreed to ask Mr. Osborne to get that information for us. 


Mr. KNOWLES: I am very pleased to agree. As a matter of fact I was 
thinking of asking for similar figures myself. May I ask what the dollar fig 
Hon. Mr. Crouu: I asked for the dollar figure under O.A.S. to provi 
at 65 a disability pension and a pension for women, widowed or single, é 
65, and under O.A.S. an increase of $5. Those who are now 70 receive $75, a 
I am asking what it would cost if they receive $80. I am speaking : abo 


an increase of $5 every five years until you get to the age of 90 aa 


when it will be $100. 
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Mr. ONG ee What af was going to ane can be computed from that. I i 
a going to ask what an increase of $10 would cost at 70, but I can do the “f 
Itiplication. Hh 

_ The CHairman (Mr. Cameron): This is an increase of $10 at 80. e 
a Hon. Mr. Crouz: It is $75 now. ue | 
_ Mr. Knowtes: I was going to ask for the cost of an increase of $10 ah a 


age 70, but the information that Senator Croll has asked for will fill the 
bill. 
| ‘The CHarrman (Mr. Cameron): Thank you. 
ie Mr. KNOWLES: Mr. Chairman, since we are asking for that information I 
‘wonder if we could ask the department also if they can give us any figures 
jas to what it would cost to treat everyone as though he had $600 income. I am 
‘referring to the Canada Pension Plan, and I am referring to the discussion we 
had with both the Canadian Federation of Agriculture and Mr. Eckler this 
‘morning. Is that a figure that can be computed? 
Mr. OssporneE: Mr. Chairman, I should like to consult with the Department 
‘of Insurance before answering that question. 


I Mr. KNOWLEs: I shall be glad to defer my question until that conference 


ee 
| has taken place. 


hy 
Oh 


“to the commencement date of the plan at $600, or to take everyone in the 


[labour force who has not participated in the plan in any particular year and 
attribute to him a $600 income? 


Md Mr. KNOWLES: What I am asking for is information based on the assump-, 


words, since we are giving credit for $600 income at no cost to those who are 


idea generated in part by what Mr. Woods said the other night, and also 
another delegation. The effect would be to give everyone under the Canada 


f Mr. Osporne: The effect would be to have the universal flat rate Boueat 
ie. an additional flat-rate benefit? 

_ Mr. KNOWLES: The effect would be to give everyone $600. 

Mr. Osporne: This would not be restricted to those participating in the 


- Mr. a That is right. 
| i The CHAIRMAN (Mr. Cameron): Is it agreed that we seek this information, 
| Subject to Mr. Osborne’s checking with the Insurance Department? That As 


agreed. 
* We have before us this afternoon The Canadian Manufacturers’ Associa- 


jof the Board of John Inglis Company Limited of Toronto. I understand that 
| Mr. Style will introduce those who are accompanying him, and that Mr. Taylor, 
‘who will be introduced as the Vice President, Industrial Relations, of Union 
|Carbide Canada Limited of Toronto, will be their main spokesman. Mr. Style? 


Mr. H. B. STYLE (First Vice-President, Canadian Manufacturers’ Associa- 
du ced so I shall not re-introduce myself. I am here as First Vice-President of 


“my colleague and myself our pleasure at being afforded this opportunity of 


| Mr. Ossorne: Is the idea to blanket in everyone who has retired prior 


| tion that we blanket in everyone as though he had $600 income. In other — 


in the plan I am asking what it would cost to blanket in the rest. This is an 


| ti tion) : Mr. Chairman and members of the committee, I have already been intro- 


Canadian Manufacturers’ Association, and I should like to express on behalf | 
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appearing before this joint committee of the Senate and the House of Commons 
so that we may make known the views and recommendations of our associa- 
tion with respect to Bill C-136, to provide for the Canada Pension Plan. I make 
these comments in the absence of Mr. A. A. Cumming, who is unable to be 
with us this afternoon because of illness. 
Before I introduce our representatives to you I wish to assert that ou r 
association supports the principle of uniform contributory pension legislation 
for Canadians within the framework of a single plan which is centrally 
administered. es. 
May-I now present to you the representatives of C.M.A. Our principal 
spokesman will be Mr. Harry Taylor. I am going to ask the members of the 
C.M.A. delegation to rise when I mention their names so that you will know | 
who they are. 
Mr. Taylor is Vice-President, Industrial Relations, of Union Carbide of 
Canada Limited, and he has hended up the committee that has studied the 
pension plan for CANESA’ mt 
Mr. R. L. Auger, Manager, Employee Benefits Division, Aluminum Com- 
pany of Canada Limited. By) 
Mr. R. J. Beach, President, Beach Industries Limited, Smith Falls. 
Mr. C. C. Belden, Manager, Employee Relations, Dominion Bridge Company — 
Limited, Montreal. X 
Mr. J. G. Connor, Manager, Insurance and Pension Department, The Steelia 


We 
Mr. L. W. Fleck, President, The Alexander Flex Limited, Ottawa. a 
Mr. I. Freedman, Manager, Industrial Relations Department, The Canadian 
Manufacturers’ Association, Toronto. a 
Mr. Willis George, the Ottawa representative of The Canadian Manufac- _ 
turers’ Association. a 
Mr. J. K. Marcus, Supervisor, Benefits, Employee Relations, Imperial oil 
Limited, Toronto. Bale 
Mr. L. KE. Marrs, Manager, Personnel Accounting, Corporate Department, — P 
Canadian General Electric Company Limited, Toronto. Be 4 
Mr. J. P. Villeneuve, who is the Chairman of the Quebec Division Industrial \ 
Relations Committee, and also Vice-President, Industrial Relations and Per- ‘ 
sonnel, Johnson and Johnson Limited, Montreal. at 
Mr. W. D. Walker, Specialist, Policy and Benefits, Shell Canada Limited, ih 
Toronto. 
Mr. Jack Whitelaw, Executive Vice-President and General Manager, The 
Canadian Manufacturers’ Association, Toronto. 
Finally, Mr. L. F. Wills, Vice-President and General Manager, Honeywell if 
Controls Limited, Leaside. 
Now, Mr. Chairman, I would like to ask Mr. Taylor to carry on as our 
spokesman. 


4 


? 


The CHAIRMAN (Mr. Cameron): Thank you very much, Mr. Style, for — 
the list of members of the delegation. Mr. Taylor, our custom has been to 
suggest that rather than read the brief, as it will be printed in the Minutes — 
of the Proceedings, that you give a summary and then we ask questions — 
regarding the brief and the summary. 


Mr. H. TAYLor (Vice-President, Industrial Relations, Union Carbide Canada if 
Limited): Mr. Chairman and members of the committee, I will follow the pro-- i 
cedure indicated by the chairman. By way of preliminary remarks, I will 
introduce the various points which the association urges should receive from f 
this committee the attention which they deserve, as we think they should be 
incorporated in whatever plan finally emerges. 
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We are fully aware that there may be constitutional and related problems 


involved in the development of a single national plan centrally administered, 


| but it is our view that many people in Canada would in fact prefer a single 


centrally administered plan. It is also our view that many of these people would 


welcome further negotiations between the federal Government and the prov- 
| inces, having as a purpose a single plan centrally administered. Obviously, it is 
| our hope that in such a plan full recognition would be given to the points which 
| we are urging upon you. 


It is not our intention to support or challenge the actuarial assumptions as 


|} such on which the Canada Pension Plan is based. This has to do with the various 
) points appearing in our summary at page 13. 


I have commented briefly on point 1 and I propose to follow that sequence. 
It might be convenient if you would be kind enough to refer to that summary. I 


| propose to move on now to point 2 as listed in the summary on page 13 of our 
| submission. I repeat that it is not our intention to support or challenge the ac- 
| tuarial assumptions as such on which the Canada Pension Plan is based. How- 
| ever, we do feel there is an extremely large amount built up in the early years 
by way of advanced funding. We do not believe this is required to the same 
| extent as the plan contemplates. We realize of course that if there is a lower 
input in the early years there would of necessity have to be a higher input in 
the later years, if the actuarial assumptions turn out to be correct. However, it 


is the association’s view that this is a risk which should be undertaken by the 


Government during the build-up years and adjustments made as circumstances 
dictate when the plan is appraised from time to time. 

We recognize of course the need for a modest reserve, as our brief indicates. 
We think it is essential. Those reserves, perhaps, would be to meet contingencies, 


emergencies of one sort or another. However, we are not prepared to state what 


this reserve should be in any stated sum. We believe this is properly a matter 


. for the actuaries to determine. 


— 


—— — 


Moving to point 3, a great deal has been said about the need for educational 
assistance. While the association is not pleading the case for educational assis- 
tance, it does believe that the proposed Canada Pension Plan provides an op- 
portunity, in a small way, to contribute in this direction by exempting bona 
fide students from making payments into the pension fund from temporary em- 


ployment earnings that they may enjoy between school periods. You may know 

that the exemption is related by definition to the one you yourselves have used 

in the bill, having to do with a dependent child and it is lifted in fact from that 
reference. 


In respect to point 4, and introducing it, the proposal is to eleminate the $600 


exemption. We advance this mainly for two reasons. First, to provide benefit 


for those people whose earnings are below $600, by permitting them to par- 
ticipate and have access to a minimum benefit which is proposed in our brief and 


which amounts to $150 in so far as that $600 is concerned. That is to say, we 


would urge that the $600 be used as a basis, even though a person’s earnings 


_ were something less. 


| 


We believe this particular point is extremely important. We think it is 


| Important not only to manufacturers but to others and also important surely 


to the Government. We foresee terrific administration difficulties in giving 
effect to this sort of exemption, by reason of possible overpayments and perhaps 
some refunds. 

With regard to point 5, the association is very much concerned about the 
provision in Bill C-136 to fasten the main features of the plan to moving indices 
or what otherwise might be identified as a form of escalation. It might be argued 
that the 2 per cent per year is itself a safeguard against a runaway situation. 
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with the War Labour Board during the war years, administering a law which 


ment to persons who continue their schooling beyond 18, and your associatior 
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Our concern, Ha eneRe is deeper than this: et ie to ab with: precommitted ia 
creases in accordance with a set of values which themselves are affected by : 
further set of increases and which would go on ad infinitum. | a 


Some members here may recall that I personally happened to be identified od 


then had to do with wage control and the automatic cost of living bonus 
A point was reached where it was impossible to continue it. We had to 
abandon it completely. It is for this reason that we feel it would be a mistake 
for the Government to embark on a precommitted situation and then as a 
result we suggest that the review period should be introduced. 

I might take together points 6 and 7, which are interlocked. The associa- 
tion believes that the normal retirement age of 65 is a suitable age, but they 
are concerned that certain people in fact do wish to withdraw from the labou : 
force before this, for a number of reasons some of which we have listed ir 
the brief and which I will not recount here. 

We also are aware that a great many private plans do provide for normal 
retirement on a compulsory basis for women age 60, and there would be no 
opportunity for them to have access at this point to dhe benefit contemplated 
in the Canada Pension Plan. 

It is our view that there should be some access to this fund and it shoul 
not act as a deterrent to early retirement for those people who feel they must 
withdraw for health or other reasons. 

However, the plan as presently drawn does seem to us to preclude edtil . 
withdrawal from the labour force. As you well know, the age in the United 
States is 62—although we are not in the United States, of course. y 

With respect to point 8, this ties in very closely with early retirement, fe 
in the sense that it deals with, the amount of money which determines whether 
or not a person is in fact in a retirement status and therefore eligible for 
retirement. It is our considered view that this is not adequate at its present 
level. ‘ 

We included in our written submission reference to income tax exemption. 
It has been stated publicly and in a number of cases. We are assuming that it 
will be recognized. However, we thought it important enough to incorporate 
it. The suggestion is that the employer’s share should be allowed on a business 
expense and that the employee’s share should be a tax exempted amount. We 
have carried it one step further and have asked you to keep this in addition to 
the current basic exemption of $1,500. a 

Finally, in introducing the several points, we are suggesting that disabilit y 
benefits for employees be exempt from income tax. I do not know that much 
need be said about that. It is exempted on an insured basis; it is exempted, ] 
believe, in some other countries, including the United States. 

Mr. Chairman, that might suffice at this point by way of introducing 
the various points which the association wishes to place before you. We will be 
pleased to answer any questions which we can, and we have here people 


on whom we may call should the need arise. Thank you. a 


Mr. LLoyp: Mr. Taylor, personally I am sure I am expressing what other 
members have expressed as to how much we value your making this presenta: t 
tion to us and the constructive way in which you point out certain matters 
which should occupy our consideration. 7 

I am interested in this problem of the floor below which we are not taxed 
I know that you say you wish it eliminated. We had a similar recommendation 
this morning from a Mr. Eckler. What I am particularly interested in is the 
section dealing with the application of the contributions beyond age 18. 
believe that you believe the 10 per cent drop-out will not give equitable treat 
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ggests that persons over 18 but less than 25 years of age who are in full time 
attendance at a school or university be exempted from coverage. There are 
her ways in which we can achieve somewhat the same objective. I am won- 
ing if we might have the benefit of your views on alternatives. One, for 
ample might be to average a contributor’s earnings over the period from the 
| age say 21 to the date of his retirement or disability and to allow a drop-out 
9f 10 per cent of that period while retaining the payment of contributions from 
age 18; or to increase the drop-out of 10 per cent to 15 per cent or 20 per cent. 
Could we be favoured with your comments on those alternatives? 


_ Mr. Taytor: Yes. Perhaps I might comment and then ask one of our 
| representatives to share in this particular discussion. ; 
{| The first point you make with respect to age 21, and having to do with 
| the drop-out, would meet part of the problem, but not all of it, because we are 
trying to achieve a double purpose; one, the first one you indicate, and number 
|two would be to excuse this young fellow from making whatever payments 
i he would be called upon to make and so might assist towards his education 
}in a small way. I am quite sure your thought did extend to the second point, 
jalthough the alternative you offered had only to do with the first. Did you 
| wish to go farther than that on this point? You are familiar with the thing. By 
| way of illustration we could show you its impact, if it would be helpful. 


Mr. Luoyp: Yes, I think it would be helpful. 
| Mr. Taytor: Then I will call on Mr. Marrs to deal with that. 


| Mr. L. E. Marrs (Manager, Personnel Accounting, Corporate Depariment, 
| Canadian General Electric Company Limited): We have done a little research 
on this matter, and judging by Ontario school standards a man to complete a 
{university education with a four years course would be 23. It is suggested that 
‘this would be a rather unusual person, and that probably that average should - 
| be 24, that is, at least five or six years beyond age 18. Therefore, age 21 meets 
| part of that, as Mr. Taylor has pointed out. 
(pe The other point he made was that such a man working—and this was 
| quite usual—to assist in paying his fees, would have this particular period to 
| make contributions over the $600 figure. Admittedly, some people do not make 
;More than that, while others work as long as they can and do considerably 
better. It is quite possible for a person working for the full period not to exceed 
$600, which would be an additional drain on the father, or the other father— 
| the contributions made by governments for loan plans for students. Therefore, 
| your suggestion meets one part and not the other. 


ee Mr. LuoypD: One other question, Mr. Taylor. In representations made to us, 
quite a number of them dealt with the idea of urging government not to adopt 
|} the Canada Pension Plan but instead to improve upon the benefits in the flat 
| Yate field under the O.A.S. act and other related measures; but we find it 
| extremely difficult to get any guide lines from the advocates of this policy as 
; to how far we should go with that improvement. However, it was implied that if 
“you continue the O.A.S. you would have to continue financing probably on the 
| basis of 4-3-3, whatever the formula is. | 


if Mr. TAYLor: It is 3-3-4. 


7 


| 
| 
] 
| 


Le Mr. Luoyp: Now, under the proposals here of the wage rate scheme, we © 
do bring in a great many people at the present time who are exempted from 
income tax and make contributions to the pension plan, and this is relating it 
|to the earning field. What sort of recommendations do you favour, whether 


| 0.A.S. or Canada Pension Plan? 
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other. My difficulty with some of the advocates of the abandonment of the 
Canada Pension Plan in favour of the old age security approach is that one 
plan is not a funded plan and yet most of the difficulties that we are concerned 
with seem to arise out of the large accumulation of funds in the wage related 
plan. For that reason we are inclined to say that if you improve the wage 
related plan it is an acceptable method, a desirable method, from our stand- 
point, as opposed to going all the way down the other. I think they are two 
separate and distinct needs, and are compatible. I think they complement one 
another because they do to some extent meet different needs. ’ 

Mr. Luoyp: The problem I see is that those who advocate the extension 
of O.A.S. keep forgetting, it seems to me, that you are exposing yourself to 
more political pressures, political expendiency, in regard to flat benefits instead 
of making everybody aware in Canada that when it comes to social welfare 
payments they have got to be related to the earnings. You cannot defend deficit 
financing of welfare measures. You might deficit finance those things in the 
national economy which are calculated to contribute to growth at a future 
date, but you certainly cannot deficit finance welfare measures. How do you 
feel about this? 

Mr. TAYLOR: Well, actually I think we are concerned, because it seems to — 
relate itself to who pays for it, when you sort it all out; and in the OAS, 
approach, it seems to me that it itself is a form of tax and is not as such” 
allowable business expense, whereas a wage related plan is. For many situa- 
tions it would seem to me to be desirable if one looked at it selfishly. We have 
been trying to take a broad view of this thing, instead of viewing it selfishly. 5) 
If we did that, I think that if we were sure of our net tax position we might. 
conceivably have urged that you abandon the other, but that is not what we 
are asking you to do. 


Mr, LLtoyD: Now I see why you are emphasizing tax deduction, and I think ‘ 
your point is well taken. Thank you, Mr. Taylor. i 


Mr. CANTELON: Mr. Lloyd has covered the argument on that point, but 
I want to refer to that particular phase. I was much interested in your com- 
ments on page 9, paragraph 33. I think I might comment here that as far as 
I am concerned, I am a schoolteacher and interested in this earlier retirement 
position which you refer to, because it is going to affect people who do retire | 
generally at earlier than 65. Consequently, I would be happy with regard to 
this plan to have you make a full statement. 


Mr. TAYLOR: With your permission, Mr. Chairman and gentlemen, perhaps 
I might ask one of my colleagues, Mr. Marcus, to elaborate on that. He perhaps. 
has some more detail than I have w¥h respect to it, so with your consent, 
perhaps Mr. Marcus might deal with that. 


Mr. J. K. Marcus (Supervisor, Benefits, employee relations, Imperial Oil 
Limited): Mr. Chairman and members, as we see it there are two interrelated 
recommendations we place before you. I think the second one, as to actuarial — 
reductions, is quite sound. That is, the second recommendation, Mr. Chairm rt 
as to actuarial reduction of the Canada Pension Plan benefit and the Old Age | 
Security benefit, we feel, is sound and presumably carries no additional cost | 
with it. | 
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number of reasons, withdraws from the work force at age 60, as opposed to 
‘age 65, and we see this result coming out in the pension results. Number one, 
his contributory period would be from age 45 to age 65, which is a period 
of 20 years, of course, but the proviso to arrive at the Canada Pension Plan 
‘result is a 20-year period rather than the actual 15-year working period this 
|particular individual had. The result of this is to evoke a penalty on the 
|employee because, in effect, he is being penalized for the remaining five years, 
\from age 60 to age 65, during which he was not working. | 

True enough, there is 10 per cent allowable under the plan. This 10 per 
icent allowable in the case we illustrated would give a relief of two years. 
‘But, on the other hand, it may be the 10 per cent allowable should be more 
eo used at an earlier stage in his career, when he had either no earnings 


or very low earnings. 

| So, to recap our submission, we feel it might be not only proper but fair 

that where an employee actually leaves the work force prior to age 65 he not be 

penalized for the years prior to age 65 when, in effect, he was not at work. 
Mr. CANTELON: In other words, if you use the period from age 60 to 65 

as the period in which he does not work, these are the years of the highest 


income, normally, hence he is penalized because he cannot use the low years 
when he started? 


Mr. Marcus: That is quite true. 


Mr. KNOWLES: Mr. Chairman, as a some time critic of the Canadian Manu- 
facturers’ Association, I would like to have a few seconds to say it is very 
lwelcome to have a brief that may not agree with our plan, but that accepts 
|the fact we are going to do something and proposes to make certain suggestions. 
I may balance that before I finish. 

I am quite interested in your reference to the $600 minimum. As a matter 
of fact, you heard me ask for certain information about this before you took 
\the stand. 


Mr. Taytor: Yes. 


| Mr. KNOWLES: The plan itself provides for a $600 minimum, below which 
/there is no contribution, and in such cases there is no credit. 


Mr. TayLor: No benefit. 


| Mr. KNOWLES: Yes, no benefit. We had the Canadian Federation of Agri- 
culture before us a few days ago, and their representatives were concerned about 
\this. Their suggestion was that there continue to be no contribution for anyone 
ibelow $600, but that there would be credit for the first $600, as though that 
amount had been earned and paid on; in other words, a basic $150 pension 
for everyone. 

We had Mr. Eckler, an actuary, before us this morning. He has dealt with 
|\this subject. He proposes that there be a charge on the first dollar—in other 
jwords, everything below $600—but that the principle of weighting the benefit 
jin favour of those in lower income brackets be carried out by providing a 
‘higher rate of benefit on a lower band of income, something higher than 
the 25 per cent that is provided across the board. 

You have now given us another suggestion, namely, that there be con- 
i@ibutions right from the first dollar and that there be benefits accordingly. 
You have not made Mr. Eckler’s proposal for a higher rate of benefit, but 
you have proposed that anyone earning anything less than $600 be considered 
jas contributing on $600 in terms of getting the benefit of $150. 

I have lined up these approaches to it to indicate it is a problem. I think 
jit is fair to say from my discussions with other members of the committee, 
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a and all the rest of it. But would you agree there is validity to the princi 
weighting the benefit in favour of the lower-paid workers, as the plan | 
does and as the Federation of Agriculture plan does? And, if you do see va 
in that, could you come up with any suggestion other than yours? Yours 
away from the administrative problem. It simplifies things for the $300 
$400 person, but it does take away from the plan something that is now in 
is namely, a weighting in favour of the low-paid person. That weighting car 
(ie all through on a percentage basis: the $1,000 and $2,000 person gets, percent 
-——- agewise, a better benefit than the $4,000 or $5,000 person. a 


AW) Mr. Taytor: Our proposal establishes there is, in effect, a minimum n, 
presumably, for all wage-earners—and we are just dealing with them now. 
Whether or not they get $600, they would be entitled to a minimum. The act 
aS we have it currently drafted, does not provide a minimum, as we read i 
af This would do that. We recognize it buries the point you are raising with 
_ respect to weighting in favour of the low income person in your proposal. Ours 
does not do that. On the other hand, you do have a weighting in favour of the 
lower income people in the other component of your total program. In other 
By words, there is no distinction with respect to earnings on the O.A:S. sectio n 
by of your plan. ‘ 
: It would seem to me that to carry out your proposal you would be ex 
i tending that principle into another segment of it, and the question bothers me 
My a little as to whether it ought to be there, though it was originally drafted ther a 
whether or not it should be accommodated for an appropriate period of time 
in the other segment, rather than say that everybody has a weighted beneal it 
and everyone has a common salary or amount plus something. id : 
I have some reservations personally, but let me turn this particular poin at 
over to Mr. Wills, who is sitting to my left, and who has been invited, who 
studied that in little more detail. Len, could you offer any views you have that at | 
either confirm or deny the point, because the point has not been raised to us 
Ny in the form in which you have raised it, Mr. Knowles. We were concerned about 
the administrative problems, and we think this is something that warra nt 
_ attention, if for no other reason. 


Mr. KNOWLES: I agree with you about the administrative problem, but. v 
are also concerned not to lose the weighting factor. We have had before us 
f people like the life insurance officers and Life Insurance Underwriters, and 
iN others, and they are aware of the weighting the O.A.S. does. They approve a 
i that, but they have also complained about the C.P.P. in that from their point 
of view it gives greater benefits to those further up the scale. People in lines 
snot dissimilar to yours saw no cbjection to the amount of waiting we do have . 
because of the $600 minimum in the C.P.P. 


Ra Mr. WILLS: You have heard alternative arguments which we could ad- 
vance on the difficulties embodied in the act. These are administrative diffi- 
culties. I don’t propose to discuss those, because I am sure you are aware of 
nS them, but I would like to comment on the point you just raised, sir, if I mig sht. 
In the proposal as I understand it they provide a higher rate of benefit on @ 
lower level of contribution, or of income, and you would have arrived at that 
turn-around point on which you probably would have difficulty. ’ 
etn - You could possibly arrive at a situation where you were paying as 


~ 


be or more dollars for less dollars of earnings than you were for some large 
§ amount, because of the percentage break-point. I think that the association 


would more favour a minimum payment regardless of the amount of earning 
from the fund as a matter of social justice or social equity. 5 
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he principle we prea have in Vie plan, which, as you say, is a if ore of 
cial justice. 


_ Mr. Wits: That is correct, sir. It would just introduce another measure 
of administrative difficulty with workers moving from one area to another, and 
| with the rates to be applied. 


Mr. KNOWLES: Now, I would like to ask a question again of Mr. Taylor on 
| another field. You have spoken rather strongly of the desirability of having 
one plan for administrative purposes, and I address this question to you as 
| probably the most representative group of Seale that we will have before 
this committee. 

I take it that you feel pretty strongly about that. I think it is fair to sa 
that we feel that way in the committee as well, but we are faced with the fact 
|} that one province has virtually made the decision to stay out, and do you 
| think we should change that provision in the act which permits other provinces 
to opt out, or to take steps to avoid any more fragmentation of the plan? 


7 
1" 


1 Mr. Taytor: I don’t think there is any point in locking the door after the 
horse has left the barn, and this is the sort of thing you would have by changing 
| the section. I don’t think changing the section in the bill would preclude opting 
| the province concerned would not opt in the first place. Perhans they have not 
opted in. So it may be that that is not the remedy. I think the remedy is to 
| invite a conference to convene in whatever form it needs to be convened in 
/ order to reopen negotiations. Our group is not convinced that with the right 
‘kind of plan, and when the wishes of a large group of people are known, that | 
| this question cannot be resolved. 

We think it might be resolved and we think another effort should be 
attempted to resolve it. Therefore, removing opting out is not going to accomplish 
much. 


Mr. KNOWLES: You would like to see it accomplished, but:in some better 
| Way? 


7 Mr. TAYLOR: Removing opting out is not the way, unless you can ‘Tequire 
| other provinces on a compulsory basis to opt in. . 


Mr. KNOWLES: I don’t think there is any such thing as opting in. The 
| legislation is legislation for Canada, and it is only by virtue of the legislation 
| that it says that it will not apply in any province having comparable legisla- 
| tion. 


Mr. TAYLor: I don’t want to get too involved in the constitutional question, 
| Mr. Knowles, but, if by eliminating opting out we could achieve this, I don’t 


‘3 You people are more skilled as to how you ought to go about it than we 
| are, but if you think it should be undertaken we are not satisfied that the “no” 


Mr. KNow.Lgs: I am prepared to leave the question at that. 


Mr. Macauuso: Mr. Taylor, we assume from your representation here that 
| the association would be strongly against the Province of Ontario setting up 
_ its own comparable benefits as against this present bill. 


_ Mr. Taytor: I don’t think we want to identify ourselves with that particular 
tement, because you are selecting a particular province. 


Mr. Maca.uso: Let us say any province. 
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Mr. TayLor: We are opposed to any province going it alone. thal 
obviously having the cake and eating it too. We have asked for one pla 
centrally administered. 


Hon. Mr. THORVALDSON: When you say eye province”, you include Quebe 
do you? 


os 
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Mr. TAyutor: I include all provinces. 


Mr. Macatuso: Mr. Taylor, when I stated Ontario, I was thinking juste of 
the situation existing there, and when I said “‘any province” I assumed that tha it 
included the province Senator Thorvaldson mentioned. 


The CHAIRMAN (Mr. Cameron): I think Mr. Taylor has cleared the matte : 
up very thoroughly. 
Mr. KNow Les: I just have one other question; I suppose this is the com- 
plement to my compliment. 4 
I know that I am looking at words and that words have different meanings 
to different people, but I am a little bothered about your sentence in para- 
graph 5, and you use the phrase in two or three places, ‘The Association 
has long recognized there is a social cost of doing business and its members 
are prepared to meet their fair share of this cost.” 
Now, I wonder if I can make just this brief statement? It seems to me that 
doing business is part of the economy of this country and that our economy 
as it exists is operating for the people in it, and I wonder if we could not find 
some less offensive, or better, phraseology than that phrase: ‘“‘the social cost | 
of doing business’? It sounds like business is a sort of god which is prepared | 
to do something for people. 
Do you get my point? I think you have it upside down. § 


Mr. Tayitor: It may well be that there are better ways of saying it. I am 
sure, however, that you are aware that this is an old expression, which has 
been used ever since I can remember, and all of us, I think, have an under 
standing of what is meant by it, and oe was meant at that time, and it has 
been used not only in Canada ae in international circles. So the general state- 
ment is actually borrowed from what we thought was common usage. x 

Now, if they appear to be offensive words I would be happy to have | 
substituted alternative wording having the same purport. 


Mr. KNOWLES: You would agree that business and oe economy exist for 
the people in the country? | 


Mr. TayLor: That is one of the many reasons for it. 
Mr. KNOWLES: I know enough to stop when I am winning. 
The CHAIRMAN (Mr. Cameron): Mr. Aiken. 


Mr. AIKEN: Mr. Chairman, I would like to ask Mr. Taylor about the earliel 
retirement recommendation that is in the brief that is suggesting that a person — 
might retire as low as the age of 60 and receive a benefit actuarially reduced. 

Now, I wonder if the actuarial figure that the old age security would — 
actually be reduced to at 60 is available, and at the same time what the pension — 
rate of $104 at 65 would amount to at age 60. The reason I am asking this is 
that a person aged 60 might retire at the age of 60 on a voluntary basis, unless” 
there was some test for early retirement, and then accept a rather small old 
age security provision, and a rather Shin Canada Pension Plan, and later put 
himself on welfare in his latter years. I would like to ask that fees two figu es | 
be available and whether, in view of this, you would provide a test of some 
sort for earlier retirement. 


Mr. Taytor: I do not come here with any specific figures, sir, as to what 
the actuarial equivalent would be, because there are a number of factors and 
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I believe there is more than one table used for calculating mortality and other 
things, but I am quite sure any actuary can get those figures for you and your 
. staff men could. 

13 Now, whether an acceptable test as to whether or not a person has in fact 
withdrawn is possible, I think it is simply a question of his having actually 
| withdrawn from the labour ee and being in a retirement status and declared 


What we have in mind is this; there are a great many plans that a lot 
‘of people are anxious to have—people who want to retire for reasons of health 
jand other reasons, but their health is not such that they can qualify for normal 
| disability credits. These people, we understand, would like to have access to 
some pension, and they would be willing to sacrifice in order to get something. 
Furthermore, as the plan is worked into private plans there will be a 
|hiatus between the time some private plans are available at selected ages 
when people will qualify, such as the 60:30 combination, which is a very 
popular trend. There is then no payment from Government sources, and this 
seems to us to be a mistake. That should be actuarially corrected. While there 
will be some cost—we are not suggesting there will not be—it will not be 
very much of an extra cost because what you are doing is putting a man on 
‘a level benefit governmentwise. 


Mr. AIKEN: I wonder if we could secure figures of that type through the 
| committee? 


The CHAIRMAN (Mr. Cameron): We can ask Mr. Osborne to obtain them | 
| for us. 


Mr. AIKEN: Yes, if he could. The reason I raise this is that the old age 
| security rates from age 70 to age 65 cuts it in half—in other words, from $75 
down to $51, roughly. It appears to me if you cut it from age 65 back to age 
160 it would be an even greater percentage of reduction, and the old age 
‘security at age 60 might actually amount to very little. It may be that this is 
|the reason why the minimum age in the United States is 62. 


The CHAIRMAN (Mr. Cameron): May I suggest that you put exactly on 
| the record what you want? 


Mr. AIKEN: Yes. I would like to have the amount of old age security ac- 

| tuarially reduced to be payable at the age of 60 from its present rate of $75 

}at age 70. Also, what the actuarial reduction of the maximum benefit of $104 
at age 65, assuming a full benefit period, would amount to at age 60. 


Mr. Taytor: I wonder, Mr. Chairman, with your consent, if I might under- 
| line one point so that there is no misunderstanding of our position. We are 
not advocating a retirement age of 60 in the sense that it may appear. We have 
declared ourselves in favour of a normal retirement age of 65, which is the 
}one proposed in your bill. We are saying that there will be a certain segment 
} of our society who will wish, voluntarily or other wise, to retire at an earlier 
age. These people will be denied access. It is that group with which we are 
| concerned. We would not be in favour of supporting full benefits at age 60. 
‘This is not what we are advocating. 


Mr. AIKEN: You would then suggest a rather strict requirement test? 


| Mr. TAyLor: Yes, an appropriate test; I do not know how strict it ought 
to be. 


| Mr. AIKEN: Then, there is one other question I should like to ask about 
| funding. This is to be found at page 5, in paragraph 17, where you suggest 
that the present plan might be put on more of a pay-as-you-go basis than it 
| is now. We have had evidence before the committee from several groups which 
)} refers to what are known as the windfall provisions, that go to people around 
| the age of 55 with maximum contributions who will retire at age 65. Now, 


ee 


ald making the hit a hagunasyatt: nat oie involve dome premiums i . tk 
earlier years to the point where the windfall might actually be increased. 


Mr. Taytor: This is a possibility at certain income levels,. but I think 1 W 
have to go deeper into the problem from that which is apparent from the 
question as you have phrased it. Our committee has taken the view that m ] 
of what seems to be criticism, both public and otherwise, in certain quar 
stems from the fact that there is a large pool of money that is going to be u 
for a secondary purpose, whereas basically our position is that here we are 
talking about the pension plan. The primary purpose of the collection of fund; 
is to provide benefits, and the other is a secondary purpose. Now, what you 
say is true, and this is one of the consequences of achieving another purpose 
which, in the view of our committee, is the greater and more important. — 

Mr. AIKEN: Then, you are suggesting this would be an actuarial problem 
that would have to be worked out in such a way as not to increase the wind- 
fall benefits—if possible? 
| Mr. TAYLOR: Weil, I would not be too concerned there because I do not 
think the so-called windfall benefits arising out of this particular point tha at 


we are talking about are going to be significant. The windfall benefits are for 

_ those people who are currently at age 55 and who probably are at the maxim m 

income level. I think this will be self-leveling over a period of time. I thin! 
your problem is a temporary one. 


mi; 
a’: 


Mr. KNOWLES: Yes. 
Mr. WiLus: Mr. Knowles is saying: “Yes”. 
Mr. KNOWLES: It is nice to know that we can agree. 


Mr. AIKEN: Will the funding decrease as you get beyond the normal ad- 
justment period into the area where you do not have this large fund avail- 
able—that is, between 10 and 20 years? 


Mr. TAYLOR: Yes, but in any private plan you accumulate funds to moll 
a particular contingency. This is a different situation, as we see it, with respect 
to government. It seems to us that we just do not think you need to coll ct 
this much money as quickly as you are collecting it, and we are prepared, as 
manufacturers here, to meet higher costs later in order to meet what needs 
to be done. But, we do not think you should collect this much now, and inte 
duce a series of problems because you have got too much money—I was goir 
to say “with which you do not know what to do’’, but I am sure you will fine 1d 
something to do with it. 


Mr. AIKEN: I am not an economist, sir, but it seems to me that the only 
way in which you can accomplish this would be by lowering the pre aS 


_ during the earlier years. 


Mr. TAaytor: May I ask one of our men to supplement what I have bead 
saying on this point? I will ask Mr. Belden to answer you. He is knowledgeable 
in funding matters, and he can pick up the matter from where I left it. i 


Mr. C. C. BELDEN (Manager, Employee Relations, Dominion Bridge Com- 


pany Limited, Montreal): I think it is possible to have a large fund. It might re- 


sult in some reduction in the contributions in the earlier years. I can see noth 
particularly wrong with this. There is a great difference of opinion, e 
amongst expert economists, as to whether or not the withdrawal of 
amount of money from the private sector of the economy and putting it into 
the Government sector is going to have an effect on our economy as a wh 
Which side you believe does not make much difference, but I think we 


_ playing safer if we do not withdraw so much money from the private sec to} 


at an early stage, but to build up to this thing. We can add up our costs latel 


: when we get a better view of the matter and see whether some of these ass mp- 
tions we are making now are actually going to happen. 
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Mr. AIKEN: I wonder if I might ask if in order to reduce the impact on 
the windfall benefits the adjustment period might have to go longer than ten 
| years—perhaps into a 15 year period, or so—in order to level out the people 
. who pay earlier and get the greatest benefits? 

Mr. BELDEN: Frankly, I cannot become too concerned about the windfall 
benefit because, as has been pointed out, it is a temporary proposition. We 
| had the same thing in private plans in industry when they were introduced. 
\In most companies when a plan is first introduced the company undertakes 
| to make certain payments into the fund to take care of services the employees 
| have the benefits of at the time the plan is introduced, and in fact this is what 
} we are doing in the Canada Pension Plan, it seems to me. 

Mr. LEBOE: When you talk about past services benefits in a private 
pension plan, are you suggesting that there are past service benefits arising 
} out of this plan as it is now envisaged? 

Mr. BELDEN: To the extent that you are going to provide people at anven od 
| ages with the same kind of income that you provide for young people, I believe 
that is so. 


| Mr. LEBOE: And for past service? 


| Mr. BELDEN: Service to the community is perhaps not the proper term. 
| It could be age, if you wish. 

} Mr. Lesoe: I think that is true and that is the point I wanted to make. 
It would be picked up to be used in that light and that is why I want to 
‘pin it down a little more. The employer pays the shot in the one case and the 
‘people in the community pay the shot in the second case. 


Hon. Mr. THORVALDSON: In regard to the money which is put into a 
private pension plan at the beginning, in order to make it solvent for the 
future, the fund that the company takes out of surplus and puts into that plan, 
do you suggest for a moment that that has a similar relationship to a pension 
plan as the so-called windfall that we are talking about in this plan? 


Mr. BELDEN: Let me explain this in a different way. 

Hon. Mr. THORVALDSON: You are certainly disagreeing with a number of 
‘people. 

Hon. Mr. Crouu: Not at all. Disagreeing with you. 


Mr. BELDEN: When you get into a plan of a private nature, you have a 
number of people 60, 61, 62, 63 years of age at the time of introduction of the 
plan. They will not have been in the plan long enough to get an equity in it 
which would be adequate for retirement, so special provisions are made for 
those people. This is the same principle as is being adopted by the Canada 
Pension Plan. 


Hon. Mr. THORVALDSON: Would you explain where the money comes from? 
Who pays the money that consists of the windfall we are talking about? Let me 
put the case to you. This case has been put to us several times. Take a person 
aged 55 when this plan commences. He and his employer make certain pay- 
‘ments which amount to about $1,200 and we find that he has a vested interest 
In that of approximately $15,000. That is the case of a person who has a salary 
Of about $5,000. Then take the other case, of a person who has a salary of $2,000 
or $3,000. He and his employer have paid into the fund and he became eligible 
for about $952. He has a vested interest there of about $9,000. Would you agree 
with me that the excess that these two men get—one of course gets more than 
|the other because he is on a higher salary scale—would you agree that the 
| so-called windfall they get comes out of money paid by other Canadians into 
_' this plan? 

. Mr. BELDEN: That is right. 
21757—4 
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| Hon. Mr. THORVALDSON: ‘Do you say. that is in a similar category. 
fund that is put into a pension plan by a private company? . 


Mr. BELDEN: I can see no difference in principle. 


Hon. Mr. THORVALDSON: Why do you say ‘no difference in princigieas ? Is 
it not true that these are public moneys paid by the taxpayers of Canada, or at 
least the contributors in the case of the Canada Pension Plan, whereas the othe 
moneys are private funds? 


Mr. BELDEN: To a certain degree, some of the other moneys are public 4 
Wo because if we do not use those moneys to pay for the past service SHE the 
mes employer, the employer will certainly pay them in taxes to the Government. | 


bi Hon. Mr. CROLL: Provided you are making money. a 
ny Hon. Mr. THORVALDSON: Why do you say that you are going to pay this’ x 


You have a company which takes a million dollars out of surplus and puta it 
i into a private pension plan. Why do you say you would pay that in taxes 1 
the Government if you did not put it into the private plan? 


mE Mr. BELDEN: If you are in a profit position, that portion of what you pu t 
ss into your pension plan will be paid out. 
mie Hon. Mr. THORVALDSON: I thought you paid corporation tax on profits that 
you earned this year, not necessarily out of past service—is that not right? — ; 
Mr. Wits: In actual practice it is paid not out of surplus but out of prom 

of the future, whenever it is permissible under the tax regulations. 
ts Hon. Mr. THORVALDSON: I admit there are cases I happen to know of where 
sit is not done out of surplus. ; q 


v's 


Mr. Luoyp: I believe the witness said there were some instances where 
past service benefits were funded to appropriate services in the future, or w 
iN it Mr. Thorvaldson who made that statement? 


aN Mr. Wits: I think it was the senator who made that statement. Even if 
i, such cases did arise where past service benefits were contributed from outed IS, 
the surplus itself is taxable on distribution, is it not? a 


Se Mr. AIKEN: The objection raised before the committee by one or two 
witnesses or groups of witnesses is that in the case of the windfall bene _ it 
is the younger workers and in some cases the lower paid workers who will pay 
for those windfall benefits to the better paid who have a shorter neriodil 
Peat time. This is the objection which has been put before us. My real purposely in 
starting this line of questioning was to determine whether the pay as you g 
basis, which would result in lowering the payments for the earlier contributors, ; 
would not actually increase the windfall benefits to those also? r 


iD Mr. TAytor: It is a question of degree. You must remember that much 


i has been said here and elsewhere about this windfall and of course the same 

fe principle applies on the O.A.S. side. « ie 
iF Hon. Mr. THORVALDSON: Do you agree that other workers have to pay that it 
tt windfall? 

i Mr. Taytor: It has to come from the sources from which the funds 
© themselves come—the employers and employees, I presume in this case. 


Hon. Mr. THORVALDSON: You agree with that? 
Mr. TaytLor: I cannot help it. It is in the act. 


rae Hon. Mr. THORVALDSON: We are having trouble in getting apresmiera 
uP) that. On page 13 of your brief in your summary paragraphs 45(1), I a 


we interested that your first item mentioned that all provinces are not included 
_ the plan. I might suggest there is some significance in that being your num be: 
--—s one:-recommendation. We all know that in the Manufacturers Association : 


Fe 
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» Mr. TayLor: Yes, 100 per cent. 
Hon. Mr. THorvaALpson: In your first point you say that uriher considera- 
fon and negotiations might be undertaken to achieve a single plan. I am sure 
|most members of this committee agree that it would be preferable to have a 

\C. P.P. which includes everybody. Would you like to make suggestions as to what 
consideration or negotiations there might be, now you have indicated your 
view? 

- Mr. Taytor: I think that I would have to limit myself to the prenatal 
‘rather than the negotiations in the sense that they are sometimes used. We have 
|stated as a purpose of these negotiations that there be developed a single plan 
‘to be centrally administered in which all provinces are included. Now, the form 

they are to take I think you people would have to devise, hoping that if one is — 
|developed it would incorporate those things we are currently urging upon you. 
|I do not know if it would mean another meeting of prime ministers. It is_ 
something that I think you would have to work out yourselves. We are not 

| suggesting how you go about it, but we are suggesting that we hope it can be 
| jachieved or accomplished, and we will have to leave the methods to you people. 
|I think there are questions of constitutional law, and who has the right to be 
| where. I do not think we want to become involved in that. 

Hon. Mr. THoRVALDSON: I think your answer is right in line with the view 
|of the witness we had this morning and with whom the same problem was 
j} discussed. He had the same reservations in regard to it as yourselves. 

) Arising from that, we had Mr. Moffat of the Eddy Company before us a 
| couple of days ago, and you know his problem; he is on both sides of the Ottawa 
| River and has technical troubles by virtue of the present situation. 

Let me ask you this question: Is it a fact that your problem would be 
1 greatly minimized if there had been one satisfactory plan, rather than one 
where a province is opting out? 

Mr. Taytor: The answer with regard to the technical problems is yes. I 
\qualify it by saying provided it is a suitable plan. I am not going all out and 
Say any plan. 

Hon. Mr. THORVALDSON: I agree with you on that. I think I included the 
|word satisfactory plan. 

Mr. Taytor: Then I accept that. 

The CHarrman (Mr. Cameron): Mr. Cété has a supplementary question. 


I Mr. COTE: I want to ask a question with regard to one plan. You are 
aware, naturally, that Quebec had their own views on the pension plan and 
it was quite different from the federal one. They had in mind to have their 
own plan, even if the national plan would be the same. But don’t you think 
they made some very good negotiations and that the government did a very 

good job in trying to get Quebec and the federal plan on the same basis so 
that it would be just like a universal plan—-the same in Quebec as in the other 


provinces, and that we really explained some very good things through the 
negotiations to come to the final decision? 


f 
Hp Mr. TAayLor: If one answers your question and accepts the statement you 
/ made—“Don’t you think the government has done a very good job in getting 
‘| where they are?” My answer is no. If they had done the type of job we wanted 
| to be done, they all would be in. So I can’t say they have done a good job 
lif I they have not achieved the desired result advocated; and we are asking to 
have the machinery put in motion again. 
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Mr. COTE: You are aware that Quebec has a right to have their own pl ; 
as has every other province? 


Mr. Taytor: I am quite aware, but we feel that we should have anoth 
run at it. 


The CHAIRMAN (Mr. Cameron): Mr. Macaluso? 


Mr. Macauuso: Mr. Taylor, my question refers to page 8 where the asso- 
ciation deals with all contributors earning less than $600 a year as belonging 
to one category which should be entitled to 25 per cent of $600, that is, $150 
per year by way of benefits on the present maximum pensionable earnings 
of $5,000. 

Has the association come up with any figures as to the number of people 
this might cover, and what is the total of the additional cost this might ona 
in giving a flat benefit in this one category? 

Mr. TayLor: No, we do not have any figures at all. We have no means of 
collecting such statistics. d 


‘ 
Mr. MacaLtuso: Apparently, Mr. Osborne is not here. } 
Mr. KNow tes: I asked for figures. They are probably working on them. 
Mr. Macauuso: Thank you very much. 
The CHairmMan (Mr. Cameron): Mr. Basford? ; 
Mr. Basrorp: Mr. Chairman, I just want to add a few comments. Someone 
described the kind of people you represent, Mr. Taylor, as ogres of Canadian 
big business. I think the constructive attitude of this brief certainly dispels. 
that view. f 
Mr. Taytor: Thank you. iN 
Mr. Basrorp: Your brief seems to indicate that this problem is a social 
obligation of business and government. : 
Most of my questions have already been answered, because I was interested 
in paragraphs 9 and 10 with which I agree thoroughly. 43 
I am wondering if the C.M.A. has made any representations to the ten 
provincial governments along this line? ; 
Mr. Taytor: I am instructed that in a general way this has been done with 
all governments. : 
d 


Mr. Basrorp: I notice your proposal that negotiations be reopened, an 
that we have another round of talks. You said a moment ago that you di 
not want to suggest ways in which this should be done by the government. 
I am inclined to think that another round of talks would not be very fruitful 
at the moment, and I would like to suggest that the C.M.A. through its ten 
provincial divisions or branches again make immediate representation to the 
ten provincial governments that you would want to see them to discuss a 


satisfactory national plan. E 
Mr. TAYLOR: We would be quite prepared to take that under advisement 
and to give it full consideration. ‘i 


Mr. BasFrorp: I certainly wish you would. 
Mr. Macauuso: We could use your help. 

Mr. TayLor: We will take it under advisement. fi 
The CHAIRMAN (Mr. Cameron): Senator Croll? % 
Hon. Mr. CROLL: All my questions | have been answered. That is not going | 


was said by my friend, Ron Baerond: and ek that this is a reasonable and 
constructive brief which certainly has impressed the committee. On the othe! 
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| ‘ 
Paend, it is what we expected from you. Although I had not any questions to 
ie ask a minute ago, I have since prepared a few, just because you brought the 


jboys along with you, and they seem so well prepared: 
I want to be able to go back and say “This is what I told the committee”. 


First of all, there was something said in the brief in connection with the 
age of retirement at 65. It was mentioned at various times. What is sancrosanct 
about 65, and not 64 and 66? Why 65? Where did it come from? 


Mr. TAYLorR: I cannot answer where it came from. I have been around 
}pretty nearly that long myself. It seems to me that it has always been more 
or less bounced around. I suspect it may have originated from those people 
twho were then writing private plans. I have not any real reason for it. 


Hon. Mr. Crouu: Mr. O’Dell, who is the research director for the American 
U.A.W. came to our Senate Committee on Aging. We asked him that question 
‘and he said that is exactly where it came from, and it got thrown into the 
joriginal pension plan, and someone said, ‘‘We will fix it at 65,” and we have 
ben stuck with it ever since. 

There is some suggestion here, and as a matter of fact you used the term 
|“social cost,’ which gives me an awareness, of course, that you have exercised 
a social conscience. Now, you realize this is a double-decker plan. You have 
\stuck to your last, and this brief deals with the pension plan as it is, and is 
very clear on that. Was there not some discussion amongst your group about 
{the other element that is not covered, for instance, under the O.A.S., that 
fis, 70 years and over, who are not caught up by the first portion of the plan? 
|Did you give it any thought, was there any discussion? 


| Mr. TAYLOR: Certainly. We discussed every possible phase of the whole 
}pension idea; but we must remind you that we are here as manufacturers 
representing manufacturers who themselves employ people in the main, most 
‘eof whom are less than 70 years of age, and we feel that perhaps it is someone 
else’s responsibility to speak for that group of people who are not identified 
with manufacturers. We felt it did not belong in our submission, and we have 
hot taken a position on it. We are sympathetic to their problem, however, 
but we felt that by and large they are not, in general, employed people. There 
are some, but they are not in most companies. 


Hon. Mr. CroLu: What collateral problems did you consider in connection 
with the plan on which you do not express yourself here, and in which you 
think you are involved? 


: Mr. Taytor: Well, I do not know that I can outline what you call “col- 
lateral problems”. I would be more disposed to ask you to name any particular 
problems you want to know whether we talked about. 


Mr. KNOWLES: He opened the door for you. 
Mr. MacaAuuso: Close it quick. 
Mr. TAYLorR: I am closing it quick. 


Hon. Mr. CROLL: You did close it a few moments ago when you said, “We 
are manufacturers and we are dealing with the problem that is before us, and 
this problem belongs to someone else, although we are sympathetic to iv??? 


Mr. TAytLor: That is right. 


Hon. Mr. Crouu: I thought if you had few expert views on that aspect of 
it you might deal with it, but since you did not offer anything, that is all right. 


Mr. Taytor: Thank you. 
The CHAIRMAN (Mr. Cameron): Mr. Gray? 
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Mr. Gray: I Phitile the Uetione I at oe SS eee been quit 2 
__- pletely covered, and I just wish to associate myself with those who ¢ 
mented the witnesses for the nature of their brief. I think I will pass the « 
ae 

ss) 


tioning on to the next questioner. Matt, 
I might add: Even though I cannot say I have always agreed entirely 1 
the association in the past, and I do not suppose I will in the future, 
i pleased to note the way they have come before us attempting to deal cong 
tively with the specific bill we are dealing with. I was very interested to ne 
that these hard-headed, practical men of business support and accept the C n- 
ee ae tributory principle of this bill, and that they have accepted an argument y 
‘ have made in questioning other witnesses with respect to bonuses and wil 
Hin: | falls. It is the same thing we are doing in this bill and is a very common 
feature in the private plans you people buy or put into effect for yout 
employees. 


NG f The CHAIRMAN (Mr. Cameron): That concludes the list of people who indi- 
cated they wanted to ask questions. 4 


Mr. AIKEN: Mr. Chairman, there has not been very much questioning on 
the matter of escalation which is in your brief, and I think it is clearly enough 
y -_-presented that you feel there should not be an automatic feature, but th 
ae should be a review period every five years. There is one single question I w 
to ask. Would you suggest the review be by legislation or by administrative 
ie order? 


ie ‘ Mr. Tayitor: I would be satisfied to have the review by administrat 
voy order at reasonable periods, and I would hope the review would be undertaker 
OF by qualified people—and by that I mean actuaries, in the main. 
re Our position on the escalation, I think, is obvious. I do not think any boul 
at this point really knows aU VEE 2 per cent is too much or not enough. | 
_ think we should not pre-commit. I think we can decide that for ourselves, pr rO- 
- —-wided we do not decide it every 12 months. I think we have to have a per. iod 
He in which this thing will jell because, as I understand the bill, there is a move- 
bia ment in one direction only, and I do not think it is sound. I ould be satisfied 
Ruy with an administrative directive as opposed to legislation. I could live with 
either. 2 
: Mr. AIKEN: Would this assume a formula of some type in the bill by 
hs which an administrative order would be governed; and, if so, would not 
‘bring about roughly the same result? a 


Hy: Mr. TayLor: Well, you recall in our statement we said we hoped this wo ld 
‘be done ex political expediency. We hope it could be divorced from planning 
7 for certain things that have a political overtone, and that it could be done mas 
pa objective and detached way. I do not think we could here spell out exactly a: 

ae the details of how this should be achieved. Every private plan is review od 
eh from time to time. The principle of review is all we are discussing with you. | 


Ba tae Mr. AIKEN: You would suggest, in any case, fixed reviews? 


t — Mr. TayLor: Yes. We would be satisfied provided they were at reasonable 
. ss intervals—certainly not less than five years. 


i. i Mr. AIKEN: Perhaps I should not be giving evidence, but it rather occurred 
nike to me as a result that legislation at a fixed period might be preferable because 
as then the formula would have to be devised by the legislators. 1 


Mr. TAyLor: May I qualify what I said earlier. We are presenting an ide 
an objective. If it can be handled more effectively legislatively I think ¢ 
people are in a better position to decide than we are. I think if it could | 
handled otherwise, administratively, we would be concerned with the objecti ’ 
aS and that it be achieved. 


me = ‘ 
ey have been exposed to Orders in Council and many other things, some 
of which have worked just as well as other forms of directive over my lifetime. 
a I do not know one has had many more general acceptance than some other 
method. I think this is something you people are better equipped to decide. 


ia Mr. BASFoRD: I was going to ask somewhat the same questions as Mr. Aiken. 
| We seem to be on the same wavelength in so far as his opinion of Mr. Diefen- 
| baker is concerned anyway! 


ip Mr. CANTELON: Don’t ask him about Mr. Pearson. 
| Mr. Basrorp: We had Mr. Anderson before us the other day, the chairman 


| indexing, which you recommend against, he suggested that if indexing was 


the level of increase in productivity and avoid the alleged bad effects of tying 
it to the cost of living index. I was wondering if I could have your comment 
on it? 

Mr. Tayior: Yes, we are suggesting it should not be tied to anything as 
| such. We feel an examination during an appropriate review period should 
take into account a lot of things, including the things you are mentioning— 
wage levels, the cost of living and all the other factors that have an influence 
‘on general conditions within the country, the economic climate as it then 
exists, and so forth. We are suggesting that to narrow it down to a specific 
thing—whether wages, cost of living, the consumer price index, the G.N.P. or 
any other factor—is itself too limiting. In any event, we are telling you we 
jystand for a program that does not include pre- -commitments of any sort of this 
or anything else— 


ee 


| we do not like any pre- -commitment. Therefore, we do hae like any indexing 


| for this particular purpose. 

‘i _ Mr. BASForD: His feeling seemed to be that by tying it to productivity any 
| increase would result from an economy which was able to support such 

I increase. 

| i Mr. Taytor: I am not prepared to accept any index of productivity, and 
Iam sure my colleagues would not. All we have to do is raise prices and we 
| have a different level of productivity, and I do not think it is a suitable basis 

| on which to base it. 


KY Hon. Mr. THORVALDSON: Productivity depends on population level, and 
a lot of other things. 


Mr. Taytor: It depends on a lot of things. It is a poor basis, and we are not 


| willing to support it. 
| question was also about the feeling on escalation. If there is unanimity on 
| this side of the table in this question, at least we are in disagreement with 
| the witness. 


ies 


| tion clear that you are opposed to automatic indexing on the basis of the 


Pensions have been paid in. 
e 
er. 
Would you re-phrase it? 


Bs | 


| review the level of pensions. You can review the level of pensions people now 
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| of North American Life. His was a very helpful presentation, and in discussing 


| tied, rather than to the cost of living, to the wage index, this would tie it to . 


¥ There is another question or two I would like to ask. You made your posi- | 


| Consumer price index. I had hoped there might be room to consider the wage — 
| index and productivity, but you are opposed to automatic indexing of any kind, 
| though you are not opposed to review of the level of pensions even after those 


Mr. Taytor: I am not sure I understand the question as you phrased it. >4 


Mr. KNOWLES: Well, I will try again. There are two times when one can — 


“9 


_Mr. KNOWLES: I hope it does not lead to some nasty remark to say my 4 
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working will get when they retire; or you can review the level of pensions | a i 


1382 JOINT COMMITTEE 


people already in retirement are getting. Are you willing that in both cases 
there be set reviews from time to time? 


4 
Mr. TAYLOR: We are suggesting the Canada Pension Plan be reviewed. 
That means all the benefits derived from it. ? 


Mr. KNOWLES: Including the benefits people are already receiving? 
Mr. TAYLOR: Whatever is in it, yes. 


Mr. KNOWLES: Your basic statement on this is on page 8, paragraph 29, 
where you say the association recognizes pension benefits cannot remain at — 
the same level forever. You go on to state your objections to pre-committed — 
increases based on an index. Do I gather you would be willing for both kinds 
of pension benefits that are referred to in Bill C-136 to be reviewed? That bill — 
outlines the Canada Pension Plan per se, but it also refers to old age security. — 


Mr. TAyLor: I think, to be realistic, all pensions have to be reviewed. \ 
Whether we ask them to do it or not, they are going to do it, and they ought — 
to do it from time to time. 

I think what is adequate today might not be adequate in the year 2000. © 
For us to stand here and say “No, they will not be reviewed” is not being 


_ 


" 


the time comes there should be the opportunity to say whether fey will be 
amended or not. 


Mr. KNOWLES: If they don’t review them some of us will ask them to do it, a 
Mr. TAYLOR: I am sure you would. 


realistic. 
The answer to the question is yes, they should be reviewed, but, when 
if 


ve 
By. 


Mr. KNOWLES: Mr. Taylor, one other question in this field. The bill before | 
us has two kinds of indexing and, if I am not misinterpreting what you said 
in your brief and in your Poon so far, you are only referring to one of 
those kinds of escalations. 


Mr. Tayitor: No. 


Mr. KNowLes: Oh? You refer also, do you, to the escalation involved in — 
computing the kind of pension a person will have at the time of his retirement? — 


Mr. TAYLOR: Yes, I think this should be reviewed and the circumstances 
involved at the time in regard to it; all the circumstances surrounding it at the 
time should be reviewed. 


‘ 
i 


Mr. KNowLEs: Is it not a fact that many pension plans have automatic 
adjustments in them in that they are based on the average salary across a 
man’s working career, or sometimes the last five or 10 years, or the best of a ~ 
certain number of years? Is that not in itself an automatic scaling up or down 
of the pension benefit, and is it not what the C.P.P. proposes? I am not talking — 
now about the 2 per cent increase after retirement, but the proposal that the — 
computation be adjusted. Is that not something which takes the place of this 
other kind of automatic adjustment? 


Mr. TAYLOR: We are quite aware, Mr. Knowles, that there are two types — 
primarily: one that is related to final earnings over something like the last 
five or 10 years, and another which is described as career benefit earnings. — 
I think if we are going to have a high level inflation for a protracted period, — 
the career type does not as a general rule provide enough, and, therefore, some 
supplement or adjustment is made. So now the pension is not necessarily in 
the form of an escalation, because you do, presumably, have a situation where — 
through collective bargaining and other matters you do negotiate what the — 
wage chances will be and, presumably, might take into account all the con- 
sequences of wage changes. Me 

Here we are talking about private plans versus government plans and it 
seems to me the manufacturers would not have any degree of control, whereas” 
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| with private plans there is some degree whether or not they elect to exercise 
| it and take the risks that could accompany the private plan on these things. 


Mr. KNOWLES: Thank you, Mr. Taylor. May I ask one other question in 
another field, and it has to do with the size of the fund. Despite our known 
disagreement, I am in agreement with your position that the collections for 
pension purposes should not include an element which is collected for another 
| purpose, namely, for developmental purposes. 

| However, would you not agree that it is reasonable to establish at the 
initial period of the plan a rate of contribution that could remain level on a 
projected basis for a reasonable period of time? : 


Mr. Taytor: I don’t think that that is necessarily as important as the 
consequences. Let me put it this way: If such a rate could be determined that 
would achieve what we are asking to have achieved, the answer to your ques- 
tion would obviously be yes. If it cannot, then I would have to say no. 

Now, we are suggesting the rate that is presently proposed would not do 

what we would like to see done. In other words, there is too rapid a build-up. 
| Now, it may well be that our purpose could be achieved and we could still 
have the flat rate. That is, it would not necessarily have to be altered during 
| this 10-year build-up period, for example, although we are suggesting a five- 
j|year review. 
I don’t think the common rate is the key to the thing, surely. What is really 
| of concern to us is the fact that here we have a large pool of money that is set 
-aside, and we are suggesting, because you have authority to tax that you just 
don’t need that kind of money so fast. 

Mr. KNOWLES: Some of us have said that the present rate makes the plan 
neither pay-as-you-go nor completely funded, but that it is in between these 
‘two, and I gather you would rather get it a little closer to pay-as-you-go than 
it is. 
| Mr. Taytor: Definitely. As we say in our statement it is a loose term. I 
don’t know just quite what the term means; it means something different to 
different people and we are saying that it is too high a level of advance funding 
with the present set-up, and it should not be as high. How high it should be we 
have to leave to the actuaries. 


Mr. KNOWLES: Thank you. 
The CHAIRMAN (Mr. Cameron): Mr. Munro. 


| Mr. Munro: Mr. Chairman, I was just interested, Mr. Taylor, in page 1 of 
your brief where you have indicated that “It may be interesting to note that 
more than three-quarters of the Association’s member firms employ less than 100 
persons.” 

I was wondering if you had any approximate information of those three- 
quarters of the association’s member firms which do employ less than 100 people, 
what the private pension plans were like or the number involved or the number 
of these particular firms that have private pension plans. 


Mr. TayLor: We have not got that information. 
Mr. Munro: There is nothing? 


Mr. TayLor: We have not got it at all. I am instructed that we have not 
tabulated that in any form which would be usable in the sense you have phrased 
your question. 

Mr. Munro: Mr. Taylor, do you have any figures as far as the number of 
firms which would be members of your association, say, which hire less than 15 
employees? 


Mr. TAYLOR: How many? 
Mr. Munro: Less than 15. 
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ae Reon Aan 
ae Mr. TAYLOR: Fifteen? | a 

f a vein Mr. Munro: Yes, can you give an ateroat hints mueber et . +. 

eg its: Mr. TayLor: Mr. Whitelaw, who is the executive vice president, is perhap 

o more knowledgeable on this and I would defer to him. iy 
f 


Mr. J. C. WHITELAW (Executive Vice-President and General Manager, The 


ea) 

va Canadian Manufacturers’ Association): Mr. Chairman, approximately 75 per ce 
of the membership involves plants with less than 100 employees, and I wo 1¢ 
us , say that roughly something like more than 50 per cent of that 75 per cent wo il¢ 
oe employ less than 50. Now, we have not broken that down below the 50 level, DU 
Naa I would hope that might help to assist you with the answer you are seeking. 

i ii Mr. TayLor: Perhaps I could comment by way of a supplementary remark 
_--~-‘What we are attempting to put before you is that the Canadian Manufacturers 
el Association is not, as some people think, made up of just a small group of large 
RS complex organizations. It is not. Its main bloodstream runs through small orga a 
Ye Mt izations and these larger ones are very much in the minority. | 
fey Mr. Munro: I see. That is why I was particularly interested in your ex- 
Aine perience in smaller firms whether you found that the smaller the firm beca ne 
He as to the number of employees, say under 15, whether it was a rarity that suck 
a firms had any private pension plans at all. 


Mr. TAyutor: I am afraid I cannot answer that; I am sorry. ' a 


Mr. KNow es: Mr. Chairman, as a supplementary question, do the wit- 
nesses know the number of employees represented by the membership of 6, 0003 


Mr. WHITELAW: I would say in answer to that question that it would be j just 
roughly under one million. This is a figure that we utilized back in 1962 in a 
nection with our appearance before a committee in Toronto involving Senator 
McCutcheon. That was the figure we used at that time, give or take a ‘a 

thousand. q 

Mr. KNOWLES: We have just about the same number in our labour com ee 

Sress. : 
Mr. TayLor: As a matter of fact I think we have been pleading sor a 
of their case today. . 

Hon. Mr. THORVALDSON: This information may have been given bea 
but out of that million do you know how many employes are covered i 
private pension plans? Or is that figure available anywhere? 2 

Mr. WHITELAW: I am afraid I cannot answer that specifically, senator. E 
have not attempted to assemble that type of information. 


ge 
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Mr. WILLS: This is just hearsay, but I saw a figure relating to that. 


Hon. Mr. THORVALDSON: I think it would be very interesting to know. It 
may not be possible to get the information. We do have certain informatior 
through the D.B.S., but I quite recognize why you would not have that informa- 
tion. 

_ Mr. Witts: Just as an aside, when Mr. Whitelaw says there are nearly 
a million employees he is, of course, including those of us who are here. | a 

Mr. KNOWLES: Yes, and I was including Claude Jodoin and the others 

that other figure. 


ri The CHAIRMAN (Mr. Cameron): Are there any more questions, Mr. Munre 0! 
ay Mr. Munro: No. Z 
Ma The CHAIRMAN (Mr. Cameron): Mr. Lloyd. : 


Mr. Luoyp: I have a supplement to Mr. Knowles’ question. It has to di 
with the matter of indexing—in effect, increasing benefits by some crite rio. 
I agree with your association, Mr. Taylor, that if there was one une 
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pla an, sim ae maiiistertsl and agreeable in form to all the ee aa govern- e 
ents, perhaps indexing would not be necessary. The only thing that bothers __ 
og is that when we do have, in fact, one province out, and we look at the 
prov sions of this bill and see there is room for benefits at provincial levels, it. eRe 
seer: s to me that one of the values of indexing, or one of the values of the ee 
“esc ‘alation is some prescribed formula that is as conservatively low as this, 
that it is possible there may be agreement and an avoidance of a breakaway oa 

to a variety of benefits. Do you think there is some merit in this? ay 


Mr. Tayitor: I do not want to seem facetious, but I do not think we ‘a 
should correct one mistake by making another. Pe 


_ Mr. Luoyp: But this kind of indexing might have the effect of Pecbire ae 
benefits level throughout the country. It might have that effect. Where there __ 

3 portability to be considered I think you might be able to maintain a greater 
“degree of universal benefits with indexing as a guide line. I do not know Kt 
Whether this was agreed to among the premiers when they met with the | 
zovernment. 


va 


in 
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2 Mr. Taytor: It is hard for us to support a situation which is at variance: 


with our main theme, which is, mainly, that there still should be a single plan. © 
‘Tam not sure that we Should support something that does not follow our 4 
|main position. ae 
[p The CHAIRMAN (Mr. Cameron): Does that conclude the questioning? ae 
Mr Macauuso: I should like to move a vote of thanks to this delegation | 
who have submitted a very fine brief. This is one of the better submissions 5 
i th at we have received, and I think it has given us much food for thought. 


_ Mr. Styte: Thank you very much, Mr. Chairman. May I thank you, on iid 
| behalf of the C.M.A., for the very kind reception you have given us. Our people 

su inder Mr. Taylor have worked very hard on this, and I am sure they are very 

|p eased at the complimentary remarks that have been made at this meeting. 

ie There is one point I would like to clarify. I came out when Mr. Taylor 

f was asked as to whether the C.M.A. had put forward its views on one national = 
plan to the provincial governments. This has been discussed with all of our 
| provincial organizations, but we have not directly put forward our views to 
it he provincial governments in a formal way. We might very well consider send- > 
ng them a copy of this brief with an accompanying letter. eae 
ly May I ask now Mr. Villeneuve to say a few words in conclusion? ee 
ae 


| (Translation) oS 
he Mr. J. VILLENEUVE (Chairman of the Quebec Division—Industrial Relations _ : 
f 


The CHAIRMAN (Mr. Cameron): Yes. 


ic ee ite): Elementary politeness requires us to thank those who have been 
‘Kind enough to hear us. In our case we want our thanks to be more than a 
r imple act of politeness, we want them to be also an act of courtesy. We have © 
. appreciated your compliments on our brief. 
The Canadian Manufacturers Association wanted to express its opinions, 
| to . comment on and make recommendations to your committeee because it is 
e seply concerned not only about the interests of its members but also about a 
P ose of all Canadians. ¥. 
The discussion between the two committees, yours and ours, will, we hose ; 
ave served to throw more light on certain fundamental aspects of the Canada ‘ 
ension Plan whether these aspects be administrative, social, economic or 
arial. ee. 
We want to thank you all most sincerely for the time you have given us Bi 
a 1 the attention you have paid to our suggestions and comments. In return, 
‘Te convinced you can always rely on the entire cooperation of the Canadian 
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Manufacturers Association to help the Government achieve its objectives ir 
the field of social security or, for those who prefer it, in the field of social 
costs. Thank you very much. . 


Mr. LAVERDIERE: Mr. Chairman, I would like to thank the representative 
for having said a few words in French which will again allow members of the 
committee and those in attendance to realize the facilities we have at our dis- 
posal to express ourselves in French or English. Thank you. 


(Text) 


The CHAIRMAN (Mr. Cameron): This concludes this meeting of the com : 
mittee. The Steering Committee will meet as soon as possible in room 307, 
which is just across the hall. ; 


EVENING SITTING 


WEDNESDAY, January 20, 1965. 
The CHAIRMAN (Hon. Mrs. Fergusson): Gentlemen, we have a quorum, 
Before we take any evidence, I would ask for a motion, which apparently is 
customary in many such committees, that all letters or representations addressed _ 
to this committee be appended to this day’s proceedings, together with any 
other similar letters which may have been received during the existence of this § 


committee, so that they may form part of the record. 


Mr. MontTEITH: I wonder if it is usual to do this in one day’s sitting or 
leave them until the end? 


Mr. Munro: I believe there was a motion a few days ago that we placa 
them on the record. 

Mr. LEesor: That referred to presentations only. i 

Mr. MONTEITH: If this deals with later items, I wonder how one could 
get them on today’s proceedings. This is a very competent committee, but it 
could not do that. 5 


The CHAIRMAN (Hon. Mrs. Fergusson): We can amend the motion to a 
that those we have received be put into today’s proceedings and those <7 
later be appended on a subsequent day. 


Mr. KNowLes: How many such presentations have we received? a 


3 

Mr. MONTEITH: My first reaction is that they probably should go in towards 

the end. I do not mean we should wait until our final report, but towards the 
end of our committee sittings. ' 


) 
Mr. LeBor: That would be a better idea, as then they would be together 
The CLERK OF THE COMMITTEE: There are nine now. 


Mr. KNOWLES: With respect to Mr. Monteith, I suggest those be put in 
now and the remainder be put in one some subsequent date. 3 


d 

: 

A 

Mr. MonTEITH: I have no objection. My only thought is that they will be 

in two places instead of one. e 


Mr. CAMERON: I think they should go in at the end. I have read them. 
They are fringe letters or something of that kind. 


The CHAIRMAN (Hon. Mrs. Fergusson): Our witness tonight is from 
Alexander & Alexander Services Limited, a widely known firm of consulting 
actuaries. As you will note from the brief, they have as clients large Canadian 
industrial concerns and authorities which represent different levels of govern=— 
ment, as well as school boards and some other similar groups. Tonight the 


brief will be presented by the Vice President, Mr. Norman Kirkland of Toronto. 


pol A os 


| og ; 
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| He is a fellow of the Institute of Actuaries and also a member of the Social 
| Security Committee of the Canadian Association of Actuaries. 
| Mr. Kirkland, we do not ask you to read your brief. As you may have 
noticed from earlier reports, we ask only for a summary of the special points 
'you think are important in your brief. After that, we would be glad if you 
would submit yourself to questions from the members of the committee. 
Gentlemen, Mr. Kirkland has with him another member of his firm, whom 
| I ask him to introduce. | 


ol 


! 


| Mr. Norman G. KIRKLAND (Vice-President, Alexander & Alexander Services 
Limited): Thank you, Madam Chairman. The gentleman on my right is Mr. 
‘Dudley Funnell who is a fellow of the Faculty of Actuaries of Scotland and a 
fellow of the Institute of Actuaries, and senior actuary in our Montreal office. Mr. 
Funnell has assisted in many ways with the preparation of this brief and may 
be able to assist me in answering questions, if I find that the matter becomes 
| too involved for me to handle it myself. 
Madam Chairman, I commence with a brief summary of our submission. 
We have concentrated our attention on 11 different difficulties which could 
result from the adoption of this Canada Pension Plan in the form contained in 
Bill C-136. These difficulties have been set out in our brief and, to refresh your 
memory, I shall read them. 
| The first difficulty, which is probably the most severe of the difficulties, is 
| the inherent instabilities associated with the funding system. 
The second difficulty is a rising ultimate pay-as-you-go cost, coupled with 
the continuing cost of the old age security pensions. 
The third difficulty is that, in our opinion, there is too great an advantage 
to participants in the higher income brackets by reason of the redistribution of 
income effected in their favour. 


The next ensuing difficulties are as follows: 


4. Difficulty of preventing a certain number of individuals who have 
contributed to private retirement plans receiving a total retirement 
income higher than their terminal salary. 

5. Certain difficulties in connection with integration with private plans. 


6. Contributions by self-employed a problem when the pay-as-you- 
go rates increase in the future. 

7. Further integration difficulties when contributions are on a pay-as- 
you-go basis. 

8. Overall government benefits payable in Canada effectively in excess 
of those payable in the United States in 10 years’ time. 

9. Plan out of line with certain features that have been tested and 
proved by other countries. 

10. Features of plan that were the subject of unfavourable comment 
in the Report of the Royal Commission on Banking and Finance 
published in 1964. 

11. Difficulties in the area of union-management negotiations likely to 
be caused by plan. 


The recommendations which we put forward to eliminate or reduce those 

11 difficulties are summarized on page 32 of our brief. They are two in number. 

| The first recommendation we make is that the transition period, which is pro- 

‘posed now as ten years, be extended to at least 20 years. Our second recom- 

| mendation, which is possible only, in our opinion, if the first remedy is adopted, 

‘is that provision be made for contracting out by individual employers where 
+ this does not conflict with the policy of the province concerned. 


we are not advocating an elimination of pensions for those who will reti 


half pension, which will be 124 per cent of earnings, together with the aia 
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recommendations we would make. I would be most. happy A ended t 
answer any questions members of the joint committee may care to askin z 


Mr. Munro: Some of the principal points seem to be the advocacy her » 0! 
a longer transition period. One of the points made by many organizations be: 
this committee was that the Canada Pension Plan does not assist many of 
people in the older age groups. It would appear to me that, if we extended 
transition period, made it twice as long as it is now, we would be guilt: 
denying another bracket of Canadians the full benefit of the C.P.P., nam 
those between 55 and 65 in 1966. I wonder if you have any comments with 
respect to denying this sizeable portion of Canadians the full benefits? A 


Mr. KIRKLAND: Madam Chairman, Mr. Munro’s observation is a very good 
one and one which we had considered ourselves. Indeed we would go further, 
in a sense, and mention that the need for assistance from the state is considerec¢ ] 
by some to be even greater as a person’s age increases and may be most despe r- 
ate for those people who are perhaps age 75, 80 or 85; but we have recognized 
the fact that the C.P.P. as such is not eetened to provide people over 65 with 
any benefit that is, those who are at present time over 65. 

Accepting that fact, we then had to consider those who were under 65. 
It is extremely difficult to draw any definite conclusions as to the need that 
exists, according to age, of the persons in Canada. Unfortunately, no statistics 
are available showing the extent to which private plans are available to make 
provisions for different age groups. i 

It seems very likely that those over 35 percent the greatest proportion 
of those in pension plans, but we have no way of proving this. I am informed 1 
that it has been established that the income of those who have retired recentl 
represents a more reasonable relationship to the average net consumer incon 
in Canada than applies in the case of those who retired say 20 years ago. So 
it may well follow from that that those now between 55 and 65 on the average 
will be in less desperate straits than those who retired a few years ago. ee 

I think it is important, though, for me to point out Madam Chairman, that 


in that case in 10 years. For example, in the case of somebody who retires 
in 10 years, one half of the pension, or in the case of somebody who retires 
in 20 years; and we have indicated in our brief that that amount, that one 


age security pension, builds up to a pension that is very reasonable in com- 
parison with, for example, the United States. a - 
How are we to judge the level required? One way is to compare the rates 
provided by other countries, and certainly our suggestion is to provide the 
pension that is reasonable on that basis. : 


| 
| 


Mr. Munro: Perhaps if we adopted your recommendation it may result 
in quite a few people receiving half of the benefit they otherwise would under 
the transition period. Yet it has been pointed out that even in the transition 
period the people in the lower income brackets have suffered considerably by 
comparison with those in the higher income brackets. I am talking about 
higher and lower in relation to the $600 exemption at the $5,000 earnings level 
It seems to me that if we followed your suggestion the ones in the lower in- 
come bracket, namely $2,500, would receive half what they now would recel ‘5 
under the present Canada Pension Plan, and the plan would certainly be 
susceptible to more criticism than already has been advanced here. a 


Mr. KirKLAnD: Madam Chairman, as regards the low paid people, unless 

. . * ~ 

I am mistaken, and while I am sure Mr. Munro was correct, there have beé! 
recommendations to provide more for these people, if I am correct, and theré 
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aed been rep hcseriatiots that the old age security alone in the case of 
lower ae people provides a acess that will compare with a similar 


is Fon, in iia case of a martied man, would be a very reasonable pension 

compared with that in other countries. Recently I saw figures that endeavoured 
to show that the old age security pension alone would compare, for lower paid 
people, very well with the amount provided in, say Australia, or Germany 
yr even Great Britain. 


Mr. Munro: Organizations like the life officers association and the life 
insurance underwriters association, to mention two, and many others, have 
indicated that at the present age under the old age security system we are 
not providing enough, and serious consideration should be given to increasing 
the old age security for those now retired and just recently retired. 


Mr. KirKLanD: The point, Madam Chairman, that Mr. Munro makes is 

one I indicated earlier when I started to speak, and with which I would agree, 
although it does not relate to my brief, in which I have not dealt with people 
over 65. 


| Mr. Montei1tH: Is Mr. Kirkland merely dealing with the whole matter 
in this way, that he is accepting the plan as it is outlined in Bill C-136 and 
}is working on it from there on? As I understand it, he may have alternatives 
| which he would have preferred to see, but is actually operating on the present 
\plan and possible adjustments thereto. 


bY The CHAIRMAN (Hon. Mrs. Fergusson): I think we will have to ask Mr. 
| Kirkland himself. 

Mr. KIRKLAND: Madam Chairman, if I may answer, Mr. Monteith is correct. 
| We felt that our presentation could be most constructively helpful if we directed 
jour attention to features in the plan that we feel will very probably cause 
| difficulties and problems in the future. We feel that any expression of opinion 
| we may have to make about the advisability of the Canada Pension Plan would 
|} now be made at too late a stage. 


The CHarRMAN (Hon. Mrs. Fergusson): Does that answer you question, 
Mr. Monteith? 


_ Mr. MonrtveITH: Yes. 
The CHAIRMAN (Hon. Mrs. Fergusson): Have you finished Mr. Munro? 
Mr. Munro: I have no further questions. 
The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Lloyd? 


Mr. Luoyp: You have quite a bit to say in your report, sir, about the Royal 
| Commission on Banking. As a matter of fact, you quoted from it. I believe the 
| commission stated that it had not made a thorough study of the proposed Canada 
| Pension Plan. Is that not so? 


Mr. K1irKLAND: Madam Chairman, the Porter Commission makes no study 
-\ at all of the Canada Pension Plan in its present form. It was written before the 
| present plan was proposed. 


Mr. Luioyp: There have been views expressed before the committee that 


| thus produce a favourable pattern for life insurance operations. Do you 
| think that is a fair statement? 

| -‘Mr. KirKianp: Madam Chairman, although this has no bearing on our brief, 
d would be glad to answer, if you direct me to do so. 


The Cuarrman (Hon. Mrs. Fergusson): Are you quoting from the brief, 
Mr. Lloyd? 
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Mr. Luoyp: No. I believe the life underwriters made this statement. I will 
repeat it. ‘ 
Mr. KIRKLAND: I understand the question, sir. 


Mr. Lioyp: The question is simple. Do you think the adoption of the Canada 
Pension Plan would, in your opinion, tend to make people more pensions cor t 
scious, and thus be favourable to life insurance operations? 


The CHAIRMAN (Hon. Mrs. Fergusson): I do not think the witness should 
be obliged to answer that question, but if he wishes to do so, it will be all right 


Mr. KIRKLAND: Well, Madam Chairman, certainly the Canadian Life Officers 
Association will be better qualified than I to forecast. a 


Mr. Luoyp: I am sorry. At the beginning I believe you outlined that your 
company were engaged as consulting actuaries. 


Mr. KIRKLAND: But not in the field of life insurance, sir. 
Mr. Luoyp: In what field do you mainly operate? 


Mr. KIRKLAND: Only in pension and welfare benefits. Therefore, the que ‘i 
tion in so far as the Canada Pension Plan is concerned would have an effect on 
pension development in future and has a bearing on our work. 


Mr. Luoyp: And in the field of Wei ane 


security was introduced in Ane United States there were only a handful ‘a ‘i 
pension plans—1,009, I think to be correct. The introduction of social security 
encouraged it until it could only go one way, and that was up. 7 

In Great Britain, where the number of private plans was comparable to” 
that in Canada, the introduction of their wage related plan recently is not 
likely to have increased the number of pension plans in the country. Thee 
contracting out feature they permitted was partly brought about by that large 
number of private plans that existed. It is difficult to see how the number 


in Canada can increase very dramatically, Madam Chairman, because the 
number is extremely high now. There is a limit. I think it is impossible fom 
some very small organizations to have pension plans, or for a self- employed 
person to have them as we know them. I understand that in the Province of 
Ontario nearly two-thirds of the male population have pension plans available 
to them. Not all are old enough to be in the plan so there may be a i 


room for growth in private plans. 
Mr. Luoyp: You say two-thirds? 


Mr. KIRKLAND: Two-thirds of the male population in the Province © ; 
Ontario work for employers who have pension plans. 


Mr. Luoyp: How many are members of such plans? 
Mr. KIRKLAND: 50 per cent. 


Mr. Luoyp: So there are 50 per cent. As we understand the statements 
made to us here, at least 50 per cent in Ontario of the employed labour force 
are not members of pension plans today. f 
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Mr. KIRKLAND: Madam Chairman, I mentioned earlier it is most un- 
fortunate we do not have available to us statistics indicating the age distribu- 
tion of those who are members of pension plans. I believe if they were 
available we would find of those over, shall we say, age 30 or 35, a high pro- 
portion were in pension plans. 


Mr. Lioyp: You propose extending the transition period from 10 to 20 
years? 
Mr. KIRKLAND: Yes. 


Mr. Luoyp: You are going to leave a longer time. What are you going. 
to do about the people over these ages, 30 to 35? Would you suggest we 
extend Old Age Security or what? 


Mr. KIRKLAND: Madam Chairman, I may not have expressed myself very 
well. I say those who are over 35 form the principal number of those in pen- 
sion plans. Of those who are under 35 or 30 a large proportion are not in 
pension plans. Many pension plans do not permit their employees to join 
| until they have attained, perhaps, age 30. Those who are older, in my opinion, 
-are covered to quite a large degree by private plans. 


Mr. Luoyp: I notice on page 34 of your report you state there were 9,600 
‘pension plans in operation in Canada in 1960 with a total membership of 
1,800,000. If I recall correctly, the D.B.S. survey shows the membership was 
around 8,900 plans. What was the source of your figure of 9,600? 


| Mr. KIRKLAND: Madam Chairman, these figures were derived from a 
book on pension plans called ‘‘Pension Plans in Canada,” and the quotation 
was one from an article by— 

Mr. Luoyp: The National Trust? 


! Mr. KIRKLAND: No, by, I believe it was, Mr. E. S. Hanes of the Dominion 
Bureau of Statistics. He wrote an article for this book. 


Mr. Gray: What year was the book published? 
Mr. KIRKLAND: It was published last year. 

Mr. LLtoyp: He has answered the question. 

Mr. KIRKLAND: The figures are right, I am sure. 


Mr. Luoyp: What is the source of your figure of 12,000 pension plans 
Mentioned in your report for 1964? 


Mr. KIRKLAND: Excuse me, the figure of 12,000 relates to 1963. This was 
from the same article, which is by a member of the Dominion Bureau of 
‘Statistics. 

Mr. LuoypD: We can check this? 
Mr. KIRKLAND: Yes. 


Mr. Luoyp: I am just curious about the thing; I just want to establish 
your source. Finally, on the subject of contracting out, is it true that the 
‘Majority of the contracted employees in England—you mentioned this in your 
observations a few moments ago—are public servants or in nationalized indus- 
tries; or are you familiar with this? 


Mr. K1iRKLAND: Madam Chairman, it is very hard to derive statistics of 
this sort. Our statement that 50 per cent had contracted out was learned by 
verbal information from a large firm of pension consultants in Britain. I have 
no official Government statistics on this. I learned another fact, which may also 
not be right, and that is that a relatively larger proportion than even 50 
per cent of foreign-owned companies in Britain had contracted out. This may 
have no bearing on the matter, but it could have. It may indicate that com- 
panies where the control came from outside England had been more interested 
in contracting out. These, of course, would not include civil servants. 
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of the plan and not deferred to future generations, as is quite customary 1 
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Mr. AIKEN: May I ask a supp lemiennats? question on these figures? 
understand some pension plans—and I am using railway plans as an example 
come to maturity in a given number of years, perhaps 20 or 25 years, an 
that therefore a person can join it at age 40 and get the full benefit from it 
at age 65, the result being that a number of the younger employees working fot 
employérs who have these plans do not go into such a plan though they could 
Do you know of any number of plans of this nature which would probably 
bear on these figures? “" 


Mr. KIRKLAND: Madam Chairman, we are familiar with both the Canadial n 
railway plans. The maturity in both the C.P.R. and the C.N.R. plans is effec- 
tively 45 years, because it is only after the full length of service from the 
youngest age to the oldest that one would obtain the maximum benefit. Now, 
Mr. Aiken may be thinking of some private plans where recognition for prior 
services is given when the plan is first set up. This is a feature that is very co 1- 
mon where there have been no previous pension plans, and either by recogniz- 
ing each year of past service as a pension credit or by providing a minimum 
pension under the terms of a plan the employer is able to provide even 
for those near to retirement age a reasonable level of retirement income. ~ 

I would mention the liability for these extra pensions which are not, ina 
sense, contributory service-related—in other words, they do not relate : 
service during which the employer and the employee were contributing i 
the ordinary way—this liability is normally paid off during the early year 


state plans. i 

Mr. AIKEN: The reason I ask the question is that I had information from 
a trustee of one of the Canadian railway plans who told me that many ¢ of 
their employees do not start paying into the plan until age 40 because they 
can get full benefit from there to age 65. There may be a mistake in this, = t 
this is what I have been told, and I was told a large proportion of the younger 
railway men do not pay into the pension fund at all in their youger years but 
do start in their later years. ms 


Mr. KIRKLAND: Madam Chairman, I can speak with some definite knowl- 
edge of both the C.P.R. plan and the C.N.R. plan. Mr. Funnell and I have at 
one time or another carried out actuarial evaluations in regard to both those 
plans. In point of fact, in the case of the C.P.R. plan you cannot join 
plan if you are age 40 or over. Every employee who joins under age 40 mu 
contribute at once, the moment that he joins; and the full benefit is only derived 
by those who join the railway at a young age and contribute for every yeal zi 
of service through to retirement. “ie 


Mr. AIKEN: Then somebody is missing out on their pension. This is the 
one figure that was given to me to indicate there were people who qualified 
for the pension plan but did not participate. It was an example given to me. 

Mr. KIRKLAND: Madam Chairman, there is one provision in the railway 
plan that under some circumstances, on death in service or on disability, 4 
pension will be payable provided 20 or 25 years’ service have been performed. 
That could be the point Mr. Aiken is thinking of. BS 


Mr. AIKEN: There is a misconception by someone then. Do you know 
of any other plans set up in this way? 


Mr. KIRKLAND: Madam Chairman, I do not at all—except, as I say, plans 
that are set up providing older employees with past service pensions. The 
closest example we can think of is the civil service plan, where the matur 
period is 35 years. No pension is earned in respect of years in excess of § 00 
under the civil service plan. 


Mr. Munro: May I ask a supplementary question here, Mr. Aiken? > q 
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is Mr. Munro: You indicated that you had done actuarial studies on the C.P.R. 
lan. Do I understand you correctly, to say that under their pension plan you 
could not participate over 40 years of age—that if you are over 40 years of age 
‘you could not come in under the plan at commencement? 
- Mr. KrirKuanp: That is correct. If you are engaged by the C.P.R. over age 
40 you are not eligible for the pension plan at the present time. 
_ Mr. KNowtes: Shades of 1919! 

_ Mr. Munro: Would you say that is not an uncommon feature of many 
pension plans? 

Mr. KirRKLAND: Madam Chairman, I would say it is quite uncommon. Indeed, 
it is so uncommon that, in my opinion, it may have a rather limited life. It may 
date from times when the railways did not engage an appreciable number of 
people over age 40. 

In some industrial pension plans there are provisions that employees who 


join at a late age may not derive benefits in larger pension plans funded by 


‘means of trustees. It is unusual to have any restriction of that sort unless 
‘it be at a very advanced age, for example, the age of 60. 


Mr. Munro: Well, I was just going to suggest that a plan such as that 
‘which I have heard exists certainly discourages any mobility of labour, and 
discourages employment for people over 40. I think you would agree with that. 


Mr. KIRKLAND: Excuse me, may I answer that question? As regards the 
mobility of labour and the effect of late entry ages, I feel myself that the 
provincial legislation that has been introduced in Ontario, and is likely to be 
‘introduced in many other provinces, will bring about a redesign of plan, indeed 
(will force a redesign of plan, which will remove most of the problem which 
‘Mr. Munro is mentioning. These difficulties have arisen in the past and no 
|government did in fact regulate the terms of the pension plans. This was a 
‘provincial matter and the federal Government was not able to require these 
‘terms. Now the provinces are stipulating certain provisions. 
| Mr. Funnell has made the point, Madam Chairman, that the Ontario 
flegislation arose because of the lack of vesting, and the lack of vesting, or 
‘portability, in private plans is felt by him to have a detrimental effect on the 
‘mobility of labour, since older people would join a company without being able 
‘to bring a prior pension with them. At least this difficulty in particular will be 
/removed by the provincial legislation, Mr. Munro. 


The CHAIRMAN (Hon. Mrs. Fergusson): Are you finished, Mr. Lloyd? 


Mr. Luoyp: No. I was on the question of the right to opt out of the plan, and 
r then there were two supplementaries which I think produced some interesting 
‘information to the committee. I only have one final question. 

We have had evidence here before the committee which indicates that the 
“mass of employees—you cannot put numbers on this—who are members of 
private pension plans in Canada look forward to something like 30 to 40 per 
cent of their final earnings as pension benefits. 

es In that type of plan, if that was the range of benefit, should they be allowed 
to opt out of the Canada Pension Plan? 


| Mr. KIRKLAND: Madam Chairman, the whole question of allowing opting out, 

or contracting out, we admit will present difficulties. We maintain, however, 

that the difficulties, the problems, which will have to be solved will be worthy 

of solution in view of the great advantage that will come from permitting this. 

4 & One difficulty will be that some private plans are not of the form that 

ae be suitable for opting out. We do not suggest that opting out will be done 
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in many cases. It may apply only in the case of very large employers. It mat Ly 
apply only in the case of employers of the type similar to universities, pro- 
vincial governments, and bodies of that sort. Certain larger employers may 
wish to, but we feel that there are advantages even if that is permitted. 

As regards the smaller employers and those providing smaller pensions, it 
may not be necessary to expect all of the smaller employers to wish to opt 
out. It could be done. It has been done in Great Britain. And the 30 or 40 per 
cent of earnings could be suitable in the case of higher-paid employees to 
provide more benefits than the Canada Pension Plan will provide, and, in 
the case of lower-paid employees, the employer who is anxious to contract 
out of the Canada Pension Plan would have to amend his plan and improve 
it in such a way that he would not give less than the benefits provided by thes a 
Canada Pension Plan. 


Mr. LuLoypD: Some authorities on integration suggest that it is as easy ta 
go the other way and work out arrangements for adjusting plans, which are 
relatively generous in their benefits, to those on the average. In other words, 
have them adjust their benefit scales as time goes on to the existing Canada — 
‘Pension Plan. This would be a lot easier, and would obviate efforts at means 
testing in the field. ; 

Well, there are others who wish to examine, Madam Chairman, and I have 
merely this observation. We now have the First Annaal Review of the Economic — 
Council of Canada, and I wonder if the witness has seen this report and 
observed their statement, and I quote: 


We incline to the belief that the stability of the rate of gross private 
saving will not be significantly affected by the introduction of the. 
(Canada Pension Plan). 


Mr. KIRKLAND: Madam Chairman, J had read this, but I did at the time of i 
reading it note that the form of saving had not been described. Saving is 
saving whether the funds are vested in provincial bonds or in equity stocks. 
It is still saving, and the amount of saving might remain the same, but oe 
direction of the saving might be changed, and we might find less of Canade a 
savings being directed to the equity stock and other loan capital required by 
Canada’s industry. 


Mr. Luoyp: I think that is covered in the economic report, so I will not 
pursue it. x 
The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Monteith, you seemed to have — 
a question before. Did you ask your question as a gest 


Mr. MONTEITH: Not as yet. I wonder if I could ask Mr. Kirkland this. We aie 
have had some discussion on contracting out. Do you feel that it is quite logica oR 
that contracting out can be carried on so that the employee is not penalized in — 
any way, and will be completely looked after, that his welfare when pens 
become available will be protected but will still be instituted so that the © 
overall plan would not be adversely affected? ; ne 

Mr. KIRKLAND: Madam Chairman, I would say yes to Mr. Monteith’s 
question. I would emphasize that the contracting out would only relate to 
pension benefits and not to any of the other benefits under the Canada Pension 
Plan. ; 


3 


ie 


benefits as age increases beyond retirement age. Could you enlighten the 
committee any on this particular approach? Have you made any real studies 
on this? Do you have any figures or data you might give us? ; 


Mr. KIRKLAND: I am afraid that I have not at this stage. 
Mr. MONTEITH: I think that is all I have at the moment. 
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The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Knowles. 
Mr. KNow.LeEs: Mr. Kirkland, I would like to pursue for a few minutes 


the subject Mr. Munro raised with respect to your proposa] that the maturity 


period be lengthened from 10 to 20 years. 
Mr. Munro made the point that many people coming before this committee 


have complained that our bill does not do anything for certain older people 


and not enough for certain other older people. If I understood your comments 
in answer to Mr. Munro you expressed the view that since the Canada Pension 
Plan itself was concerned only with those now of working age, you did not 
feel that it was your business to offer suggestions about those in the 65-and- 
over bracket, or the 70-and-over bracket. 

I don’t intend to pursue that at the present time. My fellow members on 
the committee know we pursued it at length, but I think you might have 
missed—or I missed your reply to it—the one point that I thought Mr. Munro 


was seeking to make, namely, that some of those who criticized the Canada 


Pension Plan itself—never mind the old age security end of it—pointed out 
that although it provides in its present form a pretty good benefit for people 
who are 55 when the plan starts, it provides a lesser benefit for those who are . 
56, 57 and so on down to 64. 

Now, if you take people at the maximum income of $5,000 it means that 
people of 55 can look forward to a pension of $104 a month, but as you go up 
from 56 to 65 you drop that by 10 per cent in each case. Is it not a fact that if 
you put in a 20 year plan it would be only those at age 45 who could look 
forwara to a full pension, and that you would scale down all the way from 46 
to 65 the present benefits? Obviously, this would be less popular politically— 
and there are some politicians in this room—but even apart from that, if there 


| is a case, as some of us think there is, for a two-stage plan or a two-deck plan 
_—filat rate and earnings related—and if it is desirable to get such a plan started, 
should we not, apart entirely from votes but thinking just in terms of public 
acceptance of the plan, make it a plan that will appeal to as large a number 
of people as possible? 


Would we not be defeating a public acceptance of this kind of a program 
if on top of our doing nothing for those aged 65 and 70 and over we were to 
cut back on what we do for people right down to age 46? 

I have been putting this question in the form of an argument. I hope you 
will accept it in that form, with this question at the end: Would you care 


to comment? 


Mr. KirKLAND: Madam Chairman, yes. 
The CHAIRMAN (Hon. Mrs. Fergusson): Go ahead. 
Mr. KIRKLAND: I appreciate the point that Mr. Knowles has made, but I 


/ would like to point out that we have to look at the total Government pension 
that people will be receiving—that is to say, the old age security pension and 
_ the Canada Pension benefit—as being the total that will be received by persons 
from the Canadian Government. In one of our examples we have compared 
| the benefit payable in 10 years’ time with the similar benefit paid in the 


United States, and we found, taking the different earnings levels into account 
between the two countries, that the amount that will be provided, even with 
a 20 year maturity period, to somebody retiring in 10 years’ time will be 


slightly higher than social security will be providing there. This, we felt, was 
One yardstick. 


We did find that in most other countries in the world the maturity period 


| has been as high as 30, 40 or even 45 years. Of course, any opinion of a more 


Scientific nature one may hold about this would be more exact if one knew 
What in fact are the provisions that the people of 50 and 55 are making in 
Canada. We have statistics relating to all people, but we do not have any re- 
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| provided with a 20 year maturity period is perfectly reasonable, and we also, 


that it is not your purpose to scale down the benefits but rather to advocate 
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lating to that very baer age group. We certainly do Abe know 
provision those people are making through the medium of registered re 
ment savings plans or Government annuities or insurance contracts. It would 
seem to us that the level of pension that will be provided with a 20 vel 
maturity period in the case of somebody now aged 55 is reasonable by @ 
acceptable standard—by any normal standard. | 

Nobody will object to having a larger pension, but we feel that the pensior 1 


of course, kept in mind the other advantages. There are very important advan- 
tages in extending the transition period to 20 years. 
I wonder if I may deviate on this point for a moment, Madam Chain 1? 


The CHAIRMAN (Hon. Mrs. Fergusson): Yes, certainly. 


Mr. KIRKLAND: I should like to emphasize that one of the most importa t 
advantages in extending the maturity period to 20 years is the avoidance or 
the reduction of the risk of the instability in the funding system that will a 
faced if there is a 10 year maturity period. ; 

Canada is not an ordinary country in some ways. We have several govern: 
ments that are concerned with pensions—several provincial governments ar d 
the federal government. Any social security program that contains within its 
structure potential instability and the possibility of future criticism, when those 
concerned with it are aware of these deficiencies, would seem to be unwise for 
Canada to adopt. We do not have one government which will be regulating this 
plan, but several levels of government in the future. It is, perhaps, because 
of the greater stability that will exist with a 20 year maturity period tha n 
with a 10 year maturity period that we are advising the adoption of this 
feature. Bi 
Mr. KNow.Les: Mr. Kirkland, some of the delegations that have appeared 
before us and which have asked us to scale down the initial benefits under the 
Canada Pension Plan, have given as their reason the desire to avoid disparity 
between the benefits that would be received by those only on old age security 
and those on both old age security and the Canada Pension Plan. I have listened 
carefully to what you have said, and I have read carefully what you have 
given us, and I think it is clear that you do not base your proposal for lengthen- 
ing the maturity period on that proposition, but you seem rather to do it on 
the basis of a judgment that the kind of pension benefits that are appearing 
in their totality are sufficient and reasonable; that is, you compare them with 
the United States benefits, and so on. Js that correct? s 

Mr. KIRKLAND: Madam Chairman, Mr. Knowles’ point is one of the reasons” 
for our advocating this, but certainly not the principal reason. We investigated 
this feature in order to see whether the recommendation we were making 
would upset the plan from the point of view of the level of benefits. We fou ney 
it did not appear to. 

The principal reason is—and I repeat—the inherent instability that wi ne 
appear in the funding system if a 10 year maturity period is adopted. I a m 
fortified in what I am saying by the actuarial report published by the inter= 
departmental committee of the Quebec Government. Their findings were pre- 
cisely the same as our findings in this matter. a 


Mr. KNOWLEs: I accept your correction of what I had said earlier, namely, 


a longer maturity period for the reasons you have given. But, you have look ced 
at the results and you do not find the results unpleasant in terms of what is 
being done in the United States, and so on. I am sure you appreciate that ‘ a 
concern of some of us is not just to be satisfied with what they may have i 
the United States, but to get pension levels for our people up into hig 
brackets as early as possible. Do you not appreciate our viewpoint that the ¢ 20- 
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year period seems to defeat what we regard as one of the major purposes of 
| this kind of legislation? ; 

| e _ Mr. KirKLAnD: Madam Chairman, we appreciate Mr. Knowles’ point. We 
| do feel that any pension benefit provided by the Canadian Government in the 
| first place, should be looked at in total—that is, old age security and Canada 
Pension Plan added together—and we should look at the level provided by 
private plans. The position in Canada is—and I believe this is correct; I am 
quoting from the book I mentioned earlier—that the level of pensions in Canada 
| provided by private plans is higher than in any other country in the world. 
This we feel must have some influence on the level of pensions that the Gov- 
ernment feels it is obliged to provide. 

! Madam Chairman, there is another point which can be solved by permit- 
ting contracting out, although contracting out is not possible with a 20-year 
maturity period—it is hardly possible, I should say. 

IE! The other difficulty is that there are plans in Canada—the Civil Service 
plan, for one—under which there will be people retiring in 10 years time with 
-about 110 per cent of their final earnings if the Canada Pension Plan matures 
in ten years—I repeat, 110 per cent of their final earnings. 


announced? 

_ Mr. KIRKLAND: Yes, sir, even after the announcement. The adjustment is a 
very clever adjustment and we respect those who have made it. We feel it is 
a masterful job, but it does not apply retroactively. 

Mr. FRANCIS: It cannot, of course. 
Mr. KIRKLAND: It cannot apply retroactively and so we have cases of 
employees now age 55 in the Civil Service— 

| Mr. FRANCIS: This is a temporary one, during the transition period. 

Mr. KIRKLAND: We are talking about a temporary measure. The whole mat- 
ter we are talking about is temporary. 


A MEMBER: So if life. 


: Mr. FRANCIS: It is because one cannot have a contractual arrangement in 
arrears. 

Mr. KIRKLAND: It could be avoided if the transitional period is 20 years. 
Mr. LEBoE: I am not against what Mr. Knowles said about trying to get 
“pensions as high as possible, but if my figures are right we operate in Canada 
with a gross national profit of about $2 billion for over one million of popula- 
‘tion, roughly. How would that compare with the United States where they 
have a population of about 180 million? 


Mr. KIRKLAND: I am not an economist. I am unable to answer that question. 


Re. Mr. LEBoE: I thought you may have figures as the G.N.P. of the United 
States? 

/ _Mr. Knowtss: I hope Mr. Kirkland will not be shocked if I tell him that 
the members of this committee are no more capable of being shocked at 
pensions of 110 per cent. We have had too much evidence before us, by Mr. 
William Anderson and others, of the problems of people in retirement whose 
costs might continue to go up but who have no access to any way of increasing 
their income, that is, the income on which they must live. I am not making the 
ase for such an increase, though you yourself have talked about the possibility 
of pensions being increased as the age of the recipient goes up. I am merely say- 
ing you do not shock us when you tell us this might produce results of 110 
per cent. 

7 ‘9 Mr. KIRKLAND: Pension design, pension planning, is not static. In Canada, 
actuaries are proud of what they have achieved so far in pension plans. Our 


Mr. FRANCIS: You mean after the adjustment of Civil Service plan is | 
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organization is a world-wide one, we can look anywhere else in the world, anc 
I know that, by and large, Canadian pensions in private plans do not occupy 
second position to any other country in the world. However, we have further 
advances to make. One advance which is impending is a provision, through the 
medium of private plans, of pensions which are related to the cost of living. 
These plans may be the only answer to Mr. Knowles’ criticism of private plans 
in this respect. We recognize that it is a justifiable criticism but we can assure 
you that arrangements for providing these plans are just around the corner, 
Our organization has six such plans in force already. ‘ 


Mr. KNowLEs: I accept your statement of figures of comparison between 
Canadian pension plans and those of other countries. However, you may not — 
be aware of the other statistics we have had as to the absolute figures regard- — 
ing our own pension plans, namely, the kind of pensions that many would pro- © 
vide. Witnesses have sat where you are sitting and have told us about their — 
plans and we were shocked by what we were told as to how many are covered ~ 


and how many are not covered. As a Government, we feel we have a responsi- if 
bility to get the benefit of pension plans to far more people than come under ry 
private plans. I could make further comment but I wish to change the subject. — 


ee 


Mr. KIRKLAND: I was hoping Mr. Knowles would go on to say he would 
use his influence to have some statistics produced by the Government showing © 
the average coverage which is given by private pension plans by age groups © 
in Canada. It is difficult for anyone to form a reliable opinion as to the need ~ 
for social welfare without knowing what is provided now at least in broad * 
age groups. An opportunity arose in 1964 when forms were completed in order A 
to obtain a social security number across Canada. Unfortunately, our organiza- i 
tion though of this too late or we might have suggested to the Government ~ 
that one or two questions on this form would have provided exactly this infor- 


mation. 


Mr. KNOWLES: Members of this committee have asked that this kind of 
information be obtained. I do not mean that as a committee we would have sug- 
gested exactly that way of doing it. ne 

Now, regarding one of the difficulties, number three, listed by you at the — 
bottom of page 2 and then spelled out in greater detail on pages 14 and 15,1 
quote your own words. You say that the Canada Pension Plan gives “too great 7 
an advantage to participants in the higher income brackets by reason of the — 
redistribution of income effected in their favour.’ You give figures on pages 14 — 
and 15. Incidentally, there is a computation I do not quite understand and — 
parenthetically I would ask the meaning. You say the yearly contribution is — 
$79.20 in the case of man B. If that is so, I would have thought his total contri- _ 
bution for ten years would be $792. Can you tell me why you have $970 there? 


Mr. KIRKLAND: These contributions were accumulated with compound in- ~ 
terest. ' 


Mr. KNOWLES: I wanted to get that clear. It does not have any bearing on — 
the point we are making. Your chart makes it quite clear, as we all recognize, 
that there is a greater advantage for the $5,000 man than there is for the $2,000 — 
man. But you would agree—and your brief does not say anything to the contrary 
—that there is no additional advantage for anybody whose income is beyond ~ 
$5,000. a 

Mr. KIRKLAND: I would not quite agree. It is possible, but it is rather dif- — 


is 
4 


ficult to prove, that the higher paid man, on the basis of taking his income tax — 
into account, does in fact benefit a little more again; but it is a small point. ‘ 
Mr. KNOWLES: Would it not be the other way? Would not the higher man 
get much more of a tax saving when he pays in, because it is a total of $79.20 
a year, but when he is drawing his pension benefit, if he is in the higher bracket, 
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he pays much higher back, whereas the $2,000 man would not pay so much 
back. 

_ Mr. KirKLaAnp: If we consider his earnings are high while he is earning; but 
his income is derived mainly from sources that are not subject to income tax 
after he retires, it is possible to say he is getting more benefit. The tax relief 
he gets on the income he pays in could be a very high proportion of his contribu- 
tion, and the amount he gets back could, under certain circumstances— 


Mr. FRANCIS: Surely this is most antithetical, as it should be the other way 
around. The man with the higher income should be subject to the higher tax. 


Mr. KIRKLAND: I concede it could be either way. 


Mr. KNOWLES: We had better draw it to the attention of the Department of 
National Revenue. 


Mr. KIRKLAND: I think it could work either way. 


Mr. KNOWLES: With respect to contracting out, which is the other AG you 
make. We had a witness last week, Mr. Robert Myers of the United States Social 
Security Administration. Although certain matters of protocol kept him from 
being too outspoken, he was categorical that contracting out was not a good idea, — 
that they had not put on for it in the United States and it is not in the present 
setup. I could be corrected on this, but I think he was quoting his friends in the 
United Kingdom as saying it was not a good idea. 


Mr. KIRKLAND: I would imagine that the friends of Mr. Robert Clark—or 
rather, Mr. Robert Myers—in the United Kingdom might not think it was a 
good idea. The name Clark was in my mind, because a report was made about 
1935 by a gentleman named Clark on the question of contracting out in the 
United States and the matter was turned down. When we consider United States 
social security, we must remember that this is essentially a pay-as-you-go plan. 
Contracting out with a pay-as-you-go plan presents difficulties which are not 
present to the same extent where the plan is based on a level contribution rate. 

Furthermore, as Mr. Funnell points out, there were relatively few plans 

in force in the United States when social security was introduced, and the 
need for contracting out did not exist to the same extent as it did in Great 
Britain in 1960. 
: I have been told, again only by friends in the consulting business in Britain, 
that they believe that the contracting out feature in the British plan has served 
as a brake and discipline on the British Government that has avoided political 
future changes in the plan that might otherwise have been made. My under- 
standing has been that the plan now proposed is designed to take pensions 
out of politics. 


Mr. KNOWLES: I would say that this is an open question. 


Mr. Munro: I would say “wishful thinking’? would be more accurate. 
Mr. KNOWLEs: I think you have the answer all right, Mr. Kirkland. 
Mr. KIRKLAND: Hope springs eternal! 

Mr. KNow.Les: Some of us do not think politics is a bad word. 

Mr. KirRKLAND: My best friends are politicians, sir. 


Mr. KNOWLES: You identified the United States plan as a pay-as-you-go 
plan. What definition would you give to the Canada Pension plan? 


Mr. KIRKLAND: Madam Chairman, the method of funding used by the 
Canada Pension Plan, I think, has to be described as a mixed system of fund- 
ing, that is, a method of funding that does not attempt to set up a full fund 
that will be sufficient to meet all incurred liabilities if the plan should be 
wound up, as applies in the case of industrial plans. It has required a contribu- 
tion rate that is above that of the pay-as-you-go approach. 
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In other words, it is a mixed system of funding. I Saou say, faouened it : is 
designed for deferred or later conversion to a pay-as-you-go plan. Whether 
this will occur in 15, 20, 25, or even 30 years time is impossible to say. 

So far as we are able 5 ascertain, this method of funding has not heal 
used by any other country in exactly that form. There have been plans wher e 
some element of funding existed, that is, a mixed system of funding designed 
for early conversion to pay-as-you-go, and this would be true of the Unite d 
States social security plan. 

The Quebec plan as designed, according to the interdepartmental ae 
study, was a mixed system of funding designed to provide a level contribution 
rate, and tests carried out indicated that the fund will continue to grow for 
at least 50 years. Estimations beyond that are of a very limited reliability. — 

We are rather fearful lest the existence of the fund that is established 
under the terms of the Canada Pension Plan is of not sufficiently definite ¢ 
nature that it could not be used for purposes not originally intended; for in- 
stance, the improvement of benefits without any immediate apparent cost. ae 

A further disadvantage of the plan as it now stands is that a province 
could, as we understood it, decide to establish its own plan, provide identica Hh 
benefits, but charge pay-as-you-go contributions and would always require 
and always continue to require a lower level of contributions from its peopis 


Mr. Funnell feels that the contribution rate may not always be lower, 
Possibly the current rate may not be, but I believe it will be found that th 
amount paid by people will almost deanitels: be less than the amount hia 
would be paid under the Canada Pension Plan, and yet they will get the san ne 
benefits. he 

Is this not a feature that can be described as unstable in the plan? 

Mr. KNOWLES: In other words, and correct me if I misinterpret you, you 
feel the plan is neither one nor the other at the moment, but it is designed 
in such a way that it may and probably will be converted in a few ia 
to a pay-as-you-go plan. . 

Mr. KIRKLAND: That is correct, Madam Chairman. | ; 

Mr. KNOWLES: And I gather that one of the reasons you want to make the 
change is that you would rather keep it a funded plan than a pay- as-you-go 
plan? a 

Mr. KIRKLAND: Madam Chairman, I do not think we would like to say aS: 
a country that we would prefer a funded plan, other things being equal. V Ae 
can agree with Miss LaMarsh that the pay-as-you-go approach has certa in 
advantages, provided the population is advised of the ultimate rise that w ill 
occur in pay-as-you-go costs. However, this is not a pertinent matter for us © oF 
consider, since we understand that the Quebec government has decided that 
the funded plan is required in the province of Quebec, and we can see great 
advantage in a uniformity of approach across the country. Indeed, the reversion 
to a 20 year transition period would be restoring one of the important features 
of the Quebec plan, a feature that was a necessary part of the actuarial de ign 
of that plan. a 


Mr. KNOWLES: I am sure you will be interested in the brief we had t 
afternoon, of the Canadian Manufacturers’ Association. Oddly enough, I fo ui 
myself agreeing with a few of its submissions. es 

They expressed no anxiety at all at the prospect of rates of contributi n 
having to go up at a later date. In fact, they argued against it, but complet 
they would have had the rates reduced at this point, in other words, 
have moved closer in the direction of a pay-as-you-go plan. 
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Mr. KirKLanp: May I just agree with Mr. Knowles, Madam Chairman, 
t this has certain advantages, and we can see the advantages might be so 
at that some province might decide to adopt that approach, for all we can 
ll at this stage, perhaps not now but in a few years time. However, we have 
ept in mind that the Quebec government has established a pattern which 
rould make it very hard for the Canadian Manufacturers Association plan to 
be adopted on a uniform basis. 
Mr. KNowLes: Are you saying theoretically that you would fie to see the 
olan neither one thing nor another, rather than a mixed plan? 


Mr. KIRKLAND: Yes, Madam Chairman. 


_ Mr. KNOWLES: My other question, and it is in the field of contracting out, 

is this. You are concerned, as many people are, about the complexities in the 
‘plan. Would we not in Canada have a great many more complications to deal 
with if contracting out were allowed, bearing in mind the fact there is mobility 
‘of labour—we would have people working part of their lives in an industry 
that had contracted out, and then for a while in an industry under the Canada 
Pension Plan, and then an industry under the Quebec pension plan, and back 
to something else. Does this not add more complications than it subtracts? 


_ Mr. KIRKLAND: I will agree that contracting out will have produced prob- 
lems. I think they lie within the ability of those who have been able to produce 
such a thorough document to overcome so many difficulties. They have over- 
come so many difficulties so far that I believe these additional difficulties lie 
within their ability. 

_ As regards the complication of having a pension from several sources, we 
are going to be faced with this, in any event. It would seem that a typical 
employee, certainly in Quebec, will get three pensions from three sources, — 
namely, from the old age security, from the Quebec plan, and from a private 
plan. In the contracting out, they may receive a cheque from only hike 


sources. In other cases they may receive it for more. 


7 Mr. KNOWLES: I appreciate the fact that people will get pensions from a 
number of sources, but the particular point that seemed to bother me about 
your arrangement is this, that if you don’t have contracting out, at least for 
his Canada pension arrangement, a worker’s work history is a piece, it is either 
in the Quebec plan or in the Canada Pension Plan—it is in the Government plan. 
But if you have contracting out, part of a worker’s life history is in a | Govern- 
‘ment plan and part of it is in a company plan, outside. 


_ Mr. Kirkianp: That is quite true. 
— Mr. Francis: Just following Mr. Knowles’ questions on contracting out, 
Madam Chairman, I was thinking of the comparison between the United King- 
dom and Canada. There is a constitutional problem. I think the primary juris- 
diction in the supervision of a pension plan would be provincial. Wouldn’t 
there be some rather serious difficulty in making sure the plans that were 
contracting out were kept in step with the general level of benefits, and so on, 
of the Canada Pension Plan? Wouldn’t there be very serious problems in 
supervising and keeping in touch with the contracting-out plans in different 
Provinces, especially if the provinces did not all establish the necessary author- 


Be Mr. KIRKLAND: Madam Chairman, Mr. Francis’ point is rather similar to 
the problems that arise in connection with the supervision of insurance in 
Canada, which is primarily a provincial matter, but due to what I understand 
vaS an arrangement between the provinces and the federal Government, the 
Vepartment of Insurance at Ottawa effectively carries out supervision on 
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Mr. FRANcIs: In that event, if there were any changes, say, in the Canad , 
Pension Plan, the problem of bringing the contracted-out plans up to th : 
benefit levels of the Canada Pension Plan would raise a number of adminis 
trative difficulties, would it not? 

Mr. KIRKLAND: Madam Chairman, I think the provinces are going to take 
on an even harder task when they place solvency tests on pension plans, when 
they require vesting provisions in pension plans, and several other factors in> 
pension plans, which they are about to do. 

Mr. FRANCIS: How many provinces have enacted legislation of this nature?» 


Mr. KIRKLAND: One has to date, but I read in the paper today that seven | 
provinces have indicated they are going to follow the Ontario Government. 
Mr. FRANCIS: I was just interested in some of the problems. 
Madam Chairman, I was going to ask a question based on the brief. 
Quoting from page 9, it states: 
Accordingly we present as a difficulty, the fact that there are inherent — 
instabilities associated with the funding system. The operations of the 
plan will be very dependent on future actions of future governments. 


The matter could be a recurring election issue both at the federal and 
provincial Government levels. 


I was very interested in this because, as has been indicated by the Minister 
in her statements to the house and elsewhere, this is one of the concerns we 
have with the present Old Age Security program. Don’t you agree essentially 
the same criticism you make here could be made of the Old Age Security pro- | 
gram now in existence? 

Mr. KIRKLAND: Madam Chairman, I have only heard so far of one provi 
which will be willing to take on Old Age Security payments. 

Mr. Francis: My concern is that there could be a political issue regarding 
the revision of benefits in Old Age Security. 

Mr. KIRKLAND: The Old Age Security pension so far as the federal 
Government is concerned has, no doubt, been a continuing concern of federal 
politicians. This has, so far, not been very much a concern of provincial 
politicians. 

Mr. Basrorp: But supplementing the Old Age Security pension has been 
a concern of provincial politicians. 


Mr. FRANCIS: I was not aware that your comments were restricted to the 
provincial level at this time. : 

Mr. KIRKLAND: I was considering all levels of government. A provincial 
government that, for example, decided it wished to opt out, contract out of the 
Canada Pension Plan and provide a higher level of benefits and/or provide for — 
contributions on a pay-as-you-go basis, could do so and could take advantage 
of the fund that would be their right to enable them to do so. | 

Mr. Francis: The suggestion that the transition period be increased from — 
10 to 20 years, would not this have the effect of merely making a larger funds 
and creating a greater temptation to instability of this nature? 


Mr. KIRKLAND: Madam Chairman, the solution we suggest is not perfect. 
The point Mr. Francis mentioned is a very good one. However, we feel the 
acceptance of the Canada Pension Plan on the basis it is designed to operate | 
with a level contribution rate would be a determining factor on the future oper- 
ations of that plan, unless that feature were to be destroyed. In that case any 
province would not have the same freedom to use the fund indiscriminately. 
Indeed, the safeguards are not complete unless at the same time contracting out 
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is permitted, in view of the discipline this will then exercise on future govern- 
= in retaining that level contribution feature of the Canada Pension Plan. 
5 


_ Mr. FRANCIS: Madam Chairman, this is my last question. I was interested 
in Mr. Kirkland’s statement in regard to the operation of contracting out in 
the United Kingdom, which he described as a brake upon the Government. I 
wonder if he could elaborate on that point? I did not quite follow his ae 
on that point. 


Mr. KIRKLAND: Madam Chairman, my understanding is that the Govern- 
ment and the Opposition at the last election recognized that any radical change 
in the form of pension plan they now have, apart from a change in maximum 
earnings or some feature of this sort, would disrupt the arrangement of con- 
tracting out which has been adopted by such a large part of British industry. 
For example, a large increase in benefits with no corresponding change in 
contributions, which might be possible—and certainly in the Canadian plan 
it would be possible, and it might be possible in Britain—would immediately 
upset the contracting-out arrangement that had been established. The Govern- 
ment would be, so I understand, reluctant to upset this arrangement. Therefore, 
the contracting-out feature would act as a brake on any very elaborate change 
in benefits. 


Mr. Gray: I will be very brief, Madam Chairman. Many of the questions 
I might have asked have been dealt with. 

I was interested in your Appendix I, sir, on page 34, in which you attempt 
to establish a private pension plan coverage in Canada. Even accepting the 
figures you have there, it would seem to me the most you do is indicate a certain 
type either of membership on the part of employees or the provision of plans 
by employers in which employees may not be members. You do not actually 
attempt to show that whatever plans are available provide acceptable levels 
of benefits. Isn’t that a very big question which affects the validity, if I may put 
it that way, of some of the hypotheses you put before us in your brief? 


Mr. KIRKLAND: Madam Chairman, I would agree the level of benefits is 
also important. I would mention, though, that even a low level of private plan 
is an addition to the amount we have been considering when we look at the 
Old Age Security and Canada Pension Plan together. I would also mention 
that only those employers who were providing a pension of a sufficiently high 
level to give more than the Government pension would be permitted to 
contract out. This could very well decide some employers to improve their 

_ benefits. 

Mr. Gray: Of course, the problem has been put to you as to how control 
would be kept in the light of the divided jurisdiction, control or supervision 
or policing of the plans that might be allowed to contract out, because of the 
divided jurisdiction. 

Mr. KIRKLAND: Madam Chairman, fortunately the provinces are now in 
the process of establishing offices, ministries, departments, that will have to 
provide even greater supervision and have to carry out even greater inspection 
of private plans than the particular feature Mr. Gray has mentioned. 

Mr. Gray: Mr. Kirkland, are there any other provinces that either have 
in force or pending in their legislatures at the present time anything similar 
to the Ontario Pension Benefits Act? 


Mr. KIRKLAND: Madam Chairman, according to our information, Manitoba 
has similar legislation pending, Quebec has indicated its intention to do so, 
and, as I mentioned earlier, the gathering that took place in Toronto earlier 
this week has probably brought about agreement from some seven provinces 
to put in similar legislation. I do not know any more details than that. 


Mr. GrAy: The agreement did not include any time table? 
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Mr. KIRKLAND: Madam Chairman, the bus table I have heard througho t 
is that it will be effective from the end of this year. 
Mr. Gray: It was interesting to me that in spite of the favourable nature 
of the plans in Ontario, to which you appeared to make some allusion in reply 


the Pension Benefits Act, which in its original form provided for minimum 
standards, not only of solvency and portability, but of payments as well. 

Mr. KirKLAND: Madam Chairman, the point Mr. Gray makes is one that 
I welcome the opportunity to speak on. The original legislation enacted i 
Ontario was designed to make private pensions portable and to avoid th 
lack of pensions being a reason for refusing to engage older workers. It was 


a vested right in his pension, it was necessary to make sure the fund “a 
porting the pension was solvent. 

This became a second feature of the legislation. Then it was pointed out 
that some employers, an appreciable number, had no pension plans at all. 
So, as a third point of the legislation, the requirement was added that any 
employer of more than 15 employees had to install a minimum level of pen- 
sion known as the standard plan. r 


Mr. Gray: This would indicate that a gap existed which was sufficiells 
enough to be taken care of by legislation. w 


Mr. KIRKLAND: Madam Chairman, how sufficient a gap has to be I don’ ; 


Mr. GRAY: I have also been struck by the fact sir, that whereas the sug- 
gestion has been made in your brief, particularly in Appendix I, that not onlj 
are a very high number of employees covered by private pension plans but 
also they are very likely to have added benefits, the representatives and 
spokesmen of organized labour are very strongly in favour of a Canada Pen- 
sion Plan. This would seem to me to imply that they do not agree that eithe 
the existing private pension plans cover enough employees or that thew 
covered are getting adequate benefits at the present time. va 


Mr. KIRKLAND: Madam Chairman, I admire many of the officers in organize¢ 
labour and I feel that they must in their position endeavour at all times t 
provide as high a level of benefits as possible to their members. At the presen | 
time our problem in private plans is not providing labour with high enough 
pensions, on the contrary it is providing salaried employees with pensions 
that are as high as the unionized employees are getting in the same organi- 
zation. ie 

Mr. KNOWLES: They should get organized. 


Mr. Gray: That is right. Now, I may have misunderstood an earlier answe 1 
of yours, but did you say that you were developing private plans which hat 
built into them cost of living Siotole tha) 


developed by our compen: 
Mr. Gray: This would involve a form of indexing? . 
Mr. KIRKLAND: The matter is more complex than I can deal with adequate ly 
at this stage. It would involve a form of indexes, and something similar ' 
the pension index would probably have to be employed. 


throughout the private pension field? Se 
Mr. KIRKLAND: Madam Chairman, when we are talking about private 
plans we are talking about something which is altogether different from é 
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arn ment plan. The assets of a Buivata plan can he invested in a manner 
iat governments very often are not willing to use. The assets of private 
ans are invested appreciably, for example, in common stock investments. 
nd, today, the appreciation that is taking place in common stock is supporting 
ensions that are remaining level, and one might draw the conclusion that the 
benefit from that appreciation in common stock is not going to the pensioners 
but back into the common funds. 

_ This is a matter which could be corrected if we were to inroads more 
plans where the pension is related to the cost of living. 


_ Mr. Gray: But do you not feel that if this were done this would dreate 
inflationary pressures of a serious nature? 

_ Mr. KIRKLAND: Madam Chairman, I am not an economist. I would rather 
not answer that question. 

I Mr. Gray: Let me put it this way. If for some reason your company were 
given the opportunity to be the consulting actuaries for the great majority 
of private pension plans in the country, and the amount of coverage they 
have now was maintained or increased, would you shrink back from providing — 
them with the cost of living index to which you referred? 
_. Mr. KirKLAnp: Where these plans are in effect there are certain limiting 
factors, such as the cost of living increases, just as there are in the Canada 
Pension Plan. The plans to which I am referring are in operation in the 
United States as part of our organization. 

+ As to whether the effect would be inflationary or not, as I say afi am not 
an economist and not qualified to answer, except that I imagine it would be 
no more inflationary than the pension index in the Canada Pension Plan. 

i Mr. Gray: Which you are willing to accept, at least as an actuary? You > 
were, at least, when you wrote your brief. 

a Mr. KIRKLAND: Madam Chairman, the difficulties we mentioned in our brief 
are not all of the difficulties. We concentrated on certain ones which we felt 
should be drawn to your attention. 

Mr. Gray: Just one final question. You made a comparison on page 24 
of your brief with U.S. social security and so on. This may have been covered, 
but are you aware that the 1965 report of the U.S. Advisory Council on Social 
Security advocated benefits, as I am informed, of $166 for a single man and 
$270 for a married couple? 

a Would it not be wise to assume that just as there have been increases in 
the U.S. social security level benefits over the past 10 years there will be 
increases in the next 10 years? 


__‘Mr. Krrxianp: We would be most surprised if there were not. Indeed, we 
have mentioned this point and we have said that we have assumed that any 
increases in the U.S. benefit level will affect both plans in both countries 
to a similar extent. 

e This is on page 24. We would anticipate that it is extremely likely that 
urther increases in wages and costs will bring about further adjustments in 
U.S. social security and will certainly have an effect on the benefit level in 
the Canada Pension Plan. We anticipated pending changes in the social security 
gislation that are not yet in effect. 

| Q Mr. GRAY: Quite so. You are suggesting, then, that the projected top level 
\ of benefit i in the Canada Pension Plan is for 10 years, hence the top level projec- 
tion now is likely to be even higher 10 years from now. 

Mr. K1rKLaND: If wages and costs increase in the next 10 years the formula 
for pte Canada Pension Plan will make provisions for a higher level of benefits. 
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Mr. GRAY: But your comparison, so far as the figures are concerned, is tht 
presently projected maximum 10 years hence with the United States figures 
taking into account the currently pending increases. If we also take into accoun 
such things as the recommendations of the United States Advisory Council or 
Social Security, to which I referred, would you not agree that it is quite likely 
that the disparity be either not existent at all, or not be as great as the 
disparity to which you refer in your brief? 

Mr. KIRKLAND: Madam Chairman, I believe that even this impending 
increase has met with some resistance in the United States legislation. However 
I think it is likely to go through, from my information. We would consider i 
unlikely that increases in the future would occur if we were to have aheac 
of us a period of stable costs and wages. I believe I am right in saying that the 
increases in social security that have occurred in the past have been due te 
the effect of inflation on the economy, and this would affect all plans broadly 
to the same extent. 


Mr. AIKEN: Mr. Kirkland, I would like to direct a few questions to you ir 
connection with the contracting-out proposal. You have made two suggestions 
one is extending the adjustment period, and the other is the question of con- 
tracting-out. You stated that you would really require an extension of the 
adjustment period before you could contract out. I presumed the opposite 
would be the case. In other words, we could accept your recommendation tc 
extend the adjustment period, and not the second one if we considered it not 
feasible. 


Mr. KIRKLAND: That is correct, Madam Chairman. 


Mr. AIKEN: I would like to ask about the financial implications of con- 
tracting out. I have the understanding that the plan is all-inclusive for financial 
reasons as well as social reasons. By that I mean that those who constructed 
the plan felt that they had to have everybody in it in order to make it 2 
properly constructed plan. Would this be anywhere near correct? 


Mr. KIRKLAND: Madam Chairman, I can imagine that if those who con- 
tracted out materially affected the averages that would apply to the populatior 
as a whole it could have some effect on the operation of the plan, just as 
the contracting out of a further province which happens to have a different 
age distribution or a different salary distribution would. Presumably thai 
would have some small effect on the costs of the Canada Pension Plan. 

It would seem that the difficulties that will arise from some employers with 
a young age distribution or low salaries, or something of this sort, contracting 
out will be no different from those that are being faced in Britain. According 
to my understanding, the decision whether to contract out or not in Britair 
did not depend upon the age distribution so much as the salary distribution 
But, I suggest it would not have any damaging effect on the operation of the 
Canada Pension Plan. I feel that it will not be a feature that will be employet 
by very many employers. I certainly think that there would be advantages i 
some of the larger employers were permitted to contract out. I am thinkin: 
of the provincial civil service, for example, and the teachers in some of thi 
provinces—the universities and bodies of that sort—all of which are providiay 
a level of benefits far in excess of the Canada Pension Plan. 


Mr. AIKEN: Would not the plan then lose its biggest and most easil}| 
collectible sources of contributions? 

Mr. KIRKLAND: It would lose some contributions, but it would also avol\) 
certain liabilities. 


Mr. AIKEN: I am just trying to find out because it seemed to me that thi 
was the reason why these people were not allowed to contract out in the con 
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4 
struction of the plan—because the biggest and easiest source of revenue would 
e gone 

s Mr. KIRKLAND: Madam Chairman, I have no sure knowledge of the 
reasons that motivated the Government in this matter, although I would 
suppose 10 years and the impending conversion to a pay-as-you-go basis, that 
contracting out would be very difficult and hardly practical at all. The level 
of contributions to provide the benefits for those near retirement under the 
Canada Pension Plan at the present time is so extremely low that it would not 
make contracting out very popular. 


Mr. AIKEN: I would like to ask one question about the mechanics of 
contracting out. This rather surprised me. You said earlier that if these bodies 
were allowed to contract out it would only be with respect to the main benefit 
and not with respect to the related benefits of disability and widows’ pension, 
and so on. Now, how could this be accomplished mechanically? If an employer 
contracted out would not that mean there would be no contributions to the 
plan? 

Mr. KIRKLAND: Madam Chairman, I would suppose that the contributions 
to disability and widows’ benefits will continue to be paid to the Government, 
just as they are in Great Britain, as would the contributions to old age 
security. It would only be the pension benefits to the employee that would 
be subject to contracting out, and the corresponding contributions would be 
excused. — 

Mr. AIKEN: I was under the impression that there was only one con- 
tribution. How can you divide the contributions? 

Mr. KIRKLAND: Madam Chairman, the contributions can be divided as 
between pension, on the one hand, and widows’ and disability pension on 
the other. A division was made in the interdepartmental study made in Quebec. 
Their contribution rate was 34 per cent for pensions, and 2? of 1 per cent for 
the other benefits. 

; Mr. AIKEN: Yes. Well, I understand that as a result of the amendment 
to the B.N.A. Act with the inclusion of these benefits the pension rate went 
up a precise amount in the calculations leading to this plan. I presume, there- 
fore, that it can be broken down in the same manner; that you can calculate 
the amount of contribution for retirement pension and the amount for related 
benefits. 

Mr. KIRKLAND: That is correct, Madam Chairman. 

Mr. AIKEN: But there is no provision in the act now. This would have to 
be an additional provision. 

Mr. LAVERDIERE: Madam Chairman, my question is simple, and it will 
be very short. I would like to know what is meant in the brief at page 9 
by the word “wisely” in this sentence: 

The Chief Actuary in his report has wisely avoided making recom- 
mendations in this respect. 


iT would also like to know what is meant by the word “political” in the next 
ysentence, which is: 
The matter is essentially a political question. 


Mr. KIRKLAND: Madam Chairman, I can only answer that question by 
Stating that it is not an actuarial question. I therefore assume that it will be 
a political question. 

Mr. LAVERDIERE: Well, what is meant by the word “wisely’’? 

' ‘ Mr. KirKLAND: Madam Chairman, a wise actuary confines his work to 


actuarial work. 
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‘Mr. MonterTH: That is not fair, Madam Sauer | a 


Mr. KirKLAND: I can answer that very gladly, Madam Chairman. | ] 
actuaries are also economists. © 


‘Mr. KNow Les: And some are also politicians. 


Mr. KIRKLAND: Madam Chairman, maybe the number will increase 
they see what an actuary can do ith this plan if he were a politician. 


The CHAIRMAN (Hon. Mrs. Fergusson): Are there any other questions? 


Mr. BasrorpD: Madam Chairman, I was going to be very quiet and e 
tempered tonight. I appreciate the fact of these gentlemen coming before 
but I have been a little disturbed by some snide remarks in your brief 
_ presentation, and in other briefs, about politicians and our political proces 
Speaking for myself, I am very proud to be a politician, very proud 
_ the political processes in Canada. It seems to me that, if our people need be 
pensions, we should be proud to be associated with the provision of such be 
- pensions. In my opinion, the getting of better pensions for our people is 
must be essentially a political question and we should not get pensions 0: 
when we are told we should get them by a group of authoritarian actuaries 
Mr. AIKEN: Mr. Basford is thinking of the six buck boys. mee: 
Mr. KIRKLAND: Being merely an actuary, not intending to inform pol 
_ticians what they should do, I can merely say that we are concerned in 
matter not with present politicians for whom I have the greatest res: 
but with an unknown generation of future politicians at every level of govern 
PION Gant =a 
Mr. Basrorp: I will answer that by saying that while you might not b 
an economist you are an actuarial politician. ii 
_--—s Mr. Knowles: You are both diplomats. 
i ante Mr. KIRKLAND: I am Irish, Madam Chairman, and that helps. 1 
ah The CHAIRMAN (Hon. Mrs. Fergusson): As there are no further questio 
ve on behalf of the committee I would like to thank you, Mr. Kirkland and 
_ Funnell, for making this presentation on behalf of your organization. You ha 
ft h brought to us some new and interesting ideas and suggestions which certai 
We _ will receive the serious consideration of the committee. 
ones Mr. KIRKLAND: Thank you. 


ag Roe a APPENDIX A23 anna na VGanmnten © Opie taka oe 
‘THE CANADIAN LIFE INSURANCE OFFICERS ASSOCIATION - aM, 
a Bein nt 302 Bay Street, Toronto 1, Canada . | atc dig 
. January 18,1965. 


Dear Mr. Cameron: 


a The following is the information concerning Chart 1 in our submission 
at was requested during the hearing on January 13th. ii 
_ Question 1: Why were the supporting figures not provided? : 1 saa 
4 Answer: The supporting information was omitted from the ne as 
the interest of brevity. We had it available at the hearing. 
The gross national product figures were taken from the national accounts ie 
the United States and Canada for the first two quarters of 1964 which were 
ailable to us when the submission was prepared. Population as at mid-1964 (ett 
used. The resulting per capita G.N.P. figures per month are $265 for the 
ed States and $195 for Canada. The third quarter national accounts have 
ce been released and for both countries are higher than these figures but 
e basic relationships depicted in the Chart would be unchanged. 
- More than 20% of the population of the United States now age 65 and 
er does not receive any benefit under the graduated benefit program which 
; been operating for more than 25 years. We understand that a decade or — 
ore hence this percentage will be smaller but still significant in size. Not- 
thstanding this, the minimum benefit shown for the United States in the 
art is that proposed for Social Security. Aside from this comment, we be- 
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Question 2: Why is there no date attached to Chart 1? ; 
Answer: We believed that no elaboration on paragraph 18 and the heading 
and explanatory footnote of the Chart was necessary. 4 


Question 3: Is it correct that Chart 1 applies to the year 1976 or later? — 


Answer: It is proposed under Bill C-136 that the $51.00 Old Age Security 
benefit be available in Canada for persons at 65 commencing in 1970 (Pro- 
ceedings No. 2, page 79). The $75.00 Old Age Security benefit is available now 
The maximum benefit shown in the Chart for Canada would be available in 
1976 or later. 

The minimum benefit under the United States Social Securit would be 
immediately available, we believe, if and when the proposed change in the 
program discussed last summer is put into effect. Since the U.S. benefit calcula- 
tion is based on wage records back to 1950 excluding five drop-out years 
(Proceedings No. 3, page 149) and since the maximum benefits of $143.40 and 
$107.55 shown above would be based on the fourth change in the pensionable 
earnings maximum since 1950, it would be a number of years after 1976 before 
U.S. beneficiaries would qualify for those maximum benefits. 


Question 4: If so, did the Association project both gross national produc 
and total population for Canada and the United States for the next ten years’ 


Answer: Yes. The following is he information on per capita G.N.P. pei 
month for the year 1975 which we had available at the hearing. & 

For Canada, using a G.N.P. of $88 billion (Proceedings No. 8, page 421) 
and population figures of 23,553,000 and 25,543,000 from the Actuarial Report 
(Proceedings No. 10, page 513) we obtain figures of $311 and $287, respectively 
for per capita G.N.P. per month. For the United States we used three pro- 
jections in Study Paper No. 20, 1960, issued by the Joint Economic Committee 
of the United States. Since the U.S. projections were in constant dollars, we 
adjusted for prices using the same assumption as in the Actuarial Repor 
(Proceedings No. 10, page 496). The three projections of 1975 per capité 
G.N.P. per month for the United States were $468, $424 and $391. We ther 
related the monthly benefit figures shown in the answer to Question 1 to these 
denominators with the following results: 


PROPOSED GOVERNMENT RETIREMENT BENEFITS r- 
ABOVE AS A % OF 1975 PER CAPITA G.N.P. 
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Question 5: Has it been assumed that the husband and wife are the same 
age in Canada? 

: Answer: As the footnote to the Chart states, it is assumed that in the case 
of the Canadian couple both husband and wife took the Old Age Security benefit 


at the same age; this does not necessarily mean that they were born in the 
same year. 


Question 6: Has this also been assumed for the husband and wife in the 
United States? 


Answer: It is assumed that both took the benefit at age 65 or over; this 
does not necessarily mean that they were born in the same year. 


Question 7: Is the Association aware that the average age of wives is 
generally two or three years less than the average age of husbands? 


Answer: Yes. 


Question 8: In paragraph 64, the Association. assumed that a man age 65 
had a wife age 63. Why was not this assumption made for Chart 1? 


Answer: This situation was covered in the answer to Question 1 and, in 
essence, in the Chart. If the Canadian wife is under 65 (or 70 as the case may 
be) and the U.S. wife has not applied for her benefit, then the “Single Person” 
benefits would apply. 


Question 9: If it had been made for Chart 1, would not the percentage for 
the married couples in Canada be reduced because the wife would not be 
eligible for Old Age Security? 


Answer: See the answer to Question 8. 


Question 10: Considering the fact that benefits for wives are available in 
the United States at age 62, would it not be correct to say that the percentages 
for married couples in the United States as shown in Chart 1 would be lowered 
if a more realistic assumption were made as to the age of wives compared to 
husbands? 

Note: We are not sure that we have correctly recorded the wording 
of this question from Mr. Cashin’s list. We shall check it against the 
transcript when it becomes available and if the substance of the question 
is wrongly set out above, we shall supplement or modify the following 
answer. 


Answer: The benefit available to the U.S. wife at age 62 is three-quarters 
of the benefit she would get at age 65. It follows that where the wife took the 
reduced benefit the percentages for each person in a U.S. couple would be lower 
as Question 10 suggests. 

As indicated in the answers to Questions 5 and 6, no assumption was made 
in Chart 1 about the age of wives compared to the age of husbands. 


Yours sincerely, 


F, Dimock. 
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SUBMISSION BY SAMUEL ECKLER 
OF 
ECKLER BROWN & COMPANY LTD. 


I. INTRODUCTION 


Bill C-136 is a major social document, the implementation of which will © 
profoundly affect the well-being of every Canadian. Since an expert evaluation — 
of the Canada Pension Plan involves the skills of the economist, the social — 
worker, the politician—as well as that of the actuary—I make this submission _ 
with some diffidence and yet with the hope that my comments will prove con- — 
structive in a small measure toward the development of a sound and adequate ~ 
system of social security for Canadians. I represent no one but myself and my © 
opinions do not necessarily reflect those of any of my clients nor of the actuarial — 
profession. is 

The contents of this submission can be classified into three parts: first, an ‘ 
alternative to the earnings-related Canada Pension Plan; secondly, the difa-d a 
culties attendant upon a federalized earnings-related plan; and thirdly, an iM 
examination of some aspects of Bill C-136. if 


Il. AN ALTERNATIVE TO EARNINGS-RELATED PLAN q 


If the Canadian and provincial governments could be persuaded to reverse — 
gears and start afresh, a major modification in the OAS flat rate type of program — 
should be made and the earnings-related supplement omitted entirely. The — 
provinces should limit themselves to the regulation of private pension plans | | 
and the establishment therefor of rules for minimum portability, disclosure — 
and solvency. The experience of the last twelve years has only reinforced the 

arguments set forth by the joint parliamentary committee chaired by Senator 
King and then Member of Parliament Jean Lesage in favour of a flat rate old 
age security benefit and opposed to an earnings-related pension. The OAS type | 
has many advantages over a complex earnings-related plan but these impress 
me as the most important of them: it is very economic to administer and easily — 
understood by everyone and it provides universal coverage and potentially clear- — 
cut fiscal arrangements. Perhaps we have lost our daring and become unduly — 
impressed with the conventional earnings-related type of state pension plan. © 
We pioneered twelve years ago in devising a plan that is now relatively generous © : 
on a flat basis and have not given it a chance to work. It seems to me that with 
i the following major changes it could be made to work. 4 ; 


1. The level of benefits should be adjusted by some formula relating to the 
basic general wage level throughout the country. Some consideration might be 
given to the idea of William M. Anderson that the OAS payments should vary — 
by age in relation to the economic needs and resources of the various dn 

\ age groups. ; 
Ne 2. The main argument against the flat rate benefit is that it does not take 
account of the different earnings levels in various provinces and areas in the 
country. If one is sufficiently concerned about this objection—I am not since lig 
_ would be inclined to favour a redundant OAS payment in small segments 0. * 
+ the Canadian community as a modest price to pay for the universality and 
A administrative economy of the OAS type of plan—the level of benefits could 
< _ be varied in relation to the periods of residence in any specific province during 
; the five or ten years preceding the attainment of minimum age for entitlement 
to the OAS benefit. This would be a far easier administrative arrangement than 
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4 ‘differential—e. g. husband age 70 and wife age 65—receives i 5 a month for five 
: years and $150 a month after they both reach age 70. This sharp increase in 
_ benefits after five years will only infrequently coincide with the resources and 


- couple after both attain age 70, a formula could be devised to provide something 
- less—e.g. $125 per month—to a couple when the older spouse reaches age 70. 
im Again this would not be a serious administrative problem and would certainly 
- not require the type of record-keeping necessary for an earnings-related plan. 


4. Actuarially reduced OAS benefits could be provided any Canadian over 


Dnicht require larger cash disbursements immediately, it would not necessarily 
_ involve an additional real cost. 


j 5. Disability pensions could be granted to all Canadians who have completed © 
q the residence requirements, intially perhaps for disabilities commencing after 


| 6. Projections of benefit payments for reasonably long periods of time should 
_ be made regularly and disclosed to parliament. 


| 7. Specific income for the OAS fund in the form of taxes or contributions 
- should be prescribed by statute on the basis of such long-range projections. 


8. No major amendments should be made without prior actuarial and eco- 
- nomic studies. 


Ill. FEDERALIZED EARNINGS-RELATED PLANS 


a The idea of starting afresh—I fear—is now an exercise in nostalgia. If the 
' Canadian consensus it that an earnings-related supplement is essential and that 
_ the OAS type of plan is not sufficient by itself to resolve the basic old age and 
_ other security needs of Canadians, then I like to think that it is still possible to | 
_ work out a national plan and not a fragmented series of provincial-federal sup- 
_ plemental plans. 

i The difficulties of fragmented provincial-federal pension plans are not suf- 
' ficiently appreciated. There is a fundamental difference between a pension plan 
and other social security measures, such as hospital insurance and workmen’s 
compensation. Under a pension plan, a Canadian will accrue benefits during his 
_ working lifetime; and although the benefit payments will start at a definite date, 
' they will be related to his work period spent often in more than one province. 
He does not build up the same accrued benefits under workmen’s compensation 
or hospital insurance. In these cases the benefits and the liabilities are allocated | 
= oO the province where the accident or sickness occurs. The same analogy cannot — 
therefore be applied, as some have done, to accrued pension benefits. A state 
“pension plan is a social security program and should be on a national and not a 
‘regional basis. : 
I am sympathetic with the desire of ‘Quebec to run its own show and the 
Similar desire perhaps of other provinces. But surely these objectives could be 
reached by developing a national earnings-related supplemental plan adminis-_ 
tered by a state agency representing the federal and provincial governments. 
There is no reason as well why an accounting could not be maintained so that 


1414 JOINT COMMITTEE 


each province invests as it wishes the funds accumulated in that province. Such 
a plan would be enacted not by the Canadian parliament alone but by some. 
joint measure of the provincial legislatures and the Canadian parliament. 
Changes would then require unanimity among the provincial legislatures and 
parliament. The fact that it is difficult to amend the plan might be attractive to 
the representatives of the provinces and the country at large but only if the 
initial plan is devised with sufficient foresight and flexibility to provide for ade- 
quate old age security for a long period of time. 

Is it too late now to persuade all the provinces to join a national plan and 
avoid the separate plans now being contemplated? 


IV. COMMENTS ON SPECIFIC PROVISIONS OF BILL C-136. € 
1. Costs and funding. ‘) 


(i) The size of the CPP fund is uniquely determined by the relation- — 
ship in each future year between the total income of the plan (con- , 
tributions and interest) and total outgo (benefits and expenses). A change ~ 
in any of these components in any future year will change the amount of — 
the fund. Accordingly, the size of the fund will be affected by many ~ 
factors including the benefit and contribution formulae, levels of con- — 
tributory earnings, the period over which benefits reach full maturity — 
(which is now ten years), various actuarial, economic and demographic ~ 
factors such as family composition, rates of mortality, fertility, disability, — 
retirement, interest, unemployment, participation, etc. & 

(ii) The difficulty of estimating many of these factors for even a 
relatively short period of time leads me to prefer a projection for a 
period of about 25 years. A projection beyond that period is speculative — 
and perhaps even deceptive. un 

(iii) I favour neither pay-as-you-go nor full reserve financing for — 
the CPP and the OAS plan. Pay-as-you-go financing would involve too 
frequent changes in contribution levels which might be administra- 
tively and politically awkward and would necessarily lead to fiscal 
irresponsibility. Full reserve financing would probably require an un- 
necessarily long period for the benefits under the plan to reach full 
maturity and a gigantic fund which might be entirely impractical. 

A projection of income and outgo of both the CPP and the OAS plan, 
using a single set of the most realistic assumptions, should be made for 
about 25 years. An average contribution level for the CPP and an aver-_ 
age set of tax rates for the OAS plan should be determined on the basis — 
of such projections. This method would necessarily involve the accu- — 
mulation of a fund of moderate size. 

The financing method suggested here is the same for all practical 
purposes as that used for the CPP except that, with some modification, — 
it should be extended as well to the OAS component. id 


4 


2. Self-employed. One of the reasons given in the Lesage-King report on 
old age security in 1950 for favouring a universal flat-rate plan over an earn- 
ings-related plan was the difficulty of covering the self-employed under an 
earnings-related plan. I think the CPP is right in making the coverage of self- 
employed compulsory but perhaps too optimistic that coverage and contribu- 
tions will really be effective for this entire group. 

3. The 12% floor. No contributions are to be made on annual earnings below — 
the floor which is defined as 12% of the ceiling—i.e. $600 at the outset. On the 
other hand, the benefits are to be based on all earnings up to the ceiling includ- 
ing earnings below the floor. There is much to be said for this idea. In effect, it 
produces a graduated rate of contributions and exempts entirely the contribu-_ 
tions for employees earning under the floor. In practice, however, I am fearful 
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that it may become an administrative headache because of the large number of 
refund cheques that will undoubtedly have to be processed and mailed each year 


to contributors who have made overpayments. The same advantage could be 


2 
e. 


obtained by eliminating the floor from contributions and changing the benefit 


_ from a uniform 25% of the adjusted wage to something higher than 25% of the 


_ adjusted wage below the floor. Administratively, this latter method seems pref- 
erable because the adjustment or calculation would be made only once in the 
determination of the benefit and not literally hundreds of times as at present 
in the determination of contributions. 


4. Uncovered groups. The very nature of the Canada Pension Plan omits 
large groups of the Canadian population from its full benefits. These groups 
include the present retired population, Canadians who will be retiring before 
1976 when the Canada Pension Plan reaches full maturity, those self-employed 


who should but may not contribute to the Canada Pension Plan—and there may 


be a large number of these—and those Canadians who for some reason or 


another are not in the labour market, such as the disabled and the unemploy- 
able. This major defect can be diminished by shortening the maturity period 


and by enlarging the scope of the OAS plan. 


Respectfully submitted, 
SAMUEL ECKLER, F.S.A._ 
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the type and extent of such protection. This is also true in the matter of the 


ferent levels of government. 


They do feel, however, that they should not be expected either now or in thelll 


elements or characteristics of the proposed Government Plan as set out in © 


, : or not there should be pensions available but rather what kind, how a 


APPENDIX A25 i rf 
SUBMISSION BY THE CANADIAN MANUFACTURERS’ ASSOCIATION 
67 Yonge Street, Toronto 1, Ontario : 


December 21st, 1964. | 
PREAMBLE AND PHILOSOPHY 7 

1. The Canadian Manufacturers’ Association welcomes the opportunity of : 
presenting its views concerning the Canada Pension Plan as set out in Bill 
C-136. a 

2. The Association is a non-profit, non-political organization of manu-_ 
facturers who, in 1871, first joined together to take concerted action on their — 
common problems and interests. The Association’s membership of over 6,000 
is located in over 600 cities, towns and villages from coast to coast and pro-— 
duces about 75 per cent of Canada’s total manufacturing output. It may be 
interesting to note that more than three-quarters of the Association’s member _ 


_firms employ less han 100 persons. 7 


3. The Association is aware that in our modern economy various types of 
Beer oe are necessary to ensure continuance of some income when the bread~ 
winner’s earnings are cut off through unemployment, disability, retirement or — 
death. Much of this protection can be and is provided through private welfare 
plans either on an individual basis or through group arrangements. 


4. There are and will continue to be differences of opinion concerning — 
share of protection costs to be borne by the individual, his employer and dit. 


5. The Association has long recognized there is a social cost of doing 
business and its members are prepared to meet their fair share of this costal 


future to meet a disproportionate share. The Association strongly urges that 
this be fully taken into account in any and all social legislation including the — 
very important question of timing, priorities and aggregate effects of a total 
program. 

6. The social costs of doing business are not likely to remain static but these © 
should not grow at a rate faster than the economy can effectively absorb. In ¢ 
fact, they cannot grow faster without having a significant impact on the overall — | 
well being of the nation and ultimately on the people they are intended — 
to help. a 

7. The Association holds the view that any government pension plan re- q 
quiring compulsory participation of employees must be on a shared cost or 
contributory basis. This is a very important principle which has been advo- M i 
cated by numerous representatives of government including the Right Hon- — 
ourable The Prime Minister. The Association is pleased to see this is one of the © 


| 
| 
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Bill C-136. To preserve the contributory nature of the Plan it, of course, would — 
be necessary for employees to pay on their own behalf their full contributory — 
share. In any case, where this is not done the Plan would cease to be a con- 
tributory plan because the contributory principle would itself have been 
abandoned. 

8. The Association fully realizes there is need for some level of retirement | 
income for the people of Canada. Its view therefore is not a question of whethe r 
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when and on what basis as well as from what source or sources. It is within 
is framework the Association presents its views. 


_ 9. At the very outset it should be made abundantly clear that the As- 
i sociation declares itself as supporting the principle of uniform pension legisla- 
tion for the people of Canada. It does, however, feel compelled to register its 
) disappointment that negotiations between and among the federal government 
and provincial governments has failed to produce a single plan in which all 
provinces would participate. The Association is so concerned with this un- 
satisfactory result that it strongly urges further negotiation in which all prov- 
_inces would participate and hopefully arrive at a common understanding and 
a single plan. 
10. It is the firm position of the Association that differences should nae exist — 
between and among provinces in the type, extent of coverage, administrative 
interpretation and application. In these circumstances and having regard for 
economy of operation, facility of administration and anticipated public accept- 
ance the objective must surely be a single plan centrally administered. 
\ 11. It must be recognized that it is both appropriate and desirable for . 
_ pensions to be provided through private sources as well as government sources. 
-On this basis governments should not pre-empt the field either by legislative 
' action or by providing a level of benefits that would have a similar effect. 
12. It is suggested the function of government in this field is to provide 

basic pensions and the function of private plans thereafter is to provide such 
3 variable supplements as equity for all employee groups may suggest and as 
y the means of employers and employees will permit. 
i 13. The benefits of the proposed Canada Pension Plan stretches the concept 

fof a “basic pension” ta its full limit and when added to the Old Age Security 
benefit goes somewhat beyond what the Association regards as basic. } 
4 14. The Association is very concerned that the Canada Pension Plan 
4 _ function efficiently. Its concern is reflected in the suggestions it offers, some 
_ of which are to relieve anticipated administrative difficulties and others A Sista 
_ changes in substance and concept. 


FUNDING 


oe Bad 4) some extent funding is an expression that lacks precise definition. 


‘will be diverted for use in provincial and municipal works projects of one kind © 

or another. 

. 17. The Association supports advance funding of private plans because 
there is no guarantee the employer will continue in business and always earn 

. Boueh money to pay private pensions out of current earnings. This view does 


‘of advance funding is virtually eliminated or substantially reduced. In this. 
“Tespect the need is limited to a modest stabilization fund for emergencies and 
contingencies. For these reasons the Association suggests what is sometimes 
referred to as pay-as-you-go basis. On this basis the proposed wage rate tax 
Or input should be reduced to reflect this change for both the employee and 
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18. The Association draws attention to the fact that the flat rate Old Age 
Security benefit is a non-funded plan which is frequently referred to as pay- 
as-you-go. While the method of financing is different from that proposed in 
the wage related benefit, the principle of being unfunded is recognized. 


19. In earlier public statements the Minister of Health and Welfare has 
declared in favour of a pay-as-you-go plan although manufacturers have not 
yet been made aware of the reasons for scrapping this so-called pay-as-you-go ~ 
approach. ) 

ENTRY AGE 


20. For a number of reasons including the benefit formula the entry age ~ 
of 18 is important. This matter has been the subject of much serious discussion — 
by the Association because of the effect it will have on participation and benefits. 


21. While a good case might be made to raise the entry age to 21, this is — 
not being urged at this time. The Association would not object, however, to 
the entry age being raised to 21. | 


22. The Association believes young people should be encouraged to continue © 
their schooling, at least up to their natural capacity for learning. For this — 
reason it is suggested that provision be made to exempt persons who are 18 > 
or more years of age but less than 25 years of age who are in full time 
attendance at a school or university as may be defined by regulation, having 
been in such attendance substantially without interruption as defined by © 
regulation since they attained 18 years of age. ; 

23. This suggestion will provide some relief to the student who otherwise ~ 
will have used up most if not all of his 10 per cent exemption for low earning © 
years before he can enter the work force on a regular basis. 


wn te 


YEAR’S BASIC EXEMPTION 4 


24. The Association is aware that the purpose of the exemption is to vary 
the cost for an individual in relation to earnings. Initially this exemption 
would be $600 based on 12 per cent of $5,000. This is of real concern to manu- 
facturers for a number of reasons including administrative difficulties it will 
create. It may also be a source of administrative difficulty for the government. — 


—— 


25. The Association does not have data to identify or support projections, 
nevertheless it believes that refunds over a period of time will be counted in 
the millions. In its view the clerical and administrative work involved will 
be out of proportion to the benefit involved. a 

26. Section 39 of the Bill appears to contemplate refunds to employers > 
and employees. It certainly is not clear which employer would be credited » 
where an employee changed jobs a number of times during a year. 


27. Many people whose earnings are below $600 annually are the very 
people who need the benefit most. | 


28. The Association strongly urges the elimination of this $600 exemption. 
In doing so it requests that the wage rate tax be adjusted downward to reflect 
fully this change, since the tax would apply against a wider range of earnings. 
The Association recommends further that for those persons who earn less 
than $600 in any one year a standard benefit unrelated to contributions be 
incorporated into the Plan. Specifically, we suggest that such persons should 
not be exempt from the status of contributors but should contribute on the 
basis of their actual earnings matched by equal contributions by their em- 
ployers. We would regard all contributors earning less than $600 per year 
as belonging to one category which should be entitled to 25 per cent of $600, 
that is, $150 per year by way of benefits on the present Maximum Pensionable_ 
Warnings of $5,000. 
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ESCALATION 


29. The Association recognizes that pension benefits cannot remain at the 
same level forever, but it does not support precommitted increases based on 


an index as proposed in Bill C-136. Even with the intended safeguards it will 


feed on itself since the increased costs will in most cases have to be passed 
on to the consumer. Furthermore this is bound to raise questions of equity 
in all other types of pensions including disability, workmen’s compensation 
and private plans. It will impact also on civil servants’ pensions and perhaps 
members of parliament. 


30. Experience during the war years with the War Time Cost of Living 
bonus demonstrated clearly the pressure such automatic increases generate. 
In that case it was necessary to abandon the principle because of the pressure 
against prices. 

31. The Association believes review periods would be necessary but these 
might be spaced at reasonable intervals of not less than five years. They should 
not be dealt with by the government as a matter of political expediency but 
on the basis of equity consistent with the ability of the economy to cope with 
the extra costs. 

RETIREMENT BEFORE AGE 65 


32. While age 65 is generally accepted as the normal retirement age for 
employed persons there are many instances of retirement prior to age 65. 
Such early retirements may be prompted by an employee’s desire to leave 
the work force at an earlier age, or a physical inability to meet the demands 
of his job as he grows older, or in some cases, by what might be termed 
technical obsolescence. 

33. The Canada Pension Plan as presently proposed, occasions a sub- 
stantial loss of pension benefits to those who retire early. For example, a par- 
ticipant age 45 at the effective date of the Canada Pension Plan has a primary 
contribution of 20 years. If he leaves the work force at age 60, his productive 
earnings stop at that point, but his benefits will nevertheless be based on his 
earnings from age 45 to age 65. The years from age 60 to age 65 when he is 


no longer working or earning, are included in the calculations which determine 


his pension benefit. As a result of averaging his actual contributory earnings 
over an 18 year period (20 years less the 10 per cent provision), rather than 
a 15 year period, the participant would receive a pension benefit substantially 
less than would have been the case had he worked until age 65. In addition, 
of course, the benefit would not commence until five years after his actual 
retirement, that is age 65. 


34. The Association strongly recommends that in addition to the present 
permissible exclusion of 10 per cent of contribution years, Bill C-136 be 


amended to provide that a participant who withdraws from the work force 
prior to age 65, will have his pension computed on the basis of average earnings 


to the date of such withdrawal. 
35. It is further recommended that in the case of early retirement, be- 


tween age 60 and 65 as defined, the participant be given the option of receiving, 


Pi 


immediately upon retirement, the actuarial equivalent of his age 65 pension 


entitlement including the Old Age Security benefit reduced on a like basis. 


1, 


7 
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POST RETIREMENT EARNINGS 


36. The amount of annual earnings permitted without penalty in the 
benefit at retirement before age 70 is inadequate. It should be remembered 


_ all employees will not qualify for the maximum benefit under the Plan. 


Many such people will need to supplement their pension by earnings from 
5 employment. 
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os ec amenis the main purpose of this limit is to determine at what t 
‘ income level a person is retired for purposes of the Plan. © 
“yh In the view of the Association this limit should be increased io a more. 
‘realistic amount. For this purpose it is suggested 25 per cent of the Year’s 
Maximum Pensionable Earnings would be more in line which initially would 
Ni be $1,250 annually. The same rate of penalty could be applied up to $1,500 
and beyond. That is, calculated on the same basis. 


INCOME TAXES 


38. A number of public statements have been made by representatives of 
government to the effect that all contributions to the Canada Pension Plan — 
would be exempt from income taxes. This is important and provisions, should ~ 
be made to accommodate this in appropriate acts. The employers’ contributions 4 
to the Canada Pension Plan should be an allowable business expense over ~ 

and above present allowable limits. 


39. The Association is pleased to see some provision is made to include 
benefits for widows, orphans, disability and widower’s disability. It is suggested — 
that disability benefits should be exempt from income tax as is done in the | 
case of workmen’s compensation and insured disability benefits. 


CONCLUSION 3 


40. It is not the purpose of the Association to indulge in or present a dis- © 

course on economic theory. The Association is, however, aware that honest © 
differences of opinion exist among economists and others concerning the effect © 

of such an important transfer of funds from the private to the public sector 

of the economy. Differences of opinion also exist with respect to the effect of © 

the large pool of funds to be accumulated if the Plan remains in its present © 
4 form. These opinions vary from serious consequences to virtually no significant © 
effect. At the one end of the scale there are those who contend it would inhibit 
capital formation because of diversion of funds. There are those who foresee a 
lowered interest rates which would attract capital expansion and, of course, © : 
those who believe the lower interest rates would be less attractive to foreign } 
money which is very much needed for full expansion. . x 

41. The position of the Association is that many of the apparent risks are 
identified with the rate of accumulating the pool of funds. These risks could be® 
ae eliminated or at least reduced by a course of action that avoids such a high level i 
’ of accumulation. In other words “pay-as-you-go”’. ‘ 


42. There are more than 2,000,000 people in Canada covered by privatel 
HA pension plans. Many of these are eraplawees of manufacturers. It is natural — 
then, for manufacturers to be concerned with integration of the proposed Canada _ . 
Pension Plan with existing private plans. This is a complex situation requiring © 
considerable thought and in many cases actuarial advice. Most manufacturers © 
- eannot afford to pyramid Canada Pension Plan benefits on top of existing” 
ae private plan benefits. Indeed there is considerable doubt the economy could — 
at this time stand such a course of action if generally practiced. 


43. The White Paper concerning the Canada Pension Plan indicates clearly 
there will be problems of integration. The government wisely has provided for” 
freedom of action in this respect. This freedom is essential and must be retained © 
af; in whatever form the Canada Pension Plan is finally enacted. g 


oh 44. The Canada Pension Plan, whatever its final form, will have an im-— 
_ portant effect on the lives of individual citizens, of employees, employers and ; 
bs . the economy as a whole. It is complex. It involves substantial sums of money. 
‘sy It will take quite some time for it to be absorbed into a way of life. For these 
-and related reasons the Association strongly urges that consideration of other 
social welfare schemes be delayed to a more appropriate time. 


¥ f 


Bi 
é 


Poy et Seats glee AS oy fA eT as FY Cem SIM ee * DATO ES Rated fy ee 
ia is eames Ce es ath al Wiel ti a cg a eM A aR 
f Fi 4 uO a ss Sh : 


“CANADA PENSION PLAN ee pe fi 1421 


SUMMARY < 


45. The 1 main suggestions and recommendations of the Association’s sub- 
mission are set out below. 


a single plan for all provinces, such plan to be centrally admin- 
istered. (vide paras. 9, 10; page 3) 

(2) The high level of advance funding of the Plan be Sauentatty | 
reduced to provide only such funds as will meet the requirements 
of current pension benefits, together with a modest stabilization 
fund for emergencies and contingencies. (vide paras. 12, 13, 15, 16, 
17, 18, 19, 41; pages 3-5, 11) 

(3) Exempt students as defined. (vide paras. 20, 21, 22, 23; pages Ge 6) 

(4) Eliminate the Year’s Basic Exemption which initially would be 
$600 and have first dollar coverage relying on the minimum entry 
age to take care of young workers. (vide paras. 24, 25, 26, 27, 28; 
pages 6, 7) 

(5) Eliminate escalation on pre-committed increases and substitute a - 
review period of five or more years. (vide paras. 29, 30, 31; page 8) 

(6) Change the benefit formula to avoid penalizing early retirement 
which results from years of zero or low earnings. (vide paras. 
32, 33, 34; pages 8, 9) ; 

(7) Permit optional retirement from age 60 with actuarial modifications 
in benefits. (vide para. 35; page 9) 

(8) Raise the level of permitted post-retirement earnings without pen- 
alty of reducing benefit entitlement. (vide paras. 36, 37; page 10) 

(9) Provide for both employee and employer contributions being exempt. 
from income tax over and above present exemptions. (vide para. 
38; page 10) 

(10) Provide for disability benefits being exempt feo income tax. (vide 
para. 39; page 11) 


(1) Further consideration and negotiations be undertaken to achieve 
} 
\ 
| 
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APPENDIX A26 


SUBMISSION OF ALEXANDER & ALEXANDER SERVICES LIMITED 
INDEPENDENT CONSULTING ACTUARIES 


(January, 1965) 


Alexander & Alexander Services Limited, which is one of Canada’s leading | : 
firms of independent consulting actuaries, does not represent the interest of — 
insurance companies, trust companies nor any financial institution. Our clients — 
include the largest industrial concerns in Canada, together with authorities © 
representing different levels of government, universities, school boards, etc. — 
The following Brief is submitted to assist the Joint Committee in its efforts 


to discern and eliminate, or minimize, problems that may be created by the ~ 


form of Canada Pension Plan established under Bill C-136. We hope thereby 
to provide material that will ultimately act to the benefit of our clients and 
their employees. 


We also recognize that, as professional actuaries, we have a duty to the a 


community as a whole to protect the future against the possible ravages of the 


present. We recognize that the C.P.P., once established, will most probably — 


represent a permanent feature in our economy and therefore we feel it merits 
very critical examination at this stage. 

Perhaps this Brief can be most helpful to the Joint Committee if we 
start by setting out certain difficulties that the C.P.P. could cause and follow 


this with suggestions of a practical and constructive nature as to possible means — 


of avoiding these difficulties. It is fully appreciated that any proposed solution 


should not detrimentally affect the ultimate purpose of the plan. 


As the Joint Committee may be aware, a very able Inter-Departmental 


Study of the Quebec Pension Plan was published in April, 1964. The Study © 


was conducted by members of the Quebec Government Departments of Labour, 


Industry and Commerce, Finance and National Resources. The Quebec Gov- 
ernment’s Consulting Actuaries also assisted in the preparation of the Study. 
It related to the plan before it was modified later that month in agreement 
with the Federal Government. Re-reading this Study reminds one of the fact 


that the present C.P.P. and the present Quebec Plan, are very similar indeed — 
to that proposed by Quebec prior to April, 1964. However certain changes were | 


made and we respectfully suggest that at least one of these changes has 


created or magnified the difficulties we are about to draw to your attention. © 


We shall refer to this Study again. 

We first set out a very brief description of each of the eleven difficulties 
we wish to draw to your attention. This is followed by a reasonably full ex- 
planation of each difficulty together with a solution, partial or otherwise, that 
we respectfully submit for your consideration. 


Description of Difficulties 
1. Inherent instabilities associated with funding system. 


2. Rising ultimate pay-as-you-go cost plus the continuing cost of Old — 


Age Security Pensions. 
3. Too great an advantage to participants in the higher income bracken 


by reason of the redistribution of income effected in their favour. 


4. Difficulty of preventing a certain number of individuals who have 


contributed to private retirement plans receiving a total retirement 


income higher than their terminal salary. 


5. Certain difficulties in connection with integration with private plans. — 


i 


Sy 
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6. Contributions by self-employed a problem when the pay-as-you-go 
rates increase in the future. 

7. Further integration difficulties when et are on a pay- 
as-you-go basis. 

8. Overall government benefits payable in Canada effectively in ex- 
cess of those payable in the United States in 10 years’ time. 

9. Plan out of line with certain features that have been tested and 
proved by other countries. 

10. Features of Plan that were the subject of Ghee puna comment 
in the Report of the Royal Commission on Banking and Finance 
published in 1964. 

11. Difficulties in the area of Union-Management negotiations likely to 
be caused by Plan. 


We should point out that it is reasonably certain that most of the above 
difficulties will arise although there are some that are a matter of opinion 
and, at this stage, it is not possible to make a categorial statement as to whether 
or not they will have full effect. However, since each and every one of these 
difficulties could arise, we feel they should be drawn to your attention. | 

The first of the above difficulties relates to a somewhat technical matter. 


In order to explain this as clearly as possible the description covers several 


sheets. Later descriptions are very much shorter, but we would recommend 
that the first description be given special attention. It contains certain elements 
that have a bearing on later parts of the Brief. 


1. Inherent instabilities associated with funding system. 


Lest it be thought from this description that we are in any way critical 
of the Report submitted to you by the Chief Actuary of the Department of 
Insurance, Mr. E. E. Clarke, we would take this opportunity to record that we 
consider this Report to be representative of the highest standards of pro- 
fessional actuarial -work. It compares extremely favourably with the best 
Reports made in connection with Social Security plans in other countries. 

Mr. Clarke’s Report does not deal with difficulties that might arise out 
of the Plan. However he covers fully the area assigned to him and provides 
valuable figures relating to the actuarial operation of the C.P.P. in future. 
His valuation was designed mainly to develop pay-as-you-go contribution 
rates and not to draw conclusions from the results. For our part, the con- 
clusions we have reached are partly derived from the Report so that, in effect, 
we have endeavoured to take the matter a stage farther forward. 

We would first explain briefly the meaning of certain funding (or financ- 


ing) systems. 


(i) Pay-as-you-go system 

Contributions collected during a comparatively short period are 
used for payment of benefits becoming due during that same period. 
Any reserve is small and its only purpose is to avoid fluctuations in the 
expected contribution rates. 

Under this system the contribution rate increases gradually due to 
the rising percentage of retired persons who become entitled to the 
full pension. This increase will also be continued if there should prove 
to be a gradual long-term increase in the proportion that the number 
of persons over retirement age bears to the working population. 


(ii) Full reserve system 
This system involves the accumulation of large reserves sufficient 

to guarantee continued payment of current pensions together with de- 
21757—7 
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in the case of private plans where continuing membership is not. 
guaranteed. Typically a level rate of contribution, expressed as a per: 4 
centage of earnings, is required together with extra initial contributions 
where the original members are granted pensions for prior services. No. 
government (not even Sweden) uses the full reserve system. a 


(iii) Mixed system 


Any system between the pay-as-you-go and the full reserve systems 4 
is a mixed system. Generally, the mixed system may be considered to be. i 
composed of a pay-as-you-go system to which is added a reserve created - 
by the balance of contributions which have not been used for paymenia . 
of benefits. . 


(a) Mixed system designed for early conversion to pay-as-you-go 


The second edition of the C.P.P. (as announced March 17, 1964) was © 
an example of this. The plan would: have been over-financed as com- — 
pared with a pay-as-you-go plan for some 10 years and thereafter would i 
have reverted to the pay-as-you-go system. 


(b) Mixed system designed for later conversion to pay-as-you-go 


The present (third) edition of the C.P.P. adopts this form of mixed — : 
system. The conversion to pay-as-you-go would seem to be likely after — 4 
some 15 to 25 years depending upon government action in the meantime. , 


(c) Mixed system designed to produce level contribution rate 


In the case of a community with a stable age distribution where © 
prices and wage levels and interest rates are also stable, this system — 
would call for a contribution rate equal to the sum of the level contribu- — 
tion for a new entrant into the plan at the youngest age plus interest 
on an item we may describe as “initial unfunded liability”’. (This 
effectively means the lability for those who are in the plan at its in- — 
ception to the extent that the new entrant’s level contribution rate isn 
insufficient for this group). i 

These conditions are not likely to apply in Canada. The population — 
is growing, the age distribution is changing, prices are unfortunately _ 
rising—but so, to a greater extent, are wages. Nevertheless it is still 
possible to determine a contribution rate that will take these factors into 
account and will enable a Mixed System to be adopted that has been | : 
designed to produce a level contribution rate for 30, 40 or more years” 
into the future. nd 

The Quebec plan, prior to the April, 1964 change, was essentially ‘ 
based on such a system and the validity of the basis and actuarial cal-— 
culations was tested to ensure the contribution rate would remain level, 


on reasonable forecast assumptions, for at least 50 years. of 
fe 
Let us now compare (ili)(b) with (iii)(c). We wish to draw to your 


inp ahanee that the “Mixed System designed for later conversion to pay-as-_ 
you-go” places great responsibility on future governments. And here we refer | 
not only to future federal governments but also to each and every future i 
provincial government. As has already been explained to the Joint Committee 
by Mr. Thorson, a province setting up its own plan initially is required t to 
provide comparable benefits but not necessarily comparable contributions nor if 
investment administration. Furthermore it has also been made clear that su ho 
a province could thereafter deviate from the federal plan even as regards” 
benefits; it could do this at the expense only of the possible withdrawal fro m : 
certain agreements with the federal government relating to the refunding ¢ of 
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overpayment of contributions, the sharing of costs of benefits in certain cases 
and items of a similar nature. 
_ However the main point is that provinces who set up their own plans may 
change contribution rates, and, of course, the federal government may change 
contribution rates subject to the required period of notice and required pro- 
_ vincial agreement. Indeed this is to be expected in the very nature of the 
Btunding system adopted. Unfortunately this form of Mixed System in itself 
Sets no guide lines and imposes no discipline on the authorities. Under the 
_ pay-as-you-go system the contribution rate is fixed by the system. Under the 
| ‘Mixed system designed to produce level contribution rates (the original Quebec 
Bsystem) the very nature of the system will tend to compel future governments 
to adhere to the guide lines initially established. But under the present C.P.P.’s 
form of Mixed Funding it is not possible to define what contribution rates 
“apply after, say, 10 or 15 years nor when the system will be converted to the 
rising pay-as-you-go system. The Chief Actuary in his report has wisely 
avoided making recommendations in this respect. The matter is essentially a 
political question. 
i Perhaps we should look to other countries to find out how this problem 
_has been faced. Unfortunately no other country has, so far as we have been able 
_ to determine, ever adopted this particular form of en funding (i.e. designed 
for later conversion to pay-as-you-go). The U.S. system was of the type 
"designed for early conversion to pay-as-you-go and the Swedish system is, 
"according to Professor Lundberg! funded as to “an arbitrary part of it. It has 
“no actuarial thinking behind it at all. It is just (funded as to) the part we 
Bouck sufficient for compensating potential loss of savings.” 
In any event one would suppose that a socialist government as is found in 
Bsweden would be willing to keep pensions and contributions more in the hands 
of future politicians than the Canadian government—especially when it is 
remembered that both federal and provincial governments are concerned in 
- Canada. 
e Accordingly we present as a difficulty, the fact that there are inherent 
instabilities associated with the funding system. The operations of the plan 
will be very dependent on future actions of future governments. The matter 
could be a recurring election issue both at the Federal and Provincial govern- 
- ment levels. To take the matter further, we could consider the case of one of the 
- provinces whose needs for investment in government projects do not require the 
‘fund created by the C.P.P. Such a province might consider establishing its 
own plan with comparable benefits but funded throughout on a pay-as-you-go 
basis. For many years into the future—and probably indefinitely—the members 
of that province would have made lower contributions to the provincial plan 
than other Canadians had made to the C.P.P. 
‘i Perhaps we should also point out that the very existence of the arbitrary 


‘not essential to the working of the plan nor to the continuation of the loosely 
f defined progress of future contributions, may in itself represent a danger. 


: benefit improvements “at no additional cost” once it is realized that the effect 
i on contribution rates would be felt only after several years. 


(i) Tests indicated that the restoration of the original transition 
period of 20 years, which was a vital part of the original Quebec plan, 
will effectively alter the funding system of the C.P.P. to the “Mixed 
System designed to produce a level contribution rate”. The danger of 


- @ Professor Erik Lundberg, who assisted in the establishment of the Swedish plan, made this 
statement in evidence before the Porter Commission. 
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the above mentioned difficulties arising would then be much less. The 
plan would be known to be one requiring a level contribution and action 
by future governments would have to be along well defined lines if this 
important feature of the plan was to be preserved. 

(ii) To make the matter of the future operation of the plan even 
more secure, a system could then be developed that will permit con- 
tracting out by Employers providing equivalent or better benefits. Thisg 
would provide a further stabilizing effect on the plan. 


Both these solutions will be discussed in greater detail later in this Brief, 


2. Rising ultimate pay-as-you-go cost plus the continuing 
cost of Old Age Security pensions 


The Quebec Study mentioned above examines the effect of reducing their 
original 20 year transition period to a 10 year period. They came to the conclu-— 
sion that a 10 year transition period ‘‘burdens future generations with a dis- 
proportionate portion of the cost of this project”’. 

An examination of the Actuarial Report dated November 6, 1964 of the 
Chief Actuary provides what we consider to be a very reasonable estimate of 
the range within which the ultimate pay-as-you-go costs may lie. In the 
absence of any ground rules being laid down as to when the conversion to pay- 
as-you-go will take place, at this stage it is not possible to do more than 
observe that the pay-as-you-go rates are likely to have to apply at some future — 
date, and that when they do we are likely to be faced with a period of rising 
pension plan costs. 

The extra costs will fall on future generations and one wonders whether 
the difference in pensions payable under the C.P.P. to those now between ages® 
45 and 65 justifies this extra burden on future generations. 


Recommended Solution 


Again it would appear that a reversion to the original 20 year maturity 
period as proposed under the Quebec plan would help considerably in removing 
this difficulty. The far greater likelihood that contributions under the C.P.P. 
will remain constant into the future would bring about, in our opinion, a 
better compromise between some degree of supplementation for those close 
to retirement on the one hand and fair treatment for future generations on 
the other. 


Note: We have carried out some approximate calculations to determine the | 
percentage of earnings represented by payments of the Old Age Security pen=— 
sion. We have expressed the cost of the O.A.S. pension as a percentage of con-_ 
tributory earnings as defined under the C.P.P. We find that this cost represents 
approximately 7% of contributory earnings rising ultimately to possibly 
10% of contributory earnings. These costs are in addition to the contributions 
required under the C.P.P. and are based on the assumption that the O.A.S. 
pension will not be increased in future apart from increases due to the effect | 
of the pension index. These approximate percentages become 54% and 
74% respectively when related to all earnings up to the contributory earninaa 
upper limit (but excluding persons earning under the contributory earnings’ 
lower limit). 


3. Too great an advantage to participants in the higher income 
brackets by reason of the redistribution of income 
effected in their favour 


Let us assume that two participants, A & B both aged 55 on January 1, 
1966, contribute continuously to the C.P.P. from that date to the commencement 
of their retirement pension on their 65th birthday. The income of contributor 
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A is $2,000 per annum and that of contributor B is $5,000. We have assumed 
that both are single men, although, in fact, the redistribution effect is greater 
in the case of married men. 

. The following table shows the effective pedieteibution of resources as 
between the lower paid and higher paid examples. 


wy 


My Amount Value at age 65 
-Contrib- Yearly Contributory Yearly of yearly —————_——_—___——_- Redistribution 
_ utor income income contribution pension Contribution Benefit of resources 
: . $ $ $ $ $ $ $ 
f A 2,000 1,400 25.20 500 308 5,045 4,737 
B 5,000 4,400 79.20 1,250 970 12,612 11, 642 


The table shows that in the case of contributor A the value at age 65 of 
the retirement pension exceeds the value of his contributions by $4,737. In 
the case of the higher paid contributor B, the redistribution is no less than 
$11,642. 

This feature was strongly criticized by the Committee responsible for the: 
above mentioned Study and we must agree that it would seem desirable to 
avoid, if possible, any feature of the plan that appears to provide most where 

it is least needed. 


Be connended Solution 


4 The solution to this difficulty proposed by the Committee mentioned above 
was that the transition period under the plan should be at least 20 years. We 
have examined this and find that, in terms of dollars, the longer transition 
period does reduce the difference between these two cases considerably. The. 
results of our calculations for a single man are shown below. 


\ Amount Value at age 65 ESM ge 

r Contrib- Yearly Contributory Yearly Ob Yearly carers re er Redistribution 
-utor income income contribution pension Contribution Benefit of resources 
i‘, $ $ $ $ $ $ $ 

we 

% A 2,000 1,400 25.20 250 308 2, 522 2,214 

7 B 5,000 4,400 79.20 625 970 6,306 5,336 


i 4, Difficulty of preventing a certain number of individuals who 
have contributed to private retirement plans receiving a 
4M total income higher than their terminal salary 


In order to illustrate this difficulty perhaps we may take as an example the 
case of the Public Service Superannuation Act pensions. Pension plans of this 
design are found not only in the case of both federal and provincial civil 
servants but also schoolteachers, certain universities and, to a lesser extent, in 
i dustry. 

Whatever form integration may take in the case of these plans, we under- 
stand that it will almost universally be provided that pension credits already 
earned on service up to the commencement of the C.P.P. would not be affected. 
a he example we give below is based on an example contained in the Quebec 
‘Study mentioned earlier. 

; Let us assume the employee in question has completed 35 years of service 
‘and is 55 years of age on the effective date of the C.P.P. Let us assume his 
salary at that time is $5,000 per annum and let us assume that both his salary 
al d the contributory earnings upper limit of the C.P.P. remain constant for 
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Let us also assume that the Old Age Security pension remains unchanged 
during that period except that he will be able to receive it in the form of $51 
per month (or $612 per annum) commencing at age 65. : 

The employee in question will receive, at age 65, a total retirement income 
of $5,362 per annum, Le. 

(a) The anticipated Old Age Security pension of $612 per annum: and 

(b) a pension of $3,500 per annum from the P.S.S. account: and . 

(c) a pension of $1,250 per annum from the C.P.P. (25% of his adjusted 
income). 


The Committee carrying out the Quebec study expressed the opinion that 
such situations should be avoided, especially since the amount of contributions © 
paid by and on behalf of such a worker to the government plan would be much > 
less than his benefits. We agree with this opinion. : 


Recommended Solution 


If the transition period is restored to 20 years, as provided under the original | % 
Quebec plan, then the above employee’s total retirement income becomes $4,737. 
Although this is still at a very high level in relation to the employee’s earnings, - a 
it is less than in the case where a 10 year transition period applies. . 


5. Certain difficulties in connection with integration with private plans 


It is recognized that the federal government has no jurisdiction over private © 
plans and that government control of these is in the hands of the provincial _ 
governments. It has been maintained that private plans represent contractual — 
obligations and are therefore purely matters to be settled between employers — 
and employees. Nevertheless we would be surprised if the provincial govern- | 
ment’s legislative powers in this respect were not fully as effective as the cor- | 
responding powers of the United States federal authorities over pension plans 
in that country. of 

We feel we should point out that in the United States the question of | 
integrating private plans with the government plan receives a great deal of 
direction from the government and we believe members of the Joint Committee 
will be surprised to learn that it is an extremely complicated matter in the case — 
of some private plans in the United States to comply with the regulations of 
the government of that country. A very involved set of formulae have been | 
devised by which the federal authorities test whether or not they will accept any | 
particular form of integration and this takes into account even such apparently | 
unrelated items as the exact form of early retirement benefit granted and the | 
percentage that disability pensions bear to regular pensions. 

We mention the above in order to draw attention to the fact that, whatever 
attitude the government may at present take in the question of integration, 
future governments may formulate their directive policy along similar lines | 
to that now applying in the United States. Before many years we may find that | 
in Canada either the federal or provincial governments are directing the form of 
integration as applies today in the United States. 

Nevertheless, at the present time, the federal government disclaims any | 
responsibility for providing guidance or direction in the field of integration. 
We accept this fact but we urge the government to recognize that integration 
of private plans with the C.P.P. is necessary in most cases, and to consider ways 
in which the problems of integration may be eased. 

Our firms was represented on the Special Committee established by the 
Canadian Association of Actuaries to study the question of integrating private | 
plans with the C.P.P. and it was the consensus of opinion of the members of — 
that committee that one of the main problems of achieving satisfactory integras®, ‘ 
tion centred around the 10 year transition period contained in the C.P.P. 8 
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The difficulty created by the 10 year transition period caused not only 
problems demonstrated above in connection with the Public Service Super- 
annuation plan, but also in connection with the integration for pensions earned 
in the future. 

Let us consider the case of an employee now aged 55 earning $5,000 per 
annum or less, who in 10 years would be granted a pension under the C.P.P. 
of 25% of earnings. The benefit he would earn for each year in the future under 
the C.P.P. amounts to an annual rate of no less than 24% for each year of | 
future service. There are relatively few, if any, private pension plans that 
provide so high a level of pension for each year of service so that, in many cases, 
these employees may be taken out of the private plan as regards future pension 
credits. 


Recommended Solution 


Again, the restoration of the original 20 year transition period as applied 
under the former Quebec plan would avoid this difficulty. Other difficulties 
of integration will remain but a change to a 20 year transition period would 
represent a constructive modification of the C.P.P. that would ease the difficulties 
of integration considerably. 


6. Contributions by self-employed a problem when the 
pay-as-you-go rates increase in the future 


Under the C.P.P. self-employed persons will be required to pay the com- 
bined contribution normally paid by the employee and employer. This would 
seem to represent a reasonable arrangement while the contribution rate remains 
at its initial level, but difficulties may result if this principle continues to apply 
when contributions revert to the pay-as-you-go basis. 

Under an earlier form of the C.P.P. this difficulty was realised and provi- 
sion was made for self-employed persons ultimately to pay at a lower rate 
than the combined employer and employee rate. So far as we are aware no 
reference to this feature has been made with regard to the present edition of the 
C.P.P. In any event we would point out that it may not prove satisfactory to 
meet this difficulty by lowering the rate of total contributions to be received 
in respect of self-employed persons as compared with employed persons. The 
latter would SU SHINN be subsidizing the former and this may cause objections 
to be raised. 


Recommended Solution 


Again, the restoration of the original 20 year transition period as contained 
in the original Quebec plan would effectively remove this difficulty. For a very 
long time into the future the combined employer and employee contribution 
would remain level and would represent a fair contribution to be required 
from the self-employed. 


7. Further integration difficulties when contributions are on 
a pay-as-you-go basis 

Under the Public Service Superannuation Act we understand that the con- 
tributions will be reduced by the amount of the contributions diverted to be paid 
under the C.P.P. it has therefore quite rightly been claimed that contributions 
have been effectively integrated. 

Bearing in mind that under the present form of C.P.P., contributions will be 
altered, at a later date, to those calculated on the pay-as- ste go basis, we sug- 
gest that some difficulty may arise thereafter in the effective integration of con- 
tributions. 

The need for the most complete integration between the C.P.P. and private 
_ plans is increased by reason of the great difficulties that now exist when an at- 
21757—83 
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tempt is made to integrate the Old Age Security pension and contributions with 4 
private plans. We would advise the Joint Committee that this is rarely done in 
private plans in Canada although, with the increasing size of the benefits payable — 
under O.A.S., it is perhaps becoming urgent that means of integration be found. — 

The difficulty in the case of the O.A.S. pension contributions (when con- 4 
sidered in relation to a private plan requiring employee contributions) is centred © 
around the manner in which employees are required to contribute to the O.A.S. — 
pension. The rate of contribution is at the present time 4% of the first $3,000 of 
taxable income. In other words contributions are made on a different basis from | 
that applicable under either private plans or the C.P.P. 

So far as we have been able to determine, there is at present no intention to 
endeavour to integrate the O.A.S. pension and contributions with the Public 
Service Superannuation plan. We can certainly sympathize with those who may 
have considered such an integration but abandoned it. Furthermore we agree 
with the views expressed by the Committee preparing the Study mentioned — 
earlier in relation to the Quebec plan, when they state in relation to the O.A.S. 
pension that “the existence of this measure hampers the drawing up of a com-— 
pletely unified general plan in Quebec”’. 


Recommended Solution 


The satisfactory integration of contributions, so far as the C.P.P. is con- 
cerned along the lines suggested in relation to the P.S.S. plan, will be possible 
if the original 20 year transition period, as applied under the former Quebec 
plan, is restored. The far greater likelihood that contributions will remain con- 
stant into the future would largely avoid the difficulty in this connection. 


Ee a eee ee ee 


8. Overall government benefits payable in Canada effectively in excess of those 
payable in the United States in 10 years’ time 
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We can best explain this point if we take into account the possible increase 
that may shortly occur in payments under the American programme. We may 
then reasonably make comparisons of the position in Canada and the United 
States in 10 years time on the assumption that wages and costs will remain stable 
in the meantime. If in fact these do increase they will tend to affect the plans in 
both countries to a similar extent. Thus the comparisons made below will still © 
be valid. 

We have recognized the fact that the average retirement age in the United - 
States has varied between 68.0 and 69.5 and have made our comparison assum- Ae 
ing retirement at age 68. We have assumed that the wife will be 2 years younger ~ 
than the husband. a 

The following table shows the maximum rate of monthly government pen-— 
sion payable under these conditions to a single man and to a man and his wife in 4 
both countries. (A single woman receives lower benefits in U.S.A. but not in © 


Canada.) ; 
Single Husband % 
U.S.A. Increased Social Security now im- Man & Wife ep 
DONC SPR A aces UL thomas eee Cis $ 143.40 $ 215,10 & 
Canada C.P.P. pension in 10 years (assuming F, 
10 year transition period) ........ 104.17 104.17 ¥ 
O.A.S. pension (man age 68, wife 1D 
BSE OO he oases tae Sed he retina Mine Rat Oh Le 
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: Recommended Soiiion 

q Again, the restoration of the original 20 year transition period would 

4 correct the above as the following figures show: 

a Single Husband 

F Man & Wife 

Canada C.P.P. benefits in 10 years 

(20 year transition) $52.08 $52.08 
O.A.S. pension (man age 68, 65.40 Husband 65.40 
wife age 66) Wife 55.80 
Total government pension: $117.48 $173.28 


The above amounts payable under the Canadian government plans amount 
to 82% (single man) and 81% (husband and wife) of the corresponding pen- 
sions payable in U.S.A. It is understood that average wages in Canada are 
not as high as 81% of average wages in U.S.A. The relationship would seem 
to be satisfactory and pensions payable in Canada for some time could not be 
held to be exceedingly high in comparison with corresponding pensions in 

U.S.A., provided a 20 year transition period is adopted. 

It should be noted that the U.S. Social Security pensions in course of pay- 
ment are not automatically increased by a pension index as applies under 
the C.P.P. This feature of the C.P.P. adds 10% or 15% to the value of the 

- pensions it provides. 


9. Plan out of line with certain features that have been tested and proved 
by other countries. 


In the time available we have endeavoured to carry out a reliable study 
of plans in certain European countries with particular reference to the transition 
: period adopted. 

i We believe it is correct to say that full benefits under the state wage- 
related plan is granted only after the years shown below. 


4 Country Transition period 
4 Prance oye 2.8 POT Sess he Gun t's Sruitatene.) edict atta gic eet tae cea) nae 30 years 
. Ca PEST TY Bid 4 NSH ly ha ae oil OL AAAI GD EO Ce RE LR aU He San IOS . 45 years 
ie Mes Pyare eter tt haber, Ra ction) Meat UAE AA aos SSL ORE REL, OA ae ee 40 years 
i LUI OMLOUT Bu av a) ene ieee nen eee PR A Male mM Nk cee Ne WOU 40 years 
uf DYED om Lainie eG ong ee Ok oi as Meee aut ce mney Memes. hc 50 years 
& PSTN Td eee Neath Gese tiiiel oe ales sh.t) silccata Maras CEA ca ab aa VES SENDER to Sona Mele rae - 20 years 
v. WORE AE TIILAIYY sera ahs lial setae. Sines Saati i ie Rial oahick ARES Ton Ne uate 45 years 


It should be remembered that many of the above countries were relatively 
- poorly served by private pension plans as compared with Canada. Some had no 
¢ universal old age pension in force when the state plan was introduced and yet 
_ the shortest transition period is 20 years. 

We should remember that it has been stated on good authority that ‘‘aver- 


age benefits under private pension plans in Canada exceed those of any other 
-country.’! Taking all the circumstances of Canada into account it would 
certainly seem that the C.P.P. is out of line with the plans of many other 
: ~ countries in regard to the proposed transition period of 10 years, and on these 
grounds alone the matter may require further thought. 


‘Pension Plans in Canada” (Laurence E. Coward) page 91. The author of this particular 
article was Mr. A. R. Hicks, Vice-President & Secretary of the Sun Life Assurance Co. of 
vanada. 
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As regards the United States social security plan, it must be admitted that 


it is possible for full transition to take place in 10 years. However, when the — 
United States plan was introduced there did not exist anything comparable © 
to our O.A.S. plan in that country. Furthermore private plans were then rela- | 


tively uncommon in the United States. 


Recommended Solution 
The adoption of a 20 year transition period in the case of the C.P.P. would 
be completely reasonable in the light of the policy adopted by other countries. 
10. Features of Plan that were the subject of unfavourable comment in the 
Report of the Royal Commission on Banking and Finance published in 1964 
In this Report it is stated “it is in fact almost certain that the financing 


of a national pension scheme with relatively high benefit levels would result | 


in a substantial reduction in the funds available for investment in the mort- — 


gages, bonds and equities which the savings institutions acquire. A change of 
this type in resource allocation in the economy and our financial arrangements, 


might well take us into a new situation in which the experience of past market ~ 
developments would have only limited relevance... It might well lead to ~ 
increased reliance on investment by non-residents... An adequate level of © 
investment might place too heavy a demand on the economy’s physical resources — 


and intensify the difficulties of combatting inflation”. 


Elsewhere in the report it is stated ‘“‘there is also a limit to the amount of — 
supplementary private saving that one can expect if contributions to a national — 


scheme, whatever form it takes, absorb a substantial part of the current income 


people are willing or able to devote to providing for the future: in such cir- d 


cumstances there is every reason to expect a sharp decline in other forms of 


saving.” It should be remembered that the above remarks were written in rela-_ 
tion to the second edition of the Canada Pension Plan, so that the report does 


not deal with the economic implications resulting from provincial governments — 
having a captive source of finance, possibly at favourable rates, which we under- — 
stand some economists feel may incline them to spend very much more freely ~ 


than in actual fact they have in the past. It is felt by some that the availability 
of funds is an open invitation to their expenditure. 

Suffice it to say that some doubts have been raised by economists as to the 
wisdom of government having control of such a large fund. 


Recommended Solution 


The only solution we can propose to possible difficulties in this connection 
is along the following lines. 

In spite of the apparently contradictory effect we would again urge that 
the transition period be extended from 10 to 20 years. Without this the effective 
part of the proposed solution could not be applied. 


Having now established a plan operating effectively on a level contribution d 


for a very long period of years, it would be practical to adopt the same approach 
as that employed by the British government in 1960. 

As is well known to the Joint Committee the British government decided 
to permit employees to contract out of the wage-related part of their national 
pension plan. It is interesting to note that the British Labour Party supported 
the Conservatives in this view. 

It is fully realized that contracting out by employers might not be per-— 


mitted in some provinces but it is felt that provincial governments should be © 
free to make up their own minds in this respect. It is believed that there are © 


certain provinces where the raising of additional capital is of lesser importance 


than in others, and that these provinces might wish to extend the privilege of | 


contracting out, at any rate, to certain of the larger employers in their area. 


. 
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Plans for provincial civil servants, schoolteachers and universities immediately 
come to mind. However the matter could be extended further to include large 
corporations. 
Further points in connection with contracting out are included in Appendix 
BIT. ! 
11. Difficulties in the area of Union-Management negotiations 
likely to be caused by Plan. 


The additional costs to be borne by industry may be considerable when 
the government plan is considered alongside the form of private plan now 
being demanded by union. This situation is aggravated by the extra costs im- 
posed by the regulations of the Ontario government. Coupling all this with 
the potential costs that may arise through a Medicare programme makes it a 

most regrettable fact that there seems to be so little acceptance amongst the 
trade union movement of a need to integrate the government plan with any 
private plan achieved through negotiations. 


Recommended Solution 

As has been suggested earlier, if the transition period under the C.P.P.. 
reverts to 20 years as under the original Quebec plan, it would seem to be 
possible to make provision for employers to contract out of the C.P.P. in the 
same manner as was permitted recently in Great Britain. It is suggested that 
whether or not an employer does contract out of the C.P.P., the mere fact that 
he has the right to do so should be sufficient to avoid the C.P.P. causing manage- 
ment costly and far-reaching disadvantages in union bargaining. The C.P.P. 
benefits would then be regarded, in a sense, as a substitution for a part of the 
employer’s plan and unnecessary duplication of benefits would thereby be 
prevented. 


CONCLUSION 


It will be seen that the eleven difficulties mentioned by us can be eliminated 
or, at least, reduced to more reasonable proportions if 
(i) The transition period is extended to at least 20 years, and if 
possible, 
(ii) provision is made for contracting out by individual employers 
where this does not conflict with the policy of the province concerned. 


(i) A transition period of at least 20 years will remove or reduce 
the following difficulties: 

1. Inherent instabilities associated with funding system. 

2. Rising ultimate pas-as-you-go cost plus the continuing cost of Old 
Age Security pensions. 

3. Too great an advantage to participants in the higher income brackets 
by reason of the redistribution of income effected in their favour. 

4, Difficulty of preventing a certain number of individuals who have 
contributed to private retirement plans receiving a total retirement 
income higher than their terminal salary. 

5. Certain difficulties in connection with integration with private plans. 

6. Contributions by self-employed a problem when the pay-as-you-go 
rates increase in the future. 

7. Further integration difficulties when contributions are on a pay- 
as-you-go basis. 

8. Overall governments benefits payable in Canada effectively in excess 
of those payable in the United States in 10 years’ time. 

9. Plan out of line with certain features that have been tested and 

proved by other countries. 
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It should be noted that it will be necessary to extend the transition perio od 
to at mah 20 years if contracting out is to be permitted. 
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APPENDIX I 


PRIVATE PLAN COVERAGE IN CANADA 


! With reference to the statement that we hear so often that “only 30% 
of the Canadian population is covered by private pension plans” we feel that 
Canada is being all too modest in describing its achievements in the field of 
private plans in this manner. 
In 1960 the 9,600 pension plans then in operation in Canada had a total 
membership of 1,815,000, representing 34% of the non-agricultural labour 
force. However a further 16% of the labour force worked for companies 
who had set up pension plans but had not attained plan membership. Many 
of these had not completed the necessary years of service nor attained the 
necessary minimum age in order to join their employer’s plan. 
Since 1960 the number of pension plans in Canada has increased from 
9,600 to a 1963 figure of 12,000 (the present figure is no doubt higher again). 
It therefore seems probable that, at the present time, approximately 60% of 
_ the non-agricultural labour force are employed by employers who have set up 
pension plans for their employees. It must be stressed that not all are, as yet, 
members of their employer’s plan, but most of those at present excluded will 
be able to join and derive a pension eventually. 
Portability of pensions in private plans has, in the past, left sormouhiis 
to be desired but provincial legislation is being introduced that will correct 
this. The Ontario Government’s recent Pension Benefits Act represents a start 
in this direction and other provinces may follow their lead. 
: We feel that it will be most helpful to the Joint Committee if they were 
able to determine the proportion of the labour force covered by pensions plans 
in different are groups. They might well find that a relatively high proportion 
of those covered are no wage 35 to 55. This would indicate that employees 
_ who will benefit mainly from the Canada Pension Plan are those who are 
- most adequately covered by private plans. 
| In order to provide some further indication of the statistics relating to 
private plans we have taken the liberty of reproducing below a statement 
_ provided by the Pension Commission of Ontario as at September, 1963. When 
- reading the following figures (or the figures given above for that matter) it 
_ should be noted that cases providing for pensions through the medium of 
- individual Registered Retirement Savings Plan have not been included. Nor 
have figures relating to other individual pension contracts with insurance 
companies and the Government Annuities Branch been included. 


7. Pension Plan Coverage in Ontario 
Be The Pension Commission of Ontario reports that 44% of the paid 
By workers in the Ontario labour force are members of pension plans. 
A preliminary survey of 7,518 pension plans covering workers in 
Ontario shows that there are 925,000 pension plan members and that | 
1,333,000 employees are working for employers who have a pension plan 
i or plans in effect. 
¢ This survey is based on Information Returns filed by employers 
under The Pension Benefits Act which relate to the pension plan coverage 
on September 1, 1963. Membership of the pension plans of the federal 
government and its agencies is included through the courtesy of federal 
officials in supplying similar information. Care has been taken to remove 
duplication where an employer operates more than one pension plan for 
his employees. 
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The above figures should be related to the number of paid workers 
in the Ontario labour force plus the number in the Armed Forces in 
Ontario, that is, to 2,104,000. 

In Ontario, therefore, 63% of paid workers were employed by 
employers who had a pension plan in operation and 44% were members 
of these pension plans. The latter figure compares with 34% coverage 
for all Canada in the year 1960 as shown in the Dominion Bureau of 
Statistics survey of ‘Pension Plans Non-Financial Statistics’’. 

Considering male employees only, it is found that almost half are © 
members of private pension plans. 


Pension plan coverage in Ontario—September 1963 
(number of persons in thousands) 


Males Females Total 
(1) Working for employers with pension 


DlaniG en CeCe a eis ew eee 958 375 ibSRe: 4 
(2) Members of pension plans ........ 713 212 925 i 
(3) Labour force September 21, 1963 é 

(including unemployed, _ self-em- : 

PIOVECG MCLGs ta ho bn Cee wine 1ei3G 731 2,469 ; 
(4) Paid workers in labour force plus iy 

EIN CO mMOFCESA Wm OlWere a oie hnarhitene 1,456 648 2,104 qi 
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APPENDIX II 


FURTHER POINTS RELATING TO THE EXTENSION OF THE TRANSITION 
PERIOD OF THE CANADA PENSION PLAN TO AT LEAST 20 YEARS 


(a) The Governments of both Ontario and Quebec have, on past occa- 
sions expressed their preference for transition periods of at least 20 years. 
(In the case of Ontario, Premier Robarts has stated this preference. In the 
case of Quebec, a 20 year transition period was an important feature in their 
original plan, essential to the sound actuarial design incorporated into it.) 

(b) Without wishing to appear disrespectful and based only on a sincere 
desire to make this Brief as practically constructive as possible, we quote 
below a part of the statement made to the Joint Committee on November 25 
by the Minister of Health and Welfare, the Honourable Judy LaMarsh. 


| The original Quebec pension plan was to take 20 years to mature. 
You may well hear briefs from interested individuals who suggest that 
10 years is too fast to bring in full benefit. However, this is the original | 
transition period in the Canada pension plan which is retained. The 
obvious philosophy is that it should be made available to as many 
people as quickly as possible, and we should not forget, I think, that 
extending this to 20 years or longer would mean that we would deprive 
our veterans of any opportunity to contribute and to fully benefit from 
the plan. 


As the Minister says the transition period of the Quebec plan was 20 

years, originally providing proportionate benefits for those who contributed 
for a shorter period. Even had it been a longer period, as applies to so many 
Overseas plans, all would have been assured of full benefits at least in pro- 
portion to their contributions. This applies under the plan in Great Britain, 
for example, even though it can be said of that plan that “it takes 45 years 
to mature”. 
We would point out that the adoption of a 20 year transition period will 
still make benefits available to as many people as possible, as quickly as 
possible—at least in the case of persons under age 65 (as the Joint Committee 
is no doubt aware the plan makes no provision for persons over age 65 at 
the present time). 

We submit that the example appearing on page 23 of this Brief provides 
sufficient evidence that the 20 year maturity period will still provide, in 10 
years, a combined pension from the C.P.P. and the O.A.S. that is relatively 
at as high a level as in the U.S.A. taking wage differences into account. 

In point of fact, while many will agree that the level of benefits to 
persons now aged 55 is of importance, nevertheless there may be a feeling 
that this represents a section of the population where private plans and regis- 
tered retirement savings plans are granting benefits of a substantial order. In 
contrast, the provision of pensions from private plans to veterans now aged 75, 
80 or older is very much less adequate. 

We submit that the adoption of a 20 year transition period will still 
enable as many as possible to contribute to the plan and all to receive a 
benefit from the plan that is reasonable by any standard in relation to their 

_ contributions. 
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APPENDIX Ill 


NOTES REGARDING CONTRACTING OUT 


With reference to the suggestion that provision be made for individua 1 3 
employers to contract out, we must admit to the Joint Committee that this 
may create certain problems. At the same time considerable advantages will 
result that merit a very close study of the matter being made. 4 


The establishment of a 20 year transition period would, in our opinion, be 
an essential prerequisite in order to make contracting out feasible. ‘ 


It is interesting to note that the proportion of private plans in Britain 
is approximately the same as that now applicable in Canada. Furthermore in 
both Canada and Britain there is a basic Old Age Pension serving as a 
foundation for the wage-related plan, a feature which makes Canada’s sitution - 
very similar to that of Britain. It was not possible to contract out of the basic — 
plan in Britain, nor is it proposed that employers should be permitted to 
contract out of Canada’s basic O.A.S. plan. 

The following is a quotation from a British Government White Paper of 
October, 1958: 


The Government are concerned that changes in the field of National 
Insurance should be so framed as not to prevent the vigorous develop- 
ment of independent provision for old age, whether through occupational — 
schemes or otherwise. Here the Government have in mind not only the | 
rights of members of existing schemes, but the future possibilities ofy 
development in this field. Moreover, such schemes constitute an impor-_ f | 
tant channel of the nation’s savings and so provide the most valuable © } 
source of funds for investment. For these reasons the Government — 
attach the greatest importance to the continued development of occupa- 
tional pension schemes, whose social and economic value to the com- 7p 
munity is so considerable. a 


The British Government, with the complete agreement of the Labour Party — 
opposition of that day, decided to permit contracting out of the wage-related | 
plan. We understand that about 50% of the employers in that country have in _ 
fact elected to do so. We have not had an opportunity to verify this figure from — 
official sources. My 

It is one of the peculiarities of Canada’s constitution that not one govern- 
ment but both federal and provincial governments will, through the years in 
future, take a part in the continuing operation of the C.P.P. For this reason we 
are particularly disturbed by the basic instability of the form of plan now 
being considered, as explained earlier in this Brief. Changing the transition 
period to 20 years would, we feel, assist in “taking pensions out of politics” and 
would provide some more definite guidelines regarding the future operation of 
the plan. 

To the above we would add a word of caution. Whilst the adoption of 
20 year transition period would assist in stabilizing future operations of th 
plan, we must admit that actions of future government could nevertheless undo 
the good that this change might otherwise accomplish. For this reason, as well 
as others, we urge the Joint Committee to consider the advantages of permit-_ 
ting contracting out by individual employers in conjunction with the recom-_ 
mended change in transition period. The responsibility that governments of the 
future would have to employers who have contracted out would serve as a 
powerful brake on the pension plan becoming a continuing political issue. ; 


b: 
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4 “we understand that many of the extravagant claims made prior to British 
elections in the past, relating to the national pension plan, have been dropped 
ince contracting out was permitted. The same forces would operate in Canada 


_pline this feature imposes on the state pension and its operation from year to 
ok ear may well frustrate some of those close to the British government who 
would like to bring pensions back into politics again. 

We should not overlook the part played by private pension plans me the 
development of industry and formation of capital in Canada. The increasing 
dependence on this source of invested capital, especially in relation to common 
stock investments, represents a further reason for permitting contracting out 
by individual employers. In the absence of contracting out, a large part of Can- 
-ada’s savings will be forced into provincial investments. This portion would 
otherwise be available for development of Canada’s industry and resources, © 
thus making Canada less dependent on foreign capital. 3 


In the case of the Quebec plan we believe that consideration has been given 
to investment of part of the fund in industry. Accordingly this province is 
unlikely to permit contracting out by individual employers. However a different 
attitude may be adopted by other provinces. 


oF. We have already pointed out the advantages in the case of union-manage- 
ment relations if contracting out is permitted from the C.P.P. Many thousands 
of leading employers have already established and funded pension plans 
designed to give adequate retirement income, in conjunction with the Old Age 
Pension. In the absence of permission to contract out employers may be forced 
by unions into pyramiding three layers of benefits and costs, one upon the other. 
Contracting out will help in avoiding an unhealthy combination of benefits 
= costs more burdensome than was ever intended by those who drafted either 
_the Old Age Pension, private plans or the C.P.P. 


Wi Fe 


(Meetings held during adjournment of the House) 


MINUTES OF PROCEEDINGS 


THURSDAY, January 21, 1965 
(38) | 


4 The Special Joint Committee of the Senate and of the House of Commons on 
- the Canada Pension Plan met at 10:08 o’clock a.m. this day. The Joint Chairman 


of the House of Commons section, Mr. Cameron (High Park), presided. 


he Members present: 


i Representing the Senate: Honourable Senators Boucher, Croll, Denis, Fer- _ 
gusson, Lefrancois, Smith (Kamloops), Smith (Queens-Shelburne), Stambaugh, | 
er ocvaldson (9). : 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
i Cameron (High Park), Cantelon, Coté (Longueuil), Francis, Gray, Gundlock, 
~ Knowles, Laverdiére, Leboe, Lloyd, Monteith, Munro, Prittie, Rhéaume (16). 


be In attendance: Mr. Fred W. Whitehouse, National Secretary, and Mr. Walter 
__R. McLaren, 2nd Vice-President, Federal Superannuates National Association. 


Mi. Also in attendance: Mr. J. E. E. Osborne, Technical Adivser to this Com- 
mittee. 
On motion of Mr. Knowles, seconded by Mr. Francis, 


D Resolved,—That reasonable travelling and living expenses be paid to 
_ Messrs. Fred W. Whitehouse and Walter R. McLaren, respectively Secretary- 
_ Treasurer and 2nd: Vice-President of the Federal Superannuates National Asso- 
ciation. 

3 The Committee agreed that the brief previously submitted for distribution 
_ by the Federal Superannuates National Association be printed as an appendix | 
to this day’s Minutes of Proceedings and Evidence. (See Appendix A27) 


x. The Joint Chairman, Mr. Cameron (High Park), introduced the witnesses, 
_ Messrs. Whitehouse and McLaren, each of whom made brief statements con- 
ae cerning their brief. 


‘a The witnesses were then questioned, and the questioning having been © 
_ concluded, the Joint Chairman thanked them for their brief and for appearing © 
_ before the Committee. Mr. Whitehouse, in turn, thanked the Committee for 
Me their reception of the brief. 


} At 11:45 o’clock a.m., the Committee yearned until 2:30 o’clock p.m. 
q this day. 
Dorothy F. Ballantine, 

Clerk of the Committee, pro tem. 
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AFTERNOON SITTING 
(39) 


The Special Joint Committee of the Senate and of the House of Commons ; 
on the Canada Pension Plan reconvened at 2:35 o’clock p.m. this day. The 
Joint Chairman of the Senate section, Senator Fergusson, presided. 


Members present: 


Representing the Senate: Honourable Senators Denis, Fergusson, Lefrancois, © 
Smith (Kamloops), Smith (Queens-Shelburne), Stambaugh, Thorvaldson (7). 


Representing the House of Commons: Mrs. Rideout and Messrs, Aiken, 
Basford, Cameron (High Park), Cantelon, Coté (Longueuil), Francis, Gray, 
Gundlock, Knowles, Laverdiére, Leboe, Lloyd, Monteith, Morison, Munro, 
Prittie, Rhéaume (18). 


In attendance: From the C.N.R. General Chairmen’s Association; Messrs. 
Paul Raymond and J. H. Clarke, both Chairmen, C. Beckerton and D. O. Spicer, 
members and J. A. Huneault, Chairman of The National Legislative Committee 
International Railway Brotherhoods. From the C.P.R. General Chairmen’s 
Association, Messrs. H. A. Stockdale, E. Streeting. Mr. S. Wells, Director of the 
Research Bureau. 


Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com- 
mittee. 


The Joint Chairman opened the meeting. | 


The Committee agreed to have printed as an appendix to this day’s Minutes 
of Proceedings and Evidence a document intituled ““Answers to Questions Raised 
by Senator Croll and Mr. Knowles, on Wednesday, January 20, 1965, at the 
afternoon’s Session.” (See appendix A28). 


In accordance with a motion passed at a previous meeting, the brief, 
previously submitted for distribution by the National Legislative Committee 
International Railway Brotherhoods, is appendix to this day’s Minutes of 
Proceedings and Evidence. (See appendix A29) 


On motion of Mr. Munro, seconded by both Messrs. Francis and Cantelon, 


Resolved unanimously: That an amount of $250.00 be paid to the Clerk 
of this Special Joint Committee; namely, Mr. Maxime Guitard, for 854 hours 
of overtime worked to look after the functioning of this said Special Joint 
Committee during the period extending from December 21, 1964, to January 22, 
1965, both inclusive. 


Then the Joint Chairman introduced Mr. Raymond who, in turn, introduced 
his delegations. 


Mr. Huneault, made a preliminary statement and was questioned thereon 
assisted by the other members of the delegations. 


It was agreed unanimously that the following documents be filed with the 
Clerk of the Committee. 


(1) The C.N.R. Pension Board 1963 Annual Report to C.N. employees 
and pensioners. 


(2) The C.N. Pension Plan. ) 
(3) The C.P.R. Pension Plan. 


(4) The C.P.R. Pension Board 1963 Annual Report to C.P. employees 
and pensioners. # 
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. The examination of the delegations being completed, the Joint Chairman 
_ thanked the witnesses and they retired. 


On motion of Mrs. Rideout, seconded by Mr. Francis, 


Resolved unanimously: That a vote of thanks and appreciation be extended 
- to the members of the delegations for their contributions. 


At 5:07 o’clock p.m. the Committee adjourned until 8:00 o’clock this 
evening. | eine 


Maxime Guitard, 
Clerk of the Committee. 


EVENING SITTING 
(40) 


The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan reassembled at 8:08 o’clock p.m. this day. The 
Joint Chairman of the House of Commons section, Mr. Cameron (High Park), 
presided. 


Members present: 


| Representing the Senate: Honourable Senators Fergusson, Smith (Kam- 
loops), Stambaugh, Thorvaldson—4. 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
Basford, Cameron (High Park), Cantelon, Céoté (Longueuil), Francis, Gray, 
Gundlock, Knowles, Lloyd, Monteith, Munro, Prittie—14. 


. In attendance: Dr. Robert M. Clark, Professor, University of British 
_ Columbia. i 

Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com- 
mittee. 


. The Joint Chairman asked the Clerk of the Committee to read the Sixth 
Report of the Subcommittee on Agenda and Procedure: 


“SUBCOMMITTEE ON AGENDA AND PROCEDURE 


WEDNESDAY, January 20, 1965. 


SIXTH REPORT 


a The Subcommittee on Agenda and Procedure of the Special Joint. 
; Committee of the Senate and of the House of Commons on the Canada 
Pension Plan met at 4:40 o’clock p.m. this day. The Joint Chairman of 


u) the House of Commons section, Mr. Cameron (High Park), presided. 

; : Members present: 

% Representing the Senate: Senators, Fergusson, Croll, McCutcheon. 

e Representing the House of Commons: Messrs. Cameron (High Park), 
oa Francis, Knowles, Monteith, Munro. 


Your Committee agreed to the following decisions and recommends: 


1. That when this Committee adjourns on Friday, January 22, 1965, 
it stands adjourned until 10:00 o’clock a.m. on Monday, February 
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1, 1965 on which date this Committee will hear a Acesation from 
the Government of the Province of Ontario which has expressed _ 
the desire to appear before this said Committee. _ y 


2. That the Clerk of the Committee be instructed to write to the 
proper Officials of the Government of the Province of Ontario — 
informing them that this Committee is most desirous of hearing © 
their representations. 


3. That the Clerk of the Committee be also instructed to write to — 
Mr. Robert J. Myers, Chief Actuary, Social Security Administra- — 
tion of U.S.A. informing him that this Committee would appre- © 
ciate receiving his expense statement of account for his appear- — 
ance before this said Committee, on Thursday, January 14, 1965. 


4. That a letter be sent, by the Clerk of the Committee, to both the — 
Canadian Construction Association and the Canadian Teachers’ % 
Federation, inviting them to appear before this Committee, on © 
Monday, February 1, 1965. . 


Respectfully submitted, 


(S) A.J. P. Cameron (High Park) 
Chairman” 


On motion of Mr. Monteith, pocondea by Mr. Munro, F 


Resolved: That the Sixth Report of the Subcommittee on Agenda and 
Procedure be adopted as amended by adding the following paragraph: 


‘g 


That all other prospective witnesses be informed by the Clerk of the | a 
Committee that they are under no obligation to appear before this Committee ~ 
but that nevertheless, their briefs already submitted or intended to be sub- — k 

mitted will be carefully studied and appended to this Committee’s Minutes — 
of Proceedings and Evidence. 

Then the Committee agreed unanimously to have appended to this cays 
Minutes of Proceedings and Evidence a document intituled “Estimates relating — 
to Old Age Security Programme’’. (See appendix A30.) ig 


In accordance with a motion passed at a previous sitting, the brief sub- he 
mitted by Dr. Robert M. Clark is printed as an appendix to this day’s Minutes — 
of Proceedings and Evidence. (See appendix A31) 


The Joint Chairman then introduced Dr. Clark who was asked to give his 


qualifications before he made a statement and was questioned thereon. q 
And the examination of the witness continuing, at 10:20 o’clock p.m. the 
Committee adjourned until 10:00 o’clock a.m. on Friday, January 22, 1965. a 


Maxime Guitard, B. 
Clerk of the Special Joint Committee. — 


Note—The evidence, adduced in French and translated into English, 9 
printed in this issue, was recorded by an electronic recording apparatus, pur- 
suant to a recommendation contained in the Seventh Report of the Special a 
Committee on Procedure and iy cone presented and concurred in, on 
May 20, 1964. % 
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EVIDENCE 


THURSDAY, January yA i 1965. 


The CHAIRMAN (Mr. Cameron): Mrs. Rideout and gentlemen, I see a 
quorum, so I think we may as well get down to business. 
, I would like someone, if they see fit, to make the following motion and 


‘then have it seconded: 


He That reasonable travelling and living expenses be paid to Messrs. 

y Fred W. Whitehouse and Walter McLaren, respectively Secretary-_ 

; Treasurer and Vice-President of the Federal Superannuates National 
Association. 


Mr. KNOWLES: I so move. 
Mr. FRANCIS: I second that motion. 


| The CHAIRMAN (Mr. Cameron): It is moved by Mr. Knowles and seconded — 
by Mr. Francis that this motion be adopted. 


Carried. 


i The CHAIRMAN (Mr. Cameron): Our brief this morning, of course, is from 
the Federal Superannuates National Association. Mr. Whitehouse is here, 
: accompanied by Mr. Mclaren. I would ask them if they would mind coming 
forward. 

Mr. Whitehouse, we have all received a copy of your brief and we have 
studied it. We would ask you to make such presentation as you see fit now, 
and we will probably ask both yourself and Mr. McLaren certain questions 
“concerning it. 


” Mr. FRED W. WHITEHOUSE (Secretary-Treasurer of the Federal Superan- | 
nuates National Association): Mr. Chairman, ladies and gentlemen: First of all, 
I would like to express the appreciation of the organization we represent, the 
% Federal Superannuates National Association, which is what its title implies, with 
a membership comprising retired federal civil servants of Canada. I would like 
ilso to express the appreciation, I am sure, of our membership and certainly of 
Mr. McLaren and myself for the motion which you have just passed, because 
if can assure you, sir, that we have not too much in the way of finances at the 
“present time, Mr. McLaren and myself having volunteered to come here to 
speak for the people we represent, to the best of our ability. 

; I would be less than honest if I did not say that I am in a bit of a dilemma, 
the first time I think I have ever been in that position appearing before a joint 
parliamentary committee of the House of Commons and the Senate, in that 
‘We are aware that what we have to present is not included in your terms of 
‘Teference. That is why we doubly appreciate having the opportunity of coming 
here, because we would like to present to this committee some of the things 
4] at are bothering retired civil servants, concerning which, up to the present 


of America. . 
: The CHAIRMAN (Mr. Cameron): I do not think you eae to feel any embar- 
rassement. I feel that while it may not be strictly within our terms of reference, 
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this matter is something that has been brought up by many winesses before, 
and that is the situation in which people presently retired find themselves 
vis-a-vis the Canada Pension bill. To that extent I think your presentation is 
quite relevant. Certainly, we are not going to take any exception to it, at 
any rate. 

Mr. WHITEHOUSE: Thank you very much, Mr. Chairman. With that 
encouragement, I will proceed. 


Mr. KNOWLES: This is one of the groups of people not covered by our bill, 
and there have been many references to people not covered. 


The CHAIRMAN (Mr. Cameron): That is what I intended to indicate. 


Mr. WHITEHOUSE: I would add a few observations on the bill you are 
presently studying on the Canada Pension Plan, and we do this as citizens of © 
Canada as well as retired civil servants of Canada. We have always hoped that — 
such a plan would be forthcoming, and there has to be a beginning for all — 
things, we know. And like all things that have come to us in the past they are 
not perfect. 

There are things in this bill that we would like to see changed. The bill 
makes no provision for people who are retired now, though it is true that, 
when they reach the age of 70, they receive the old age security. 

We think that despite the fact this bill, if it is passed, will provide for — 
the people of the future when they retire—and that will be a wonderful thing— ~ 
it is not enough. It is something very nice to know that your old age is going | 
to be taken care of, but we like the part of the bill which provides for an 
escalator, in other words which keeps pensions on a par with the cost of living. 
We have advocated this in our representations to the Government for retired 
civil servants but have been told that it could not be done. | 

We would like to think that perhaps this committee, and I am sure they 
have had similar representations before them before, could make some kind — 
of recommendation concerning, or at least give some study to, the people who 4 
will not benefit by this bill, namely, all retired federal civil servants. ; 

We would like to think, too, that the widows will be given better provi- | 
sion in the future than they receive at present, and that this bill would contain 
a clause benefiting widows of retired civil servants so that they would receive 
at least 75 per cent of what their husbands would have received, instead of 50 — 
per cent, and that they would be paid the full pension for at least one year 
to enable them to get straightened away in their financial situation. 

I don’t think we have to stress the fact that when a woman becomes a 
widow, perhaps with several children to take care of, it is quite a chore for her® 
to become accustomed to this, and she certainly cannot do it in a few weeks 
or a month. We advocate that they receive the full pension for at least one 
year. 

There are other things in the bill which we just cannot reconcile, and te 
repeat that the bill has nothing whatever to do with the people we represent 
because we are not going to benefit one iota from it. However, we do note that 
after 10 years of contributing, if you happen to reach the retiring age at the 
end of the 10-year period, you will receive the full pension of $104. Another 
person can contribute for 25, 30, up to 50 years, and still only receive the 
$104. 

We would like to think that perhaps in the wisdom of this committee it 
could recommend that there be a limit on the years of contribution to the plan, 
similar to what we have in the federal plan. In other words, after 35 years 
of contributing service you do not contribute any longer but you do receive | 
the full pension on retirement. | 

It does not seem equitable for a person to have to contribute for 40 or 50 
years and still receive only the same pension which a person who has onigit ' 


t 
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- contributed for 10 years receives. We are also fully cognizant of the fact that 
it perhaps is these people who contribute 35 or 50 years who make it possible 
to keep the plan or the fund solvent. 
However, there is a limit to all things, and I am sure that this Government 
will be laying itself open to a lot of criticism if this plan goes through with that 
particular clause in it. 


There are many things that we would like to present to the committee on 
the plan, but we did not come here for that purpose. We have a selfish motive, 
shall I say, Mr. Chairman. We want to try to convey to you people the situation 
which federal civil servants who are retired find themselves in today. 


Now, to obtain any amendment to the Canada Pension Plan we understand 
that you must obtain agreement of at least two-thirds of the provinces or 
two-thirds of the population of the provinces. I dn’t know whether I have that 
correct, but it is something along that line. 


Having had experience with quite a few governments I know how difficult 
it is to obtain that kind of amendment which you require to this plan if you 
have to get two-thirds of the provinces to agree. We would suggest that if it 
is possible at all you recommend making it, shall we say, easier to obtain 
amendments to this plan so that the plan can conform to the economy of our 
country which changes constantly, as you all know. If that is not done you 
are going to find yourselves with a plan which, perhaps despite all your efforts, 
will be almost impossible to amend once it is in effect. 


We would like to think, finally, too, that some thought will be given to 
Canadian citizens who are now retired, and I am not speaking of federal civil 
servants. They should be given some measure of assistance other than the 
old age security pension which they now receive at the age of 70. There are 
thousands of these people across the country and they are in exactly the same 
position as the people we represent. I speak now for the thousands—38,000- 
odd—of federal civil servants, with their widows, who are retired and who, 
after serving the country faithfully as civil servants, do not get enough. 


I emphasize the word “faithfully”. You have heard the expression that ° 
civil servants are the backbone of any country’s government. A government 
is no good unless it has a good civil service and, thank God, we have had 
a good civil service and still have one. 


These people have made civil service their life’s work. Thousands of 
them could have left the service to go into more productive employment 
outside, but they have been faithful and have stayed in the civil service. The 
dollars they have contributed to the plan have each been worth 100 cents 
or more, and in many cases the dollars they contributed are now worth only 
32 cents in purchasing power. We would like to think that the Canadian 

_ Government in its wisdom—and to date it has not shown this wisdom—would 
provide for adjustments in the pensions of their retired people so that the 
purchasing power of the dollar in their respective pensions would be worth 
100 cents instead of only 32, 40 or 50 cents, as it is today. 

This is not a unique request we have made. This has been recognized 
_ in Great Britain, the United States of America, New Zealand, and countries of 
the continent. Some of our own employers in Canada have recognized this 
and some insurance companies have already made upward adjustments in the 

pensions of their former employees. 


We ask that this committee, despite the fact that we are not included 
in your terms of reference, make some reference to this in your report. We 
- would be particularly happy if you could make a recommendation to Parlia- 
ment that more serious and favourable consideration be given to the super- 
_ annuated civil servants of this country for an upward adjustment in their 
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this principle. In Great Britain they have agreed to make a cyclical review of © 
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pensions. Taoanconions: if this sdinsenent in oenaions is candeh then the Federal 
Government will be providing something it has refused our people—an escalat- — 
ing clause. 4 

Governments of countries greater than ours in population have recognized — 


the pensions of all their retired people. This review is to take place every two © 
years so that the pensions of former employees will be kept on a par with the 
cost of living in Great Britain. Last year the United States CORBIS passed — 
legislation containing this same clause. . 

I am sure, ladies and gentlemen, you are aware that this is going on in | 
many countries; and Canada is one of the foremost countries of the world, — 
a country we are very proud of and which we have served in the federal — 
civil service and in the two wars as good Canadian citizens. Canada should ~ 
do as much. ‘ 

We would like to think that our employer will measure up to his former — 
employee just as well as the employers of other countries have measured up ~ 
to their former employees. We have tried to cover all this in our brief, Mr. — 
Chairman, and you have told me that our brief has been read. 


The CHAIRMAN (Mr. Cameron): Yes, it has been distributed. 


Mr. WHITEHOUSE: And read, I hope. Mr. McLaren who is with me, is a ( 
former employee of Income Tax, and he is quite familiar with statistics. With ; 
your permission, Mr. Chairman, I would ask Mr. Mclaren to put to this 
committee what we would hope the committee might consider, and include — 
in its recommendations. Is that permissible, Mr. Chairman? 


The CHAIRMAN (Mr. Cameron): Yes. 1 take it that there are no objections. © 
Mr. McLaren? 


Mr. WALTER McLAREN (Vice-President, Federal Superannuates National As-— 
sociation): Mr. Chairman and ladies and gentlemen, we were fortunate in having — 
some of the minutes of the meetings that you have held, and we were par- 
ticularly interested in the actuarial projections and submissions that you have q 
been laboriously studying. Y 

First of all, as Mr. Whitehouse has stated, we realize that your terms of @ 
reference do not cover our situation. Since the superannuation fund is involved ~ 
in the integration of active civil servants under the Canada Pension Plan, and ‘ 
we understand from the Association’s press media that this has been agreed — 
to by the Superannuation Advisory Committee—I do not know whether you ~ 
have that before you—I should like to ask the Chair a question. It hinges on _ 
what I have to say. I presume, sir, that a recommendation will have to go M 
from this committee for the amending of the Superannuation Act of 1954, 

which gives civil servants vested rights in the superannuation fund as it is_ 
presently constituted. In order to integrate those active civil servants under ' 
the plan on the arrangements that have already been agreed to, by making a R 
diversion from their 64 per cent contribution with a portion going into the — 
Canada Pension Plan and the balance into the superannuation fund. I am not 
an actuary, sir, but I presume that that is going to have some bearing on the | 
actuarial value of the fund as it will be set up after that takes place. b, 

If it is correct that you propose to make an amendment we should like E, 
to know now because, as far as we, in our thinking, are concerned, we have | 
vested rights in the fund—both the active and retired superannuates. Do you 
not think that any amendment that did not take into consideration the actuarial ; 
values that are going to be affected by that integration is somewhat of an in-_ 
fringement on our legal rights? a 

Mr. Francis: Mr. Chairman, is this within the terms of the committee's 
deliberations? : 
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easonably said to be relevant because we have had many witnesses before 
is who have called the same situation to our attention, but when you start 


‘more specifically to the Canada Pension Plan then I think it would be that 
much more in order. 


i Mr. KNOWLES: Before you rule too firmly on that, Mr. Chairman, I wonder 
‘if you would look a little more closely at what Mr. McLaren is talking about. 
As I see it, he is asking questions as to what flows from things we have been 
told in this committee of the integration of the federal civil service super- 
-annuation plan and the Canada Pension Plan. That whole question is before us. 


The CHAIRMAN (Mr. SUAS I am trying to keep him within et ta 
limits. 


Mr. KNowL.LEs: It strikes me, Mr. Chairman, that he is more relevant when 
he asks these questions than he is in the main body of his brief. Their concern — 
is that the integration which is forecast, and about which we have been told, 
does not affect adversely their position. 


ye The CHAIRMAN (Mr. Cameron): In that aspect, it is relevant, yes. 


Mr. AIKEN: I would like to support Mr. Knowles’ contention. I think we 
are in a very broad examination, and I think the people who are left out 
‘should be heard just as much as those who are in. 


% The CHAIRMAN (Mr. Cameron): I am not trying to restrict the witness. I 
am asking him to keep as closely as he can to the Canada Pension Plan bill, 
‘and how it affects those he represents. As you said, Mr. Knowles, this is one 
way in which it may affect them. 


Mr. Francis: I think this is an important question, as to what will be 
one with that old superannuation act. That is obviously of great interest and 
concern to all of us. We have had indicated to us that discussions have been 
aking place informally with the various staff associations, but the committee 
has been asked to consider the Canada Pension Plan. I think it would be a 
very important assignment for a committee to look at the federal Civil Service 
Superannuation Act itself, which is a major topic and a very important one, 
but I have some concern, Mr. Chairman, about how far we should go on 
his point. I do not know whether any member of this committee can answer 
the specific question Mr. McLaren has put forward. I think the Government 
“would have to speak on this matter. 


t I have some questions related to a number of the principles in the brief 
and the principles of integration, and I think it is perfectly in order for the 


think they can give us their views, but I do not think any member of this com- 
mittee is in a position to answer the specific question put forward by Mr. 


_ Mr. Knowtes: One of the questions asked is a question we have already 
dealt with in this committee. As a matter of fact, I asked it of one of the offi- 
cials and I got a categorical answer. The question was: Will any of the money 
in the present public service superannuation fund be taken over by the Canada 
Pension Fund? We got from an official a categorical answer on that, that that 


would not take place. 
- Mr. Francis: Mr. Chairman, I think this is a perfectly proper question, but 
Ido not think it was Mr. McLaren’s question. 
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Mr. KNOWLES: I am sorry, Mr. Francis, but let me go on for just a moment. 
I interpreted the brief as indicating that the Association accepts that answer; 
that it is satisfied on that point, but it is now wondering whether the contribu-— 
tion rates that will be altered by the proposed integration will have another 
kind of effect on the Public Service Superannuation fund. I agree with Mr. 
Francis that we cannot answer the question, but it seems to me that it is legiti- — 
mate for this type of question to be put before us so that we can get the answer “a 
later from our Officials. 


Mr. FrANcIs: I think if Mr. McLaren wants to express a view as to the type — 
of policy that should guide the committee and the Government it is proper for az 
this to be in the record, but Mr. McLaren has asked for information which Ta 
do not think any member of this committee can give. : 


Mr. KNow tes: I think we are agreed that he can ask it. y 
Mr. FRANCIS: I should like to hear his views. 
Mr. McLaren: Mr. Chairman— e 
The CHAIRMAN (Mr. Cameron): Just a moment, Mr. McLaren, if you do ye 


not mind. There are two things which Mr. Osborne has called to my attention i 
and which should appear on the record. At page 2 of the Government’s White — 


Paper on The Canada Pension Plan dated August, 1964, this paragraph appears: 


The Canada Pension Plan will NOT take over or absorb reserves — 
that have been built up by private pension plans. The Canada Pension © 
Plan will NOT remove any rights to benefits already acquired under i 
private plans. The integration of private plans with the public plan will — 
NOT be compulsory. . 


Mr. Osborne also calls my attention to a sentence which appears in the 
Minutes of the Proceedings of this committee at page 577, the last sentence in 


the second to last paragraph—this is Mr. Bryce speaking as a witness at this 
particular time—which reads: . 


I should emphasize that pension credits already earned on service 
up to the commencement of the Canada Pension Plan (Jan. ’66) would 
not be affected. 


Does that help answer your question, Mr. McLaren? 
Mr. AIKEN: I wonder if in addition I might read from the first paragraph, 
which is as follows: | 


The Canada Pension Plan is designed to extend social insurance pro- 
tection to people in retirement, to widows, orphans and the disabled. 


The CHAIRMAN (Mr. Cameron): I am not ruling this is irrelevant at the 
present time, but I am suggesting to you, Mr. McLaren, that you try to tie your 
remarks in as closely as you can to the Canada Pension Plan; to state what you — 
believe the Canada Pension Plan fails to accomplish, and what you think it 
should accomplish. 

Mr. McLaren: Well, Mr. Chairman, I do not know whether you consider > 
my opinions of any consequence along these lines. I have not had the advantage © 
or the privilege of discussing the Canada Pension Plan in such detail as you 
and the members of this committee have over the past weeks. I was only 
making an observation from a perusal of the Minutes of your deliberations, and 
we were not quite sure where this was going. I do not think that the federal 
Civil Service Superannuates are people with suspicious minds, but we are all ; 
civil servants of long standing, and we have seen things during our service 
that we have come to suspect, and which eventually, because we have kept — 


a 
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- quiet because of the regulations, we found were enacted. We thought that this 
| committee, dealing in such detail with the Canada Pension Plan would find 
beneficial a comparison between the two plans. 

On your actuarial assumptions and projections that you have there, there 
is a short-range estimate from 1966 to 1975, which is the transitional period; 
and then there is a long-range estimate for the years 1982 to 2050. I can assure 

you we are not concerned with that long period, because we will not be here; 
we will be under Higher Authority, as the brief shows. | 


Mr. KNOWLES: You both look pretty well, to me. 


Mr. McLaren: That period compares with the present superannuation 
plan as it exists today. After 40 years of operation, we are most disturbed 
| at reactions when we communicate with the Government at various levels 
| from the Prime Minister down, and at replies from some members of Parlia- 
ment who have taken it upon themselves to try to find out the answers on 
the floor of the House. They have been told, and we have been told repeatedly, 
that the superannuation fund is actuarially in the deficit position. To our 
way of thinking, and according to the research we have been able to do by © 
using the public library and other sources of information such as the Auditor 
General’s Report, that is something we cannot understand. 


The CHAIRMAN (Mr. Cameron): This is where you are beginning to stray. 
Mr. McLaren: I do not know how to keep in line. 


Mr. AIKEN: I do not think we should try to prevent these witnesses from 
straying a little bit. There is a comparison with another plan. They are con- 
cerned with how they are going to get along. I take it that the trend of this 
‘particular remark is a concern about what may also happen to the Canada 
Pension Plan. 


Mr. Luoyp: I agree with Mr. Aiken and think we could be a little tolerant 
for a few minutes. I think the gentleman will get to his point. This subject 
of integration generally is a proper one for us to be concerned with. I know 
that on many occasions in this committee I come up with questions which 
clearly indicate that I could have done a better job. There is room for im- 
provement among all of us and I think we should show some tolerance to 
the witness for a few minutes. I am sure be is concerned about the matter 

_ of integration and in his own way he will eventually get to the point. 


The CHarirMAN (Mr. Cameron): Proceed, Mr. McLaren. 


Mr. McLaren: Thank you very much. I may be wandering, but I will 
get to the point. I do not know whether your committee will accede to our 
request or whether you will even give it serious consideration. 


Mr. AIKEN: We will hear it. 


Mr. McLaren: Thank you very much. If you notice, on page 7 of the 
brief we have placed before you a life expectancy of the civil servants con- 
cerned, that is, retired civil servants. We review the superannuation fund 
with the actuarial short-range, long-range, projections. I am referring now 
to the short-range projections and estimates which you have before you under 
the Canada Pension Plan. If you look at that along with this schedule showing 
the age limits of the civil servants involved, you will find that 15 years is 
the most reasonable expectancy of life. That is in accordance with the insurance 
mortality rates which are usually submitted. 


That brings me to this particular point and I would like to get to this 

point immediately. I do not know what the committee can do about it. These 
are the people we are concerned with. On the schedule that is their age basis. 
- I understand that the schedule Mr. Knowles very kindly obtained for us is 
3 supposed to be tabled within the first 15 days of every session, and should 
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appear in Be nena auntie that is not the recent. one, nad is 1962: 
am positively sure the most recent one will not deviate sighiswcel a i: 


You will see that when you are dealing with annuities of pension ] 
under the Canada Pension Plan, your civil servants of this age from 192: 
1964 are receiving very much lesa) In fact, the great majority are recei' 
less than they could possibly receive under the Canada Pension Plan. That is 
what faces these people—I should say ‘‘us’”. However, I should be honest a 
it; I have been able to take care of the inflationary barriers myself by com 
tinuing to work. I am 72 at the moment, and I propose to work as long as the 
Lord gives me breath and strength. a 

I have met people in every walk of life across Canada who are in dire 
circumstances by receiving this inadequate pension. I notice that one lady from) 
the Council of Women was telling you that our aged people cannot live with 
dignity. I can assure you that your former civil servants cannot live with 
dignity on that type of pension. y 

Therefore, sir, ladies and gentlemen, what we are concerned with now i 
the 15 years. If ae committee wishes to do anything for the former civil 
servants, they have the statistical data there and they could suggest that ¢ 
eeetaa be made at the cut-off date of January 1, 1966, in the inception, 
whenever the Canada Pension Plan comes into operation, that is the crucial | 
period as far as we are concerned. If there is any anticipated amendment going 
from this committee to be discussed on the floor of the House, you could make 
some recommendation to aid people who now require some assistance, your 
former civil servants. I think this should be reviewed with an integrity whe Ri 
looks beyond immediate political partisan advantage, because we are yol 
civil servants regardless of political affiliations. We hope you will see your wae yy 


recommendation which would be discussed on the floor of the House, to take 
care of these people, to do what is required. I am now at the point. You can 
take the cut-off date as far as superannuates are concerned, in dealing with 
the 15-year projection, which is quite comparable to your short-range projec- 
tion here. If you do that, your Canada Pension Plan, if it passes, will have 
public support. If you do not do anything for the retired civil servants, I do 
not see how you are ever going to get the support of the people of Canada, ; 
when anyone can look around and say: ‘What are they trying to do now; 
what did they do for their former civil servants, living under those condi- nie 
tions?”’ .* 
There is one other point before I conclude. I want to keep within your terr as 
of reference, if I can. On your actuarial projections there is an anticipated in-_ 
crease in the cost of living, which will increase as the plan proceeds. It is 
given as possibly 3 per cent, if I can remember correctly, up to 1985. That is” 
a very conservative estimate, and a very conservative assumption, because last 
year the cost of living went up 1.9 per cent from November to December. This qq 
is going to have an impact on the economy of the country, which you discussed, 
as I know from the minutes of your meetings. I do not know who the gentlema x 
was, but he asked a question, I believe, of Mr. Bryce, as to how wages chas 
prices and the levels come together. I think the actuary told you that he had 
looked at that position as given over 100 years. From having spent all my 
working life in the Income Tax Department, I can assure you that I can agree 
with what he had to say, because wages chasing prices creates an inflationé ry 
situation. Here we are, a bunch of your former employees, subject to the 
frustration of these inflationary values. Nothing has been done up to now. ee 
this bill passes and comes into operation, we can look forward to furthe 
encroachment on the fixed income of the pension dollar, reducing down to the 
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That is my submission. Thank you. 


Mr. FRANCIS: I was interested in the table on page 2 of the brief, which is 
_ the breakdown of the number of civil servants by the amount of the pension. 
The Canada Pension Plan has been criticized because its benefits are earnings 
related. As I understand the request of the association, through their brief, 
they want adjustments which are related to previous earnings. They have 
asked for parity with those retiring in comparable brackets. 


Mr. McLAREN: That is correct. 


Mr. FRANCIS: Because it seems to me that this is the same principle which 
is under attack in the Canada Pension Plan itself, and if I read your brief, 
you are supporting the principle that the adjustments should be related to 
earnings. The income range does not include $75 a month at age 70 for old age 
security; this would be in addition? 


Mr. McLAREN: That is quite true, but then we have no pension which is. 
equated under the Canada Pension Plan at age 65. 


Mr. FRANCIS: Have you made a specific request that this should be one of 
the provisions? 


Mr. McLaren: No, we have not. 


‘ Mr. FRANCIS: My question, Mr. Chairman is this: Does the association which 
you represent have any views on an upper limit of relation of earnings— 

pardon me, of the Canada Pension Plan or federal civil service superannuation, 
_ plus old age security as a percentage of some sort of current earnings? Have 
- you any views of what the upper limit should be? We were given instances 
where civil servants will retire, and I am very happy to learn about this. Have 
- you any views of what the upper limit should be? Are you asking for adjust- 
_ ments at the top of the scale in the same percentage as at the bottom of the 
scale? Should there be an upper limit of say 80 per cent of earnings in a current 
Ps bracket, or an adjustment which is weighted more in favour of those at the 
~ bottom. 


y Mr. WHITEHOUSE: As I tried to point out in my remarks, what we have 
x asked for is that the pension dollar be kept on a par with the cost of living 
as indicated by our Bureau of Statistics. The pension dollar should be worth 
100 cents instead of, in the worst cases we have, 32 cents today. They con- 
"tributed a dollar, 100 cents, when they were working. The pension dollar 
Bees in some cases is worth 32 cents. We are asking that the purchasing power 

of the pension dollar be brought up to its full value. As you are aware, a great 
_ majority of the people we represent, when they received their superannuation 
- it was based on the ten year average. Since then there has been an amend- 
-ment to the Superannuation Act which makes it that your superannuation is 
_ based on the best six years of service. That in itself creates quite a margin— 
the person receiving a pension on a ten-year average, and the person on the 
best six years of service which is the case today. So our people feel that their 
Miension should be based on the best six years. That is one adjustment that 
_ should be made automatically, we think. But also adjustments should be made 
to bring the pension dollar up to 100 cents; and we have asked that the same 
y amount of pension be given or considered when this adjustment is made, that 
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: is given to bringing it up to $50 full dollars, but also to add to that an upper 
adjustment to make it possible for that person to live in decency. 
i You mentioned the old age security pension, and it is true that we have not 
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has brought this to our attention, too, that our people receive the old age 
security. But so do all other citizens of the country, because they contribute 
in their working days, and we do not think we should be singled out that this 
is an extra thing we receive at 70, because all citizens throughout the country 
receive it. 

Mr. Francis: One last question. Of course, I am in favour of the principle 
of doing something for people who retired a few years ago, and I realize that 
the pension dollars do not mean the same thing any more. I think the 
principle is right; but is your delegation recommending the same pension 
adjustment for those receiving $300 and over and those receiving less than — 
$20 a month. . 

Mr. WHITEHOUSE: Well, as you know, there has been one adjustment made, ~ 
which was passed by Parliament in 1958 affecting those who retired before 
December 31, 1952, made by the previous government. The table will show — 
that they awarded these upper adjustments on a graded scale, which seemed — 
fair and equitable, and we would assume that if we were successful in getting 
an adjustment in the present pensions it would be on the same basis. Of — 
course, we are particularly interested in the lower bracket. Vi 

The CHAIRMAN (Mr. Cameron): Mr. Knowles? 

Mr. KNow.tes: Mr. Chairman, I do not think it is necessary to take any — 
of the committee’s time or space in the record to indicate my sympathy with 
the delegation, so I will come straight to my question. | 

My first question, one might say, has just been answered. However, there — 
is a facet of it I might develop slightly. You do refer in your brief to the © 
Public Service Pension Adjustments Act, and you suggest it will be better | 
for increases in the pension to be charged against the superannuation account | 
fund rather than as a budgetary expense. I take it that despite that criticism 
of the use of the Public Service Pension Adjustments Act of 1958 you do- 
agree that the principle in that act, namely, that any increases or improvements 
should be awarded in favour of those at the lower end of the pension scale? | 


Mr. WHITEHOUSE: Correct, Mr. Knowles. 


Mr. KNOWLES: You made a reference in your brief to widows and their 
need for a higher rate of pension than 50 per cent which is now the case, and 
you spoke particularly of widows who have children. Obviously in this case 
you are referring not to the widow of a civil servant on pension who had 
retired. We had statistics the other day to set that aside. But you refer mainly 
to the widow of the civil servant who dies in service? 

Mr. WHITEHOUSE: That is right. 

Mr. KNOWLES: Would you think that there should be any special kind 
of provision, that there should be a percentage added on where there are- 
children; or do you feel rather that there should be a flat increase in the 
pension paid to widows? 

Mr. WHITEHOUSE: This was our understanding, that if we were successful — 
in obtaining an increase in the widow’s allowance to 75 per cent, there be an 
added clause that she receive the full pension, which her husband would have | 
been entitled to, for at least one year, to get her financially settled, particularly — 
where children are concerned. We have not requested any further adjustment 
in the case of children under 18 now receiving a percentage of the widow’s 
allowance. 

Mr. KNowLEs: We who are sitting as members of Parliament can hardly | 
quarrel that the widow’s percentage could be a little higher, because although 
they were not covered in our pension act for a number of years they are now 
covered for 60 per cent. “2 
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You have made a number of references to what the jargon of this com- 
“mittee has called “indexing.” This is the process of raising pensions according 
to various indices based on the cost of living or wage. You have referred to 
the desire to keep the pension dollar at the value that obtained to those dollars 
we put in. 

Mr. WHITEHOUSE: That is right. 


Mr. KNOWLES: I think that this is not your only interest, that you feel 
that there should be other adjustments to enable retired people to keep up 
with the standard of living of the society in which they are living? 


Mr. WHITEHOUSE: Correct. 


Mr. KNOWLES: Have you noticed in your persual of the minutes, although 
some have only come to us this morning, a submission made by two or three 
delegates—I think Mr. William Anderson was the first one—that any general 
old age pension plan should have in it provisions for increasing the amount as 
pensioners grow older, that is, that a 75 year old person should get more than 
a person of 70 and that a person of 80 should get more than one of 75? Have 
you any comments on this? , 


Mr. WHITEHOUSE: Yes, we have views on that, and we are quite aware of 
some of the representations to this committee from insurance companies and 
other people representing large groups of citizens. While we did not make any 
representation on this particular point, we do agree that as people grow older 
their expenses tend to increase, and this can be brought about by many 
factors—ill health, for one thing, and until we have a medicare plan, which 
we understand might be forthcoming in the not too distant future. 


Mr. KNOWLES: I hope you are right. 


Mr. WHITEHOUSE: And these people find themselves in very straitened 
circumstances, more so than earlier in life; so that we could agree with what 
has been submitted to this committee in that respect. 


Mr. MontTEITH: May I ask a supplementary, Mr. Chairman. Does your 
experience indicate that the members of your association have any views on 
this, that any income, or any capital, small savings that might be laid aside 
at the time of retirement, are apt to reduce as years go by. Are people inclined 
to use up savings other than the pension? 


Mr. McLAREN: Definitely. I would say from the people we represent, that 

we find that civil servants who are in retirement today came through the 
hungry thirties. When you talk about savings, they had no money to invest as 
a hedge against any future inflationary period. It is only as they came to the 
years from 1930 to 1940 that they had any money to spend. Most civil servants, 
and we must remember this, were on a low salary scale, very much lower than 
they are today, they were buying houses and equipment, household equipment, 
and they had not the money and they paid for it on deferred payment plans. 
It is only in the later years of life they found the house paid for, after strug- 

gling along for some time, and some of these people have had to sell their 
houses and move into apartment living because of the fact that they could not 
do ordinary household chores in the garden; and that situation applies to all 

elderly people. They are using their whole resources immediately they do 

that, and some have been forced to sell their house at a very much depreciated 
value, unless they happened to be living in an area where real estate skyrock- 

-eted during the expansion, in large cities like Edmonton and even Victoria. 
They are digging into their savings, such savings as they have. 

. Mr. MonteitH: Generally speaking, the more elderly one becomes the lesser 

are the savings left on hand? 

‘Mr. McLaren: Yes, they are, definitely. 
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- nuated in the past 15 or 20 years. The salaries at that time—I know from first - 


‘ago I thought I had a nice little nestegg, but more than half of that has gone 
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Mr. WHITEHOUSE: I ead like to add to that, and Mr. Matera has preite ht 
out the point. The great majority of people we represent are people superan- 


hand experience, and had a lot to do with bringing salaries up to what they are 
today in the civil service—the salaries of 15 or 20 years ago, in many cases, were 
less than half they are today, but—and this is where the burden our plan comes 
into full play—they were always able to provide for their old age, and a grea at 
majority of people could go to bed quite content and happy that their future 
was taken care of. They were not receiving enough pay to accumulate riches 
of any kind, but those fortunate enough to save two or three thousand dollars 
found it was dissipated by the low pension they were receiving and the expense s 
they were having to pay between the age of 65 and 70. To answer the question: 
Does money saved during a lifetime stay with you, or is it used or dissipated 
after you retire? Definitely. I know in my own case, when I retired two years 


already, and I wonder what is going to happen in the next five years. Like 
Mr. McLaren, I thank God that we are fortunate enough to have enough to get 
by on; but it is these people we are representing we want more done for. People 
in every city of this country need help, former civil servants who have given 
faithful service for 45 to 50 years, living in the hope that when they retire they 
would have enough money in the form of a pension to keep them going. Then 
they come to the stage when they find the purchasing power of the dollar is 
decreasing every day, and nothing has been done yet to bring that purchasing» 
power back up to where it should be. PY? 

Mr. KNow.es: An accent like that of Mr. McLaren’s tells us it was not 
possible at certain times to effect savings. It is too bad our Hansard record i ish 
only bilingual, French and English. 

One or two other questions. You have made it very clear today, and through } 
the piece, that you do not think what you get under Old Age Security should 
be thrown at you as a reason for not having your position as superannuated civil i 
servants improve. This is the position I thoroughly agree with. But I still would i 
like to ask you a question regarding Old Age Security. There have been a 
good many suggestions to this committee, even though our terms of reference are 
the Canada Pension Plan, to the effect that Old Age Security should be increased. 
I take it we would have the support of your association for any such recom= 
mendation? a : 

Mr. WHITEHOUSE: Not only an increase but we would like to see it paid | 
sooner, at age 65 instead of age 70. 


w i 

Mr. KNOWLES: One final question. Perhaps this is where we started wher 1 

we began the meeting. You are, of course, aware of the fact that our terms of 
reference specifically are Bill C-136, but you are also aware of the fact that 
committees sometimes include in their reports recommendations on other related 
matters. Basically, you are hoping this committee will issue a recommendation f 
along the lines of your brief? oH 


Mr. WHITEHOUSE: Quite correct, Mr. Knowles. And, Mr. Chairman, that was 
one of the main reasons we wanted to get before your committee, and why v re 
appreciated so much that you gave us that privilege, because, as I have stated, 
from past experience of parliamentary committees I know that while their 
terms of reference covered something very specific, they have listened to nn af 
things perhaps closely related to what the terms of reference covered, and i 
their recommendations to Parliament they have included certain Leconte ie. 
tions despite the fact their terms of reference did not include these things. 

More than anything else, we would like to get our case on the floor of 1 the 
House of Commons, if it is at all possible, because we are so confident that it | 
every member of Parliament knew of the plight of retired civil servants he cou 
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| not fail to agree to the modest thie we are asking. This is che unique; other 
c countries of the world have recognized this and are practising it today. 


tet Mir. ATKEN? IMr. Chairman, I wonder if I might ask Mr. Whitehouse about 
he association that he represents? 


_ I assume this is a continuing association, one which will represent the 
retired superannuates as they become superannuates from the federal civil 
service. Is that correct? 


ta Mr. WHITEHOUSE: That is correct, and with your indulgence, Mr. Charen . 
A if I could just enlarge on this picture: It is what the title of the organization 
_ states, superannuated federal civil servants. We are national in scope, from 
ae to Victoria. We have membership in several countries overseas, Cana- 
- dian civil servants retired abroad, and we definitely intend to continue in opera- 

tion. When we pass out of the picture there will be others, we are sure, oes 
” to take our place. 


I may say we are comparatively new in so far as a national association is 
concerned. When I retired as president of the Civil Service Federation in the 
fall of 1962, instead of sitting down and taking life easy, which I had been 
looking forward to doing, I decided to organize the retired civil servants of this 
country, which I knew had been necessary for some 20-odd years. Our target 
ds not simply to get a better deal in the way of pensions. We are in a position 
_ to counsel our superannuates as to how they can do this, that and the other 
thing, and most of my mail is from retired civil servants across the country 
_ who are asking for that counsel. We envisage establishing something they have 
Fin Great Britain and Germany: we are going to establish what we call holiday 
‘homes across the country, so retired civil servants can get a holiday or 

- convalesce at about half the price they have to pay today. 


Mr. AIKEN: Thank you, Mr. Whitehouse. 

ie Mr. Prittie: I should think Mr. Whitehouse is never really going to retire, 
Mr. Aiken. 

Mr. AIKEN: The point of my question really was that your association, while 
primarily presenting a brief concerning present-day retired civil servants, © 
is also concerned with the plight and conditions of future retired civil servants 
and, therefore, your view is as to them as well as to yourselves? 


Mr. WHITEHOUSE: Yes, but I would be less than honest if I did not also 
state this, that while we are naturally concerned with the future of retired civil 
servants, with the coming into being of the Canada Pension Plan, we understand 
from what the parliamentary secretary to the Minister of Finance said last 
3 ovember on the floor of the house, a partial integration of our fund will 
be made with the Canada Pension Plan. Therefore, apart from the Canada 
Pension Plan and our superannuation fund, they will receive adequate pensions. 


_ We may have suspicious minds, but when we look into the future and 
project ourselves 15 years from now we suspect that there may not be a super- 


i an escalator fund. 
Mr. AIKEN: In the meantime— 
Mr. FRANCIS: Just to put something on the record— 


_ ‘Mr. ArKen: I don’t want to lose the trend of thought here. In the meantime 
what you are concerned about is that the people now retired or who are going 
to retire in a few years, during this interim period are going to be in an 
_€minently worse position than people retiring after the plan goes into effect. 
_-=«~-Mr. WurrTeHousE: That is correct. In 15 years we'll all be dead and we 
' Won’t have any reason to worry any further. 
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The CHAIRMAN (Mr. Cameron): You are being a little pessimistic. | 

Mr. Francis: Just to put something on record with regard to Mr. White-_ 
house’s remark about his concern as to what will happen to the existing fund, — 
the existing private plans are not going to be compulsorily affected, nor is 
the Government’s plan, but in respect of future contributions to the plan there © 
will be integration. However, benefits that have been earned and built up under ~ 
the superannuation act itself will not be impaired in any way as such. In © 
other words, existing funds relating to past service are not going to be applied © 
to any other service or integrated with the Canada Pension Plan, but integration — 
will take place with respect to service commencing from the date the Canada ~ 
Pension Plan becomes effective. This is important for the record. I think Mr. © 
Whitehouse is aware of this, but I did not want to have any misunderstanding. z 

Mr. WHITEHOUSE: I have had communications from the Prime Minister k 
himself assuring me of this. We are quite aware of it, but some of us have lived ~ 
long enough to see a lot of things done, and I don’t suppose the future is going © 
to change too much in that respect. I know that we have been told definitely that | 
this fund will not be impaired and that the same benefits will prevail, but we also — 
know that a prominent Member of Parliament stated a week ago in Nova Scotia is 
that in the next 15 years our $2 billion will be gobbled up. 


Mr. LLoyp: Who made that statement? 
Mr. WHITEHOUSE: I don’t care to name him. 
Mr. FrANcIs: It is not anyone present, I hope. 


Mr. WHITEHOUSE: No, but I am just saying what is going on, and you have © 
had enough experience, Mr. Francis, to know what is going on too. 


Mr. AIKEN: Mr. Whitehouse, you are particularly concerned that there shall 
not be a great differential, then, in the next few years between those now retired — 
and those who will retire in the future. 

Mr. WHITEHOUSE: We want the assurance, and we hope that this committee © 
can make such a recommendation, that the people we now represent, who com- J 
prise our membership of approximately 37,000, including some 12,000 widows, © 
will be protected in this 15-year interim, despite what might happen in the 
Canada Pension Plan. We also think that it will require amendments to the — 
Superannuation Act, and we feel that we should participate in any discussion, 
certainly any agreement, which culminates in this amendment being made. 

In our brief we have specifically requested that we be given representation 
on the Superannuation Advisory Committee, which is appointed by the Govern- 
ment. Who should be more entitled to be on that committee than the superan- — 
nuates themselves? We ask for that further protection. 

Mr. AIKEN: As part of the integration of the Canada Pension Plan with the © 
superannuation plan, I take it you would suggest that the existing funds in thes 
superannuation fund might be adjusted to give presently retired people an in- 
crease from those funds to bring it into line with the cost of living at the present 
time? y, 

Mr. WHITEHOUSE: That is right. And the adjustment act—and Mr. Knowles <4 
referred to that—is quite in order. We don’t object to that, but we do object to — 
the statements that have been made that there should be adjustments to the 
present superannuation coming out of the fund. We have $2 billion in this fund — 
and we cannot accept that. After paying all pensions for one year there was still 
$14 million—odd floating about, in interest, which more than covered the pen-— 
sion fund. ot 

Mr. AIKEN: You say that such an adjustment can be done without being un- q 
fair to those coming along because they will have the Canada Pension Plan. i 

Mr. McLaArEN: It is not any more unfair than the Canada Pension Plan. Ife 
I may make this statement, and it may be relevant or not. Their government 
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- accounting and actuarial values are a bit of a mystery to civil servants. We ap- 
_ preciate the detail that you have now in front of you, and you have been study- 
ing the actuarial detail and the projections of the Canada Pension Plan, but we 
think they are a lot clearer and more understandable than anything we have 
heard from any actuary or government source regarding the superannuation 
- fund. 


What gives concern to, and is a source of worry for, a lot of our members 
who occupied positions of some seniority in government centres is the very fact 
that when you get the Glassco report, as well as some governmental reports, you 
find that the Government’s contribution was in default $2,021 million in the 
- beginning of 1963. This, I understand, has been adjusted since. 


That same Glassco report says that $602 million is left. This is the Govern- 
ment’s contribution, dollar for dollar, $602 million. This has been charged to a 
special reserve to be charged against some future budgetary expense. Then they 
come along and they tell us that immediately we get into communication with 
them, the fund is actuarially unsound. 


Any common-sense individual will say, “If it is unsound, why do you 
not put in the $602 million in the reserve and see what actuarial valuation you 
can produce then?” With regard— 

The CHAIRMAN (Mr. Cameron): I don’t want to interrupt you, Mr. 
McLaren, but what you are doing is arguing what you might argue before 
another body. It does not seem to me that it is too relevant here. You are 
embarrassing me. I do not want to prevent you from making these statements, 
but I do feel that you are really trespassing on the situation when you start 
to present arguments which would be more appropriate before another body. 

You have had the opportunity of making your statement before this com- 
mittee, and you have supplied a lot of information which, no doubt, in due 
course will be used in some other place. I would just suggest that instead of 
arguing what should or should not be done in connection with the super- 
annuation fund, or whether it is being properly administered and so on, that 
you try to keep your presentation, what you want to say, more directly related. 
to the Canada Pension Plan. 

Mr. AIKEN: Mr. Chairman, we spent the biggest part of one meeting with 
members of the federal Government explaining how they were going to inte- 
grate the superanuation fund with the Canada Pension Plan. I think we surely 
can do no less for the association directly concerned. 

The CHAIRMAN (Mr. Cameron): All I am suggesting is that iis is 

not the appropriate forum for an argument with regard to the use or misuse 
of superannuation funds, or how they were handled, and so on. 

Mr. FRANCIS: I am sure, Mr. Chairman, that integration is in order. 


The CHAIRMAN (Mr. Cameron): The situation of people who have retired 
and for whom nothing has been done under the Canada Pension Plan has been 
called to our attention. On that basis I allowed the statements to be made and 
proceeded with, but when we start going beyond that I think we are getting 
out pretty far towards the end of a limb. 

Mr. AIKEN: Mr. Chairman, I am not going to pursue it further— 


The CHAIRMAN (Mr. Cameron): I have not stopped Mr. McLaren, but I 
suggest to him that he consider the appropriateness of his remarks. 
Mr. AIKEN: My understanding is that to carry out the intention of the 
Canada Pension Plan, which is to permit all Canadians to retire with security 
and dignity, we should hear anything that relates to that intention. 
The CHAIRMAN (Mr. Cameron): Mr. Munro wants to speak on the ques- 
tion— 


_ its way clear to see to it that the pensions these people will be receiving until i 
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Mr. KNOWLES: I think Mr. McLaren was pretty alate to ‘fs end ge th: 
and while the connection is perhaps a bit tenuous we are still in the veal 
area of the integration of these two plans. We did hear from the Government 4 
side. May we not hear from the Sede NG! side? You are doing a good job, 
but— | 


The CHAIRMAN (Mr. Cameron): I am just suggesting that the remarks 
be kept more appropriate to the deliberations of this committee. | 


Mr. McLAREN: I think we can sum it up by stating that partial intepratiogll 
of our superannuation fund with the Canada Pension Plan fund, when it comes © 
into being, is what we are certainly disturbed about in so far as the present | 
retired civil servants of this country are concerned. We want to make sure © 
that retired civil servants of this country, who will not participate in the © 
Canada Pension Plan in any way, shape or form, are protected. In asking for © 
that protection we would like to think also that the Government will see . 


they die—within, say, the next 15 years or so—are brought into line with © 
the purchasing power of the dollar today. That, in a nutshell, is what we > 
are asking. We do think that the federal retirees of this country, peice 
the fact that the Canada Pension Plan shuts them out completely, should — 
receive the same kind of protection that this plan is going to provide for | 
the people in the future. : 


The CHAIRMAN (Mr. Cameron): Is there anything else, Mr. Aiken? x 
Mr. AIKEN: No. I think Mr. McLaren has made his point very clearly. q 


Mr. Luoyp: I do not have the reputation of being a diplomat, but I must — 
say, Mr. Chairman, that I think you and the witness are both right. In your " 
case you have made reference to the form in which their observations were Y 
being expressed. On the other hand, I have no quarrel whatsoever with the — 
points they were trying to make. P 

They said that the superannuation funds of the civil service are veiled i 
in mystery. There, I think, the distinction is a matter of terminology. Al 
you have to do is to look at this book entitled The National Finances—1962-63 — 
where at page 180 in the table headed: “Summary of Assets and He 
of Federal Government as at March 31, 1958 to 1962” and against the item | 
“Deferred charges—Unamortized portions of actuarial deficiencies in pension © 
accounts,” you will see them set forth for five years. In 1958 it was $139 i 
million. Then, in 1959 it bumped up to $465.3 million. In 1960 the figure is a 
the same, and I suspect that they recalculated the actuarial amount of the ni 
liability and said that there was a deficiency— a 


Mr. KNOWLES: Or they got another actuary. i: 


Mr. Luoyp: However, in 1960 there was no change, so I can only assume — 
that at that time the Government’s budget took care of the liability for the 
one year. Then, in the next year it bumped up to $603 million, and in 1962 
it was $606.5 million. Where it is in 1963 and 1964, I do not know. 

The message I get from Mr. Whitehouse and his colleague is this, that 
whatever may be necessary in changing financial matters—because it is a 
fact today that for the first time a Canadian government is going to fundil 
the liability for a wage-related pension scheme for Canadians, and it is going — 
to rely on the general resources of the Government to meet the liability in the 
long run. What you are saying, Mr. Whitehouse, is: In doing all this, be sure : 
that you do not forget in any way, shape or form, or weaken in any way, 
your existing liability on the implied contracts with respect to the pensigig 
of civil servants. 

In the second place, you are quite happy to see escalation being introduce FS 
or indexing, in some way to upgrade pension benefits in relation to the cost 
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of faving: and that this is ‘sie! that you are all for it in fhe future, but you 
. pe your case very forcibly and say: While you are doing this please take 


q It is not so much as Fics civil servants that you make this plea, but you 
_ are speaking for all other people who are now on superannuation, although 
you say that within this body there is a large number of civil servants. 


Mr. WHITEHOUSE: That is right. 


Mr. Luoyp: I should like also to make this observation, that I think the 
witnesses have done us a great service. In contrast to the many representations 

: that have been made by others to the effect that there should be no indexing © 

im they have placed on the record a very significant point, that with two-thirds 

' of the provinces having two-thirds of the population it might be very difficult 
_ to get agreement as to what levels may be raised, and that by introducing in- © 
- dexing you provide at least for a measure of upgrading by a rule and by prior 

+ agreement of all those involved in the Canada Pension Plan. 

A That is really what you are saying? 

__-Mr, WuIrrHousE: Yes. 

ie Mr. Luoyp: But what you are saying is that if the Government of the day > 

re recognizes this in the future can they not in some way, when they are finalizing 

"the Canada Pension Plan, apply the same principle to those presently on 

pension. Is not that the essence of your remarks? 

‘ Mr. McLAREN: That is right. It is a matter of principle. If the PS 

is good and sound it should apply to everybody. 

te: Mr. LLoyp: Whatever the accountants and others may do, you come to us 

_ right from the field with experience of the problems of living on superannuation, 

and you say to us: “These are the things that we know from our experience’. 

I welcome your evidence. 

The CHAIRMAN (Mr. Cameron): Mr. Cantelon? 


Mr. CANTELON: Mr. Chairman, I am very much interested in the argument 
advanced by the Federal Superannuates National Association, and I suppose 
that is because I was a type of civil servant myself. I was a teacher, and I have 
had some experience in fighting governments over pensions. I know of the 
difficulties that exist in getting anything done for those who are superannuated. 
In fact, in Saskatchewan the teachers themselves had to finally assess them- 
_ Selves one per cent of salary in order to supplement the pensions of those who 
were superannuated. I am not suggesting that you do that. In fact, I think 
_ your argument suggests that this should not be done; that it is up to the pension 
plan to provide this extra money, and I agree with you. 

i I want to point out, however, that in this battle you are engaged in you 
are fighting not only for civil servants but for all others who are superannuated 
and who will be on inadequate pensions in the future. I just want to know if 
_ you have any idea of how many there are in Canada in other organizations 
_ who would be similarly affected as your people will be. 


_ Mr. WHITEHOUSE: Not offhand. We have not that kind of statistics in so | 
far as the retired citizens of Canada are concerned in the general walks of 


= 
a, 


S R.C.M.P. and the federal civil servants. 
Mr. CANTELON: They will undoubtedly be similarly influenced as yourself? 
Mr. WHITEHOUSE: Yes. 


life. We have statistics for the retired members of the armed forces and the 
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Mr. CANTELON: I suggest that there are a million or more Canadians who 
are superannuated, and who will also be similarly affected. 


Mr. WHITEHOUSE: Yes. 
Mr. CANTELON: That is the point I want to make. 
The CHAIRMAN: Mr. Munro? 


Mr. Munro: Mr. Chairman, my only comment is that technically speaking, 
in so far as the brief of the Federal Superannuates is concerned, it relates to 
the Canada Pension Plan and their experience, and in so far as they are — 
recommending that the present retired be taken care of across the board in- 
Canada, and not just the retired civil servants, then their representations are 
very pertinent and important. But, when they are referring to retired civil é 
servants in relation to the civil servants now employed and just ready to retire, 
and relate what they say to the superannuation fund, and so on, then I think > : 
it can be said that they are—and I do not wish to be technical—outside the ‘ 
ambit of this particular committee, and really outside our terms of reference. — 

yr 


I know that the gentlemen here recognize this fact to a certain degree — 
inasmuch as they have made representations to the Government of Canada with 
respect to this situation, rather than to committees such as this. 


I would point out, too, that Mr. Knowles, as we all know, has made many ' 
representations on this matter in the House. I also point out to Mr. Whitehouse l 
that Mr. Francis elsewhere in the House is making strenuous representations — 
to have this situation, as far as retired civil servants are concerned, corrected, 
and also as far as the superannuation fund is concerned and their position 
relative to those presently in the civil service. I do think that that aspect of 
the brief is, strictly speaking, outside the area of this particular committee's 


deliberations. i 
Mr. KNowLES: Mr. Chairman, I do not think this point of order should 
be pressed— x 


Mr. Munro: I am not pressing it, other than to say— : 

Mr. KNOWLEs: I still come back to the point that at the request of the 
Government we had before us people who talked about the integration of the ; 
federal superannuation fund with the Canada Pension Plan. It seems to me that © 
if we hear from the people on the paying side then we should hear from the ; 
people on the receiving side. We have demonstrated that right, so why modify it? — 

Hon. Mr. SMITH (Queens-Shelburne): I have a very short question to ask, ‘ 
Mr. Chairman. I should like to ask the witness, with respect to the former 
Member of Parliament from Nova Scotia, whether he would reconsider his 
decision not to name him for the record. Would you name the former Member 
of Parliament who made that statement about what would happen to they 
superannuation fund? 


Mr. FRANCIS: It was a totally fallacious statement. ; 


Hon. Mr. SMITH (Queens-Shelburne): My understanding is that it is com- 
pletely wrong. ) 


Mr. WHITEHOUSE: No, I have no desire to have this in the record at all. 
I merely brought it up to show what is going on across the country. 4 


Hon. Mr. SMITH (Queens-Shelburne): That is all right. I accept that. The 
only public statement to that general effect has been made by Mr. Buckler of 
Annapolis Royal, with whom I am sure you are acquainted. 


Mr. C6TE (Longueuil): I wish to congratulate the association on novia 
taken the opportunity to bring the problem of the retired civil servants before 
this committee. I can give a good example of what has happened to many retired — 
civil servants. I am indirectly a victim of this, because my father was working — i 


all his life in the Post Office as a civil servant. Having entered the First worl 
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4 War in 1914 at 16 years of age, he came back from it in 1919. Then he was 
_ hired in the Post Office and worked there for 27 years. His highest salary was 
$1,800 a year. At the age of 47 he had a stroke and had to take his pension. 
_ The pension he had was $84 a month, with eight children still in school. It 


threw me a little early in life on the labour market. Ever since then, the 
pension has been the same. He is still living, he is much better, his health is 
good, but he still has to work to earn a living, because his pension is not big 
enough. 

I do not blame the Superannuation Act completely, but, as you mention, 
there should be an increase in the pension of retired people, that could be 
indexed to the cost of living or something like that. The retired civil servants 
contributed to the fund and, seeing that the fund is over $2 billion now, I 
think it would be fair to give benefits to those people who had to contribute, 
even if the salaries when they were working were much smaller than those 


which civil servants are earning now. I wish to congratulate you for having 


taken this opportunity to bring this up in front of the committee, even if you 
might think that it is not quite relevant to the case. 


Mr. Gray: I certainly could not agree with those, if there are any, who 
would make a special point of criticizing this brief. The witnesses have helped 
to bring before us again a problem which has been raised before this committee 
since it began its hearings, that is to say, the problem of those, including the 
superannuates, who are now retired. I, and most of the people in this com- 
mittee, recognize that the passage of this bill will not end the obligation of 
Parliament and of the working population to those who have retired. In fact, 
the witnesses before us have helped to show us a possible source of increased 
assistance to those who are now in the position of being federal superannuates, 
assuming their arguments about the fund are accepted. 

In that light, they have added further evidence to the evidence coming 


before us in the past several weeks. As has been pointed out, there are a num- 


ber of members, including some on this committee, who have made representa- 
tions on this point, either in the House or, like myself and other members, 
directly to appropriate members of the Cabinet. The presence of these witnesses, 
before us has been very useful, illustrating a problem and reminding us of 
an obligation that I and most of us accept, not to forget those now retired, 
whether from private employment or from employment in the federal Civil 
Service. 

Mr. KNOWLES: I wonder if the witnesses realize that they seem to have 
unanimous support of this committee. No one is against them. We are all for 
you. 

The CHAIRMAN (Mr. Cameron): Interpreting what Mr. Knowles has said, 


we all believe in the principle which these witnesses have advocated, that there 
should be an adjustment. It is not always possible to do some of the things one 


believes in, but still one believes, one fights for it and eventually gets it. 

Mr. Whitehouse and Mr. McLaren, on behalf of the committee, I wish to 
express our thanks to you for appearing here today. We have listened to your 
presentation and, as Mr. Knowles has indicated, it has been very favourably 
received and no doubt in due course it will bear fruit. 

We thank you very sincerely for your appearance today. I should also tell 
you that your brief will be printed’ as a part of today’s proceedings; so that, 


in addition to what you have said, the brief also will be on the record to be read 


5 
; 


_ by those who may wish to read it. 
Mr. WHITEHOUSE: Mr. Chairman, may I add a word. I would like to try to 
_ express our thanks to yourself and to the members of this committee. I am sure 


ie I am speaking for the thousands of retired civil servants and widows when I 


ny 


say we deeply appreciate the reception you have given us here today. We came 
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here under no illusions that we were entitled to eS given. a feaine We knew 
it was not in the terms of reference that you had. The reception we have 
-_- received we shall take home with us and pass out to all our members across 
ay the country. . 
I know that personally I feel a lot happier that we have Members of Par-_ 
liament who take a kindly interest in the former employees of this country. 
Some of you I know personally, some of you I knew before you became Mem-_ 
a bers of Parliament. I am particularly happy that the things which you said 
i, and did when you were private citizens you are still doing and saying on the 
floor of the House. Those are the kind of people that the people of the country _ 
want representing them. Thank you for your reception. 


AFTERNOON SITTING 


THURSDAY, January 21, 1965. 


(Text) ’ 
The CHAIRMAN (Hon. Mrs. Fergusson): Mrs. Rideout and gentlemen, we > 
have a quorum. Before we start to interview witnesses, may I say that Senator — 
Croll and Mr. Knowles yesterday asked questions and requested that answers — 
be prepared. Mr. Osborne, our consultant, has handed me the answers to these © 
questions. Is it the wish of this committee that these answers be placed on the q 
Ati record and considered as part of today’s proceedings? 4 
Bawa! uA sreed. | 

The CHAIRMAN (Hon. Mrs. Fergusson): It has been moved by Mr. Francis) 
seconded by Mr. Munro, that the replies to these questions be placed on th # 
record and form part of today’s proceedings. bi 


x — Carried. 


Mr. Munro: Madam Chairman, there are a couple of matters I wish to. 
mention. The Minister would like—and it is mainly Senator Thorvaldson who y 
started this hospitality—to extend to all members of this committee an invita-_ 
tion to the La Touraine, on February 3 at 6.30 p.m. The invitations will be. 
going out, and this of course includes members of the press who are covering | 
Ha the meeting, and staff. 

The second thing I wish to mention, Madam Chairman, is with respect 
to the Clerk of the Committee (Mr. Maxime Guitard). I inquired from him, 
and he advises me that he has worked approximately 854 hours overtime from " 
December 21 to January 22 as well as being available at his home and at all 

if other times to facilitate the work of the committee. * 
ie In view of this unselfish activity on his part, I wonder if it would be i ‘a 
order that an extra gratuity be paid to him? He indicates that his salary works 
out at approximately $25 a day, less income tax, and on the basis of the 85s 
hours overtime up to today it works out to approximately $250. That is as- 
fs suming the same amount of overtime for tomorrow, and this brings him right 
up until tomorrow. 
: I would like to make a motion to the effect that he be given the extra 
gratuity in view of his overtime. Ms 
am The CHAIRMAN (Hon. Mrs. Fergusson): You have heard the motion of 
Sey Mr. Munro, seconded by Mr. Francis that— 4 

The CHAIRMAN (Mr. Cameron): There were two seconders, Madam Chair- 

man. Mr. Canielon also seconded it. 


Mr. KNOWLES: Madam Chairman, is that straight time or time and a half 


: " 
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a e Mr. Mukio: If you wish to you can amend it, to make it time and a half. 
I believe it is straight time. That will be perfectly all right. This is the result 
of inquiries by myself. 

_. Mr. Know.es: Was this collective bargaining between Mr. Guitard and 
i ‘yourself? 

a, Mr. Munro: No. I know he worked a great deal of overtime but has 
“received nothing, and the same applied during the flag committee sittings. I 
did not argue with him one way or the other. 


4 
s; ; : 
x The CHAIRMAN (Hon. Mrs. Fergusson): Do you wish to amend your motion? 


The CHAIRMAN (Mr. Cameron): Madam Chairman, I should like to say 
-a word. As one of the chief beneficiaries, as co- -chairman, I am very pleased 
to hear this motion made by Mr. Munro, and seconded by both Mr. Francis 
“and Mr. Cantelon. I can assure the committee that Mr. Guitard has been the 
right arm of both my co-chairman and myself in carrying on the activities 
of this committee and I think it is a well deserved tribute to him for his 
devotion to his duty. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you. 


Mr. MONTEITH: May I say a word, Madam Chairman? As a member of 
the flag committee, I can agree completely as to the devotion to duty which 
Mr. Guitard shows. 


i The CHAIRMAN (Hon. Mrs. Fergusson): I am sure we all realize this, and 
that Mr. Guitard has been attending most regularly and been very helpful 
to all of the committee, and I think particularly to the co-chairmen. 


df You have heard the motion. All those in favour please say “aye”. Contrary 
minded? The motion is carried. 


+ The presentation this afternoon is one from the National Legislative Com- 
mittee of the International Railway Brotherhoods, and it is to be presented 
by Mr. Huneault, the Chairman. He has some other members associated with 


him, whom I will ask him to introduce to the committee. 


af 


3 to be employed, and as Madam Chairman has indicated, I would like to introduce, 
on my left, Mr. Paul Raymond, Chairman of the Canadian National Railways 
' Beral Chairmen’s Association. On my right is Mr. J. H. Clark, Chairman of 
=. Canadian Pacific Railway General Chairmen’s Association. 


ie: The CHAIRMAN (Hon. Mrs. Fergusson): Thank you. I think you probably 
| know, from reading our minutes, that the members have had the brief in their 


_ Mr. KNow.Les: Madam Chairman, - was wondering if Mr. Huneault would 
e e to introduce the other Pieecore who are here so that we could have 


= Mr. HUNEAULT: Mr. H. mn Stockdale, member of the Canadian Pacific 
General Chairmen’s Association; Mr. C. Beckerton, of the Canadian National 
Railways Pension Committee; Mr. W. Gordon McGregor, Vice-Chairman of 
e Canadian National Legislative Committee; Mr. E. Streeting, member of 
he Pension Committee, and a member of the Canadian Pacific Railway; Mr. 
D. O. Spicer, member of the Canadian National Railways, Pension Committee; 
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Mr. F. A. Armstrong, member of the National Legislative Committee; Mr. J. Ss. 
Wells, a Director of Research of the Non-Operating Organizations, and his 
assistant Mr. P. L. Miles. That is our complete delegation. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you. 
Mr. HunEAULT: Madam Chairman, I am completely in your hands as to 
the reading of the brief. As you have mentioned it is, I am sure, very short 
in comparison to some of the briefs that have been presented to your com- 
mittee. If it is your desire that I read it I will do so. If not, I will continue 
with the preliminary stage. 4 
The CHAIRMAN (Hon. Mrs. Fergusson): It is immaterial to me. Would thal 
committee like to have the brief read or just a summary given? Apparently 
the feeling of the committee is that we have a SUBNET 


different, as I have indicated, Mr. Clark and Mr. Raymond will answer andl , 
specific questions relative to the different plans. $y 


Our brief contains two basic points, and these are: (a) The need for federal — 
legislation aaa . Bay pension plans covering employees in areas a 


mutual agreement through the unions and the railway companies. By cha 
the unions are not by any means suggesting that there should be full manage- — 
ment of the private plans by legislation, but we believe that there are three | 
elements of the private plans that do require governmental regulation. These — 
are: portability; solvency; and proper investment of pension funds. 


Subsequent to the preparation of this brief, which the committee has at 
hand, we are pleased to note that the Minister of Finance, the Honourable — 
Walter Gordon, as appears on page 11310 of Hansard of December 18, 1964, 
committed the Government to legislation relating to the portability and solvency 
of private pension plans as soon as a wide measure of agreement with the 
provinces is reached in regard to this situation. We accept this in good faite 
and we feel nothing more need be said by us on these two matters. 2 


In regard to the proper investment of pension funds held in trust for em-_ 
ployees, we can do no better than quote from the report of the Royal Commise 
sion on Banking and Finance, at page 261, which reads: Fs 


We therefore think it desirable that the provincial and fedena 
authorities co-operate in establishing broad investment rules, the first 
of which should prohibit investment in the employers’ own securities — 
or other investments raising the possibility of conflict between the pen-— 
sioners’ interests and those of the fund managers. sy 


In requesting a provision in the Canada Pension Plan legislation that there 
be no change in existing private plans without the approval of the employees 
participating in such plans, we have been motivated by the knowledge that at 
present the respective board of directors of the railway companies hold ab- 

solute veto power over the form the pension plan will take. There are separate: 


he pension plan, subject to their ratification by the board of directors of the 
company involved. 


CANADA PENSION PLAN 1467 


Under the respective pension plans as we have described them, the em- 
_ployees do not have an equal right to ensure their desires be implemented. 
‘Railway employees are not wholly satisfied with the present level of pensions 
now available to them under their respective plans, and they would welcome 
the Canada Pension Plan as a supplement to the present pension plan. 

At the time that the pension plan was first being discussed by Parliament, 
our employees became quite anxious as to what effect the Canada Pension 
Plan would have on their respective pension plans. The Canadian National 
did issue a certain circular letter to, I believe, all its employees, and, if I am 
permitted, I would like at this time to read it into the record. It is a very 
short circular, and it is headed: 


Information of Importance to All C.N. Pension Contributors 
C.N. plans not to be replaced by Canada Pension Plan. Combined 
benefits to be at least equal to C.N. benefits. The legislation to implement 
the Canada Pension Plan was introduced in Parliament on March 17th 
: and the Government announced that after the Easter recess it will be 
referred for study to a joint committee of the Senate and House of 
Commons. 


Mr. Luoyp: Which Easter? 
Mr. KNOWLES: Easter is a movable feast! 
Mr. HUNEAULT: I would assume it was last Easter. 


Since full details of the proposed Plan only became available with the 
introduction of the legislation, the Pension Board has not had an oppor- 
tunity to study these details and it will be some time before announce- 
ments can be made as to the precise manner in which the C.N. Pension 
Plans and the Canada Pension Plan will be co-ordinated. 
Reports reaching the Pension and Welfare Plans office indicate that 
some employees are becoming unnecessarily concerned as to the possible 
effects of the Canada Pension Plan on the C.N. Pension Plans. In the 
hope that it will relieve the main concerns which have been expressed, 
Mr. G. P. Hamilton, Manager, Pension and Welfare Plans, has been 
authorized on behalf of C.N. Management to assure employees that: 


1. The CN Pension Plans will not be replaced by the Canada Pension 
debne 


2. Any co-ordination between the Canada Pension Plan and CN Plans 
will relate only to contributions and benefits in respect of earnings 
and service after the Canada Pension Plan comes into force. It will 
not affect pension benefits which have accrued to employees under a 
CN Plan up to that time. 


3. The combined benefits which an employee will receive under the 
Canada Pension Plan and a CN Pension Plan will be at least as 
large as the benefits provided at present under the CN Pension Plan. 


4. The CN Pension Trust Funds will continue to be held and admin- 
istered by Canadian National Railway Company in trust for CN 
employees and pensioners for the purpose of providing present 
and future pension benefits in accordance with the Rules of the 
CN Pension Plans. 


Further information will be furnished to employees as soon as it is 
possible to do so. 


Relative to the Canadian Pacific pension plan, at its Eighty-Third Annual 
Meeneral Meeting of shareholders held on May 6, 1964, it was stated—and I 
quote from this report: 

A 
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4 pension plans. a 


Wee Your company established a pension plan for its employees mor x: 
i than 60 years ago— q 
ee Your company established a pension plan for its employees mone 
Be than 60 years ago—in 1902. In 1937 the plan was elaborated to provid de 
| for larger pension allowances and for contributions by employees. At t 
. end of last year, 19,500 people were on the pension payroll and t nd 
ox company’s share of pension costs, including provisions for future pensions, : 
<i exceeded $26 million. The entry of the federal and provincial govern- 
= | ments into this field will make it necessary to revise substantially the 
company’s longstanding plan to avoid duplication of costs and benefits, 


Mr. KNOWLES: May I interrupt, Mr. Huneault, to ask whether the CPR. 
puts out for its employees any leaflets comparable to the one you read fron n 
| by the C.N.R.? a. 
Ree Mr. HUNEAULT: Not to my knowledge. Perhaps Mr. Clark can elaborate on 
that. q 
Mr. J. H. CLARK (Chairman, Canadian Pacific Railway General Chairmen’s S 
he Association): None whatsoever. x 
; Mr. HUNEAULT: As we stated in our brief, we feel that the setup of the 
ee different pension plans of the Canadian Pacific aa Canadian National could be 
‘i bettered. The plan is a condition of employment and yet it is not a part of 
gs the working contract, and the pension committee, as far as the Canadian Pacifie 
. is concerned, and the pension board, as far as the Canadian National is con- 
cerned, in any beneficial rules they might introduce, can be vetoed by the bog d 
a of directors of either railway. i 


This is why we appear before you today. If it was a matter of negotiation : . 
- -we just would not be here. Bi 


3 This will conclude my initial statement at this time, Madam Chairman. | . 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much, i 
Huneault. Some of the members have indicated that they would like to asl 
you questions. Yes, Mr. Prittie. 
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Ps, Mr. PRITTIE: It is obvious that your great fear is unilateral action by he 
employers concerning the scale of pension benefits. Is it too long a story t O° 
say how it is that your pension plans are the way they are? That they are 
not a question of negotiation? Can this be summarized briefly or is it too long to 
go into? 


Mr. HUNEAULT: I don’t believe so. I believe Mr. Clark for the Conadial n 


Pacific and Mr. Raymond on the part of the Canadian National could give us a 
very good resume of the reason why. ae 


Mr. CLARK: Well, the reason why we don’t have it in the collective agree- 
ment is that if we were to use our economic strength on it would would hav 2 


a bill passed for the continuance of railway operation. It is as simple as 
that. 


Mr. FRANcIs: I am sorry, Madam Chairman, but I did not hear that. — 


The CHAIRMAN (Hon. Mrs. Fergusson): Would you speak a bit loudes 
please? 


Mr. CLARK: One of the reasons why it is not in there is that if we put i 
into the agreement it would be negotiated and we would have to use oul 
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economic Gates to bring it about and then we would be faced with a con- 
tinuance of railway action such as has been done in the past years. I am 


talking about the Railway Continuation Act. 

_ Mr. Basrorp: I am afraid Mr. Clark has lost the committee on that one. 
Mr. KNOWLES: That was put in in 1950 before you came here. | 
The CHAIRMAN (Hon. Mrs. Fergusson): Does that answer your question? 
Mr. PRITTIE: I can see that the Railway Continuation Act is not understood 


but I would like to ask another Gtiestion: Are the contributions of employers 
and employees equal in your pension plans, generally? 


M Mr. CLARK: The contributions at the present time are 6 per cent by the 
employees and the Canadian Pacific Railway pays its portion of the pension 
out of the current revenue. 


_ Mr. Paut Raymonp (Chairman, Canadian National Railways General 
-Chairmen’s Association): The Canadian National pension plan booklet dealing 
with the rules of the pension plan scheme does not specify the percentage 
to match the employee’s contribution. As of January 1, 1959, all employees 
hired on Canadian National must, under the pension rules, contribute the 
equivalent of 53 per cent of wages towards pension benefits. However, in 
the Canadian National pension plan there are no provisions whatsoever for 
the Canadian National to match that percentage required to be paid by the 
“employees hired as of the date that I mentioned before. 


hs Mr. PrittTieE: I realize that there is probably a large number of plans 
| because you represent a great number of trades and levels of income. Is there 
any general percentage that a railway worker receives going on retirement now? 
_ That is, a percentage of former income? 


‘ Mr. CLARK: I will explain that to you, if you like. 
be Mr. Prittre: Thank you. 
8 Mr. CLarkK: Ours is a compulsory plan; it is a condition of work for those © 
entering the service after 1937. The calculation for all services prior to January 
1, 1937 is on the basis of 14 per cent. For all services subsequent to 1937 the 
“calculation is on the basis of 14 per cent. 
PY 


F Mr. MontEeITH: Of annual income? 


_-~+Mr. CuarK: No. In order to calculate the pension you take your last five 
Tears that you have worked under Rule 17. Rule 17 says that you must work 
one day in that month in order to have that month qualify for your pension. 
So, therefore, it would be the same as taking the last 60 months of work. You 
Make the average salary for your last 60 months and multiply it by your 


Mr. CANTELON: This is a percentage of years of service? 


Mr. CLARK: It is a percentage of your years of service because if you take 
your service prior to 1937 and take your percentage on that, let us assume it 
was a 10-year period, well you would take 1% per cent on that and then 
your service subsequent to 1937 would be 1j of it. 


Mr. Prittire: Is the C.N. somewhat similar? 


_ Mr. Raymonp: On the C.N. we have in addition to the present plan what 
we call the 1959 plan, which covers at the present time approximately 65,000 
employees out of a possible total of 90,000. This 1959 plan provides for one- 

fuarter per cent for the first 30 years of accumulative service, and one-half 
er cent for each following year. 
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Rule 7, paragraph (1), which explains clearly how the pension is determined: 5 
7. (1) Every contributor who reaches normal retirement date ee 


of his average monthly compensation for his last sixty months of 
allowable service or for any five consecutive calendar years, whichever 
is the larger, computed as follows: | 


1% for each year of allowable service up to twenty years 
14% for each year of allowable service during the next then years 
+% for each year of allowable service over thirty years. 

Then we have what we call the 1935 plan. This is a different arrangement. { 
The employees may contribute 5, 10 or 20 per cent of their wages, but the ~ 
railways will only match it to 5 per cent. Then, under this pension plan oft 
1935, you buy equities based on five years, 10 years or 15 years of guaranteed — 
equities. Then you have in the east also what is called the old I.C.R. plan, — 
for which the employees pay, I believe, 1 per cent of their salary, or a given ~ 
percentage of their salary, and are entitled to 1 per cent for each year of — 
allowable service to reach the calculation of determining their benefits. This by) 
pension dies with the pensioner. 


Mr. PRITTIE: Well, what I was trying to work out in the latter case is Fe 
where an employee has been working for the C.N., for instance, since 1935 — 
or thereabouts, and is going on retirement this year, or was going on retirement — 
last year. Now, my arithmetic is rather poor. What percentage does he get — 
from this five-year period? ist 

Mr. RAYMOND: You mean the percentage which is his or the money? | 


Mr. PRITTIE: No, the percentage of his earnings when he was a railway : 
worker. 


had 45 years of allowable service, he will have under the percentage that I have a 
mentioned before an equivalent of 60 per cent of his salary. If the employee has 3 
40 years of service he will have the equivalent of 52.5 per cent of his wages as _ 
mentioned before under article 7. ot 
An employee having 35 years will have the equivalent of 45 per cent of his — aa 
wages based on the last 60 months or consecutive five years, whichever is 
greater. An employee with 30 years will receive 37.5 per cent; an employee 
with 25 years will receive 31.25 per cent, and an employee with 20 years’ service 
will have the equivalent of 25 per cent of his wages. Now, this gives you quite — 
a good look at what would be the rates of pension that will be applicable to 
people within those groups. , 


Mr. PRITTIE: Yes. I wanted to try to get the general percentage level that — 
they were drawing. Obviously, your contention is that the benefits from the Fr 
Canada Pension Plan added to the existing pensions would not be too great ins 
view of the unilateral action of the railways. 


Mr. CANTELON: I have a supplementary question, Madam Chairman. Your 
members would be happy to pay what I calculate to be 8 per cent of their wages, i 
if they want to add on top of the Canada Pension Plan what they have now? 

Mr. HUNEAULT: That is correct. The people we represent are quite anxious — 
that the two plans—the railway plan and the Canada Pension Plan—be kept ¢ 
separate and apart, or be divorced one from the other, in order that the Canada 
Pension Plan would supplement their present pension plan. 

Mr. PrITTIE: I have one further question, Madam Chairman. Is there any — 


element of portability. If you leave one railway and go to another do you take i) 
the pension with you? ae 
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ile Mr. CLARK: None whatsoever. 


t 3 Mr. RAyMonpD: On the Canadian National we have a certain clause in our 
1959 pension plan. It is Rule 21 which deals with the reciprocal transfer agree- 
ment, and it reads: 


(1) Every contributor who may be eligible for benefits under a 
reciprocal transfer agreement may request the Company to make a 
remittance in respect of him in accordance with such agreement, in lieu 
of the refund to which he may be entitled under these rules. 


This agreement is subject to certain negotiation with the other party in- 
volved, with the Canadian National, and as you are probably aware we do not 
have this agreement applicable with other industries. It is only with specific 
Crown corporations. 

Mr. CANTELON: Thank you. | 


Mr. MONTEITH: I have a supplementary question. I think Mr. Raymond 
mentioned those figures down to 20 years. Would you give me the figure for 20 
years again? | 

Mr Raymonp: Yes, 20 years would be 25 per cent. 


Mr. MontertH: Anybody leaving the employ of the railway prior to that 
-—what happens to their interest in the pension fund? 


Mr. RAymonp: It all depends. I have to be careful in my answer because 
I would like you to have a full picture of the problem. We also have within our 
1959 pension rules of the Canadian National a section that deals with a deferred 
pension. Under this clause an employee with 15 years’ allowable service, and 
whose age and years of service add up to 60 or more—that is, an employee who 
has 15 years’ service and is 45 years old—on leaving the railway either by 
resignation or dismissal can request to have his moneys invested in the plan 
left in the plan, and to receive whatever benefits this will accrue to him at the 
time he would normally reach retirement age, which is 65. If he does not have 
a total of 60 years or more then the employee must withdraw it. 


: Mr. MONTEITH: And he withdraws his own share only? 
Mr. RaymMonp: Yes, plus— 


Mr. MONTEITH: Does he get the company’s contribution also? 


Mr. Raymonp: No. Under this plan he does not get anything from the 
Canadian National. He gets only his money plus the interest that has accrued 
to his funds, and which is controlled and specified in the booklet. 


| Mr. MONTEITH: But if he has 60 years then does the amount that goes 
into the future plan have included in it the company’s contribution? 


Mr. RayMonp: For all employees who have entered the service prior to 
January 1, 1959 it is acknowledged that the railways will have definitely to 
pay something towards it. However, we on the Canadian National Pension 
Board are of the opinion that subsequent to January, 1959 all employees pay- 
ing into the fund, and projecting ourselves into the long term approach—50 to 
| 60 years from now—we feel that employees solely will be contributing to the 
| plan. 
| Mr. HuNEAULT: I believe, Madam Chairman, there is,one point here that 
| should be clarified as far as the Canadian Pacific pension is concerned. With 
| respect to anyone who had service prior to 1937 and who is not a contributor at 
| the present time, that portion of the pension plan will be paid entirely by 
| the railways. 

Mr. CLARK: Even if he is a contributor, that portion of the service prior 
| to 1937 is paid solely by the railways. 


The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Munro? 
21759—3 
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, Mr. Munro: Madam Chairman, I ete focal ine gentleman here some- 
i thing about this aspect that Mr. Prittie was pursuing, namely, the Railway 


kg A Operation Continuation Act, as I believe it is called. I acknowledge that I should 
have considerably more knowledge about it than I have, but perhaps the 
Ae gentleman can tell me in a very summary fashion the effect of that legislation 


so far as the railways are concerned. 


Mr. HUNEAULT: Madam Pian at the time that the negotiations rok 
down we had gone through Roneiliahon! and we were preparing to withdraw 
our services from the railways. The Government passed legislation which is 

7 known as the Railway Operation Continuation Act which forced us back to 
a our jobs, and a settlement was reached—I do not know whether I am correct 
‘i in saying this—with the help of the Government. 


Mr. RAyMoND: With the intervention of the Government. 

Mr. Munro: I understand that you can strike, but then certain provisions 
of the act are implemented which would force you to go back to work? | 

Mr. HUNEAULT: That was done under this act passed by Parliament—the 
: Railway Operation Continuation Act. 
" ‘ Mr. MONTEITH: Was it not only to apply during a certain period? 
im) Mr. KNOWLES: I think the gentleman can confirm what I am saying, but 
aN the act itself applied to only that one strike. When that strike was settled 
ay that act was finished. What I think they are saying is that they know that if 
another strike was called it is likely that there will be a similar act passed by 


an Parliament. This took place in september 1950. 
Beh Mr. Munro: This would be irrespective of what government was in 
ih office? 4 


Mr. KNOWLES: Well, there was a Liberal Government in office in 1950. 
Senator Croll was in the House at that time, and I think he and I voted ageing 
the legislation. 


Mr. Munro: Then, your feeling is that one of the reasons why pensions 
have never been a subject matter of negotiation as far as the railway unions 
are concerned is that you feel if you could not come to any agreement with 
your employers with respect to pensions—and that might be the only conten- 
tious point in your negotiations—and you decided to go out on strike, there might . 
be further Ra: of this kind implemented? Is aaa your Mee 


eee of governmental action? 


3 Mr. HUNEAULT: No, I do not think that is a correct statement. On an 
occasions—and I can be corrected by my colleagues here on the pension com-= 
mittee—we have attempted to negotiate a pension plan, and the railways have: 
refused. 


Mr. CLARK: We have been seeking the benefits in there, but to no avail. 
If there are things that cost anything then when you appear before the board 
of directors you do not stand a chance of getting them. 


Mr. RAyMoND: There is another important fact that should be drawn o 


a 


the committee’s attention. On the Canadian National our association represents 
yi at least 70,000 scheduled agen but the pension plan is not restricted on Ly 


‘ Beast on tile Canadian aera and make up a part of the management hed 
aust be represented, I realize, by another party than this organization. But, 
when we deal with any given matter with respect to our pension plan we do 
Yr ot look at it only on behalf of the employees we represent. We look at it in the 
erspective that all employees of the Canadian National should receive the 
reatest benefit that can be obtained. Now, if we were going to negotiate an 


EN ebind ra we would like to negotiate an agreement that would control | 


a 


‘those people who are not actually represented in a collective agreement would 
‘also have to be incorporated in the general scheme of that pension plan. I would 
“suppose that the same requirements would have to be made by the C.P.R. 
General Association if ever we can negotiate our pension plan. 
4 Mr. Munro: In other words, the people who would be directly affected 
in this case in successful negotiations would benefit from the work you have 
done in order to improve the situation? 
Mr. RAYMOND: Yes. 
: Mr. Munro: I do not think this is unusual in many other cases. The effort 
that you have put forth to improve the situation would benefit others who are 
Brot members of your union? 
a Mr. RAYMOND: We certainly have no objection to ieee after the benefit 
of other workers who are not under our certification. I would be glad to em- 
“phasize that. We would acknowledge it as part of our responsibility. 
Mr. Munro: Given the very worst possible situation—termination of your 
“agreement and a series of negotiations taking place between yourselves and 
oc employers that resulted in no settlement, and a strike being called, and the 
Government subsequently forcing you back to work—what happens then, after 
i you are forced back to work? Do you not go to some further type of negotiation, 
‘resulting i in some type of arbitration process? 
i Mr. HUNEAULT: In reply to that, we have only one occasion on the railways 
where we did have legislation which forced us back to work, and any subsequent 
| Negotiations between the parties and the Government resulted in an agreement. 
vi Mr. RayMonp: In 1960 we had a recurrence. A bill was passed to force us 
i to go back—or, rather, to prevent us going on strike. 


i Mr. Munro: Before you had actually gone on strike? 
Mr. RAYMOND: Yes. 
Mr. Munro: And what followed was a meeting between the company and 


Mr. RAYMOND: OPO aHIOn: 


~ Mr. KNowLuEs: In 1960 Mr. Justice Kellogg was appointed to arbitrate, but 
_ the legislation specified a maximum and a minimum. In other words, he had 
bs n area in which to arbitrate. As I recall, he gave you all he could. 


Mr. CLARK: That was 1950. 

Mr. RAYMOND: But in 1960 it was a different problem? 

Mr. KNOWLES: You were stopped? 

Mr. RAYMOND: Yes. 

Mr. Cuark: And it was postponed for about six months? 

Mr. MuNRo: Madam Chairman, probably I am pursuing this point too far, 


ee re would also have to take cognizance, I presume, of the fact that  —_ 
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result in some type of compulsory arbitration. In a sense, it would be just on o 
of many items that would be settled by arbitration, is that not so? 5 

Mr. RayMonp: No, it is much more complicated than this. First of all, under 
the requirements of the Canadian laws, when our general conference, at least 
non-ops, serves notice, it has to be agreed on a certain platform as to what we 
will be seeking. The other group, the operating group of employees, are under 
their individual contract and until such time as all the non-ops and the operat- — 
ing groups contracts expire on the same day, we cannot join together to serve a 
similar notice to the railways to the extent that we wish to have negotiations 
in respect to the implementation of pension plans. Under the Canadian law we ~ 
cannot do a thing about it. I presume the railways are taking advantage of this. a 


Mr. Munro: In essence, you are following the theme of industry wide bar-_ o 
gaining as far as the railways are concerned. ¥ 


Mr. RAayMonp: Actually at the present time our hands are tied. We cannot rd 
negotiate our pension plan because of the requirement of the Canadian laws. _ 


Mr. Munro: This business of different sets of employees belonging to ; 
different unions within a railway industry, and these different categories of © 
employees with different agreements and different termination dates, is that — 
what you are referring to? 


Mr. RAyMonpD: That is one. 


Mr. Munro: The correction of this situation, certainly to a degree, would 
lie in the area of interior co-operation between the unions involved? I omy 
phasize to a degree, and suggest to a considerable degree. i 


Mr. Raymonp: I would suggest that if the Canadian laws would allow us 
us to do so and if the railways would be agreeable to meet with us, we would i. 
surely sit down and try to negotiate something with them. We are prepared © 
to put aside the requirements, the rigidity of the law in this respect, by mutual — 


consent. However, the railways have not responded to our desire to meet with © 
them and they say they feel we must remain within the context of the law. — 


endeavour to negotiate future collective agreements, so that they have the 
same termination. 
The CHAIRMAN (Hon. Mrs. Fergusson): Are you making a statement? 


Mr. RAYMOND: Under the law, to my knowledge you cannot negotiate 
anything out of the master agreement that has been reached, without the 
mutual consent of both parties. Let us say that our present agreement expires — 
on December 31, 1965. If we would wish to negotiate something else not — 
provided for in the agreement that was agreed to, say, on December 31, 1963 
for a period of time 1964 and 1965, and if the railway did not want to do ita 
they would say ‘Under the law we have the right to force you to remain 
within the scope of the agreement we have reached, and therefore we do not 
want to meet with you to discuss this.” Do you follow me? This is the law | 7 
that gives them that right, and of course the law gives us the same right. ts 
We are prepared to meet with the railway whenever they wish it, but they i 
are not prepared to meet us. te 

Mr. KNow Es: It comes under the Industrial Relations and Disputes In- — 
vestigation Act. . 

Mr. Munro: In railway unions desiring some type of federal activity in 
the area of private pension plans, in those industries that fall within federal 
jurisdiction, especially the railways—I take it you want the federal Government — 
to intervene in this area, to ensure that the pension plan rights of your ens 
ployees are fully protected and that these pension plans are fully portable. Ist 
that a fair statement generally of your desire? F 2 


‘3 
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Mr. HUNEAULT: Yes, it is. It is our desire that the Canada Pension Plan 
be made a supplement to the existing plans, that is, those plans coming under 
federal jurisdiction. We have no objection to other plans, if they wish to 


- integrate, but in our case we do not want—or our employees, whom we repre- 


sent, do not want—integration of the Canada Pension Plan with the existing 


private railways plans. 


Mr. Munro: One of your recommendations seems to be quite distinct from 


another. In one area you are recommending that the Canada Pension Plan 
benefits and contributions and so on be supplemental to your own private 


pension plan. I understand that recommendation. I take it, in another recom- 
mendation here distinct from that, you are asking for regulation of private 
pension plans coming under federal jurisdiction—presumably to be sure that 
all those plans have uniform features, so that there is portability between them. 
Am I correct in that? 


Mr. HUNEAULT: You are. That is the statement we are making. 

Mr. MONTEITH: Does solvency come in there at all? 

Mr. HUNEAULT: Yes, we have mentioned solvency in our agreement. 
Mr. MONTEITH: In this particular category? 

Mr. HUNEAULT: Yes. 


Mr. Munro: In view of the fact that a huge area of the whole private 
pension plan does fall under provincial jurisdiction, granted with the exception 
of those industries that fall within federal jurisdiction, all other pension plans 
and private employers’ plans and so on fall within provincial jurisdiction—the 
railway unions feel that full portability and uniformity is a desired end in the 
private pension field? They would want their private pension plans to be 
uniform with other private pension plans in the private area of economy also? 
Would that be correct? 


Mr. HUNEAULT: What we are asking for in this particular case is that the 
private pension plans now in existence in the Canadian railways be made | 
subject, under regulations, to the mutual agreement between unions and 
companies. 


Mr. Munro: Yes,. but are you not concerned also that they be uniform 
and portable with other pension plans in areas completely outside the railway, 
presumably with the end that your employees could have freedom of mobility 
in regard to where they take jobs? 


Mr. HUNEAULT: Yes, in view of the fact that the regulations in private 
pension plans, the portability and solvency, is a matter for some private pen- 
sion plans under provincial jurisdiction, we are asking that similar application 
be made to private pension plans coming under federal jurisdiction. 


Mr. Munro: In other words, it is the desired end to have all pension plans, 


irrespective of whether they fall within the provincial jurisdiction or the federal 


jurisdiction, be uniform? 
Mr. HUNEAULT: That is right. 
Mr. Munro: Along that line, Madam Chairman, from the suggestion in 


the brief, I wonder if I would be in order to ask Mr. Osborne, the research 


director advising the committee, if he could inform the committee up to date 
of the activities which have been taken on behalf of provincial and federal 
governments to accomplish this end, because I think the railway workers— 
unions, should be advised of it, and I would appreciate comments with respect 


to this activity. 


Mr. Osgorn_E: Is it your wish, Madam Chairman? 
The CHAIRMAN (Hon. Mrs. Fergusson): Yes. 
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ae Mr. OssoRNE: Madam Chairman, as oveuroule rerio know, fia 
Ontario Pensions Benefit Act, the most recent version, provides for the port-. 
oe ability of pension benefits, And solvency of pension plans in the province. It 
a does not provide for uniformity of benefits, but does provide, within certain 
A limitations, that pension benefits will be portable, That is, the employer con 

wo)! tribution will be vested and the employee contribution locked in. 4 
‘Ns The province of Quebec introduced a resolution into the Quebec legislature 
j y that not only would provide a contributory public pension plan for the resi- 
dents of the province, but also provide for portability and solvency of privet 


pension plans within the province. 


Hi ety The Manitoba government also expressed interest in this field a had 
draft legislation on the books, which was later withdrawn. ‘ 


i At Ontario’s request, representatives of all the provinces, and observers 
Aa from the federal government, met in Toronto on October 16 to discuss the 
nee question of achieving uniformity of pension plan portability and solvency re-— 
wo quirements across Canada. It was agreed that draft legislation would be 
wa prepared by a subcommittee, with the hope that such legislation might be 
acceptable in ail provinces. The subcommittee completed the draft legisla- 

tion, and earlier this week a group representing the provinces, with observers. 
sein from the federal government, attended a second meeting in Toronto to discuss 
‘this draft legislation. q 
hie I think that brings the members of the committee up to date, as far as I 
on am aware of the developments. ‘ 
Nt _ Mr. CANTELON: Madam Chairman, would that mean that if a diesel engine 

‘ fireman did not like his job and wanted to transfer, perhaps to Ontario he 
Wes could go to work for Massey Ferguson in the shop bind his pension be trans-| ‘ 
“Ath ferred from the railway to Massey Ferguson, and it would continue? a 


Mr. OSBORNE: Madam Chairman, the actual arrangements whereby port 
_ ability would be achieved would not necessarily require that his pension 
rights be transferred from a former employer to a new employer; but he would 
east not lose the rights that he had acquired. It may be that on retirement he- 
-would receive two or three or four pension cheques from different plans. He 
would not lose those rights. 


Bi; Mr. Munro: It would be a question of jurisdiction. Ai 


"iy Mr. OsporNE: In further answer to Mr. Cantelon, he referred to a diesel! 
i} fireman, I believe, who is a railway employee. The Bddtthorved problem here 

is st jurisdiction the railway employees are under. If they are under 
, federal jurisdiction, naturally the provincial legislation would not be effectivel | 
for them, and this I understand is why the Brotherhood are looking for. 
federal legislation, presumably legislation which would parallel any legisla- 


tion adopted by the provinces, for employees of companies under federal juris 
_ diction, if such there be. 


ie _ Mr. KNow Les: And presumably this is what Mr. Gordon forecast in his 
. statement to the house, to which the delegation has already referred. 
Mr. Luoyp: Madam Chairman, may I ask a supplementary question? — 
The CHAIRMAN (Hon. Mrs. Fergusson): Yes. a 


Mr. Luoyp: Madam Chairman, at these conferences did discussions take 
place on the question of providing employees with the right to be consulte ed 
on proposed legislation for pension plans? 


i Mr. OsBorNE: I do not feel at liberty, as a federal observer at one of the 
me conferences, to go into details on what was discussed or not discussed. To the 
a i best of my recollection the question of how portability—well, I am not su 
I understand the question completely. i 
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0 OMr. ty on I sympathize with you. As I understand it, at these conferences, 
Q Brerstand permiers and officers have all discussed the wisdom of establish- 
‘ing uniform private pension plans across Canada? 

Mr. Ossorne: Not premiers. 

4 Mr. Luoyp: Well, officials. For my purposes, all I want to know is, those 
that are considering legislation to standardize private plans, have they at any 
time discussed this question of providing for employees a right to be consulted 
in any of the matters that would be the subject matter of Base tant by 
‘provinces? 

x The CHAIRMAN (Hon. Mrs. Fergusson): Perhaps Mr. Osborne is not pre- 
‘pared to make a statement on this. 


Mr. OsBorRNE: I would like to add one point. The proposal was that the 
Ontario Pension Benefits Act would be roughly the model for provincial legis- 
lation, with possible changes. In the development of the Ontario Pension 
Benefits Act a great many people were consulted. There was a commission 
‘which sat for two or three years studying this question and hearing briefs. 
They heard briefs from representatives of labour organizations as well as from 
“management and other interested parties. To that extent the general opinions — 
of employees, through their representatives, were obtained by the commission 
that made the recommendation to the Ontario government that led to the 
establishment of the Ontario Pension Benefits Act. 

r The CHAIRMAN (Hon. Mrs. Fergusson): Are you going further along this 
line, Mr. Munro? Because it seems to me definitely that we have a recom- 
‘mendation on page 1, article 5, from the delegation that is before us, and we 
can hear what they have to say, and then we can go over the act again, de-- 
-ciding what we will recommend. So it seems to me that is the time we should 
“make that investigation about what has happened up until now. Do you not 
think so? 

Mr. Munro: I agree, Madam Chairman. However, just from the point of 
view of gaining information, I wanted to find out this difficulty as outlined in 
the brief with respect to private pension plans and how the railway workers 
“have related that to the Canada Pension Plan. 


a My only other question in this area that I wanted to speak, just to make 
it clear, and it does affect the pension field, is that if my understanding is 
correct, you regard the Industrial Relations and Disputes Investigation Act 
provisions are obstacles to your desired end of obtaining industry-wide bar- 
‘gaining in the railway industry. 


me Mr. HuNEAULT: Yes, Madam Chairman. The Canadian Pacific plan and 

the Canadian National pension plan cover all their employees under the dif- 
een contracts; and, as Mr. Raymond indicated, the expiry date of the agree- 
“ments do not permit us to negotiate or serve notice under the Industrial Rela- 
tions and Disputes Investigation Act, which does not permit us the right, when 
one group, the non-operating group, as was referred to, to serve notice jointly; 
but the running trades so serve their notices at different times on separate 
‘Notices. This is the one barrier. It prevents the serving of notices to include the 


Pension provisions as a bargaining matter. 


BH Mr. Munro: I am very interested to obtain the information that the rail- 
‘Way unions have informed us of today, and I think the difficulties we are 
experiencing, so far as the private pension plans are concerned, are certainly 
Set tor th and bear looking into. I am glad that they brought it up in their 
rief for this purpose. 

The only remaining question I have—but I am sorry for continuing so 
long—is that I take it that aside from your particular problems in the area 
of private pension plans and your understandable desire to have the Canada 


Dy, 


1478 JOINT COMMITTEE - 


Pension Plan enplerentat to your private pension plans, you are very much 
in favour of the provisions of the Canada Pension Plan and it has your whole- 
hearted backing? 


Mr. HUNEAULT: I believe, Madam Chairman, we did make that statement 
in our brief. However, I would want again to come to the point where in my 
opening remarks I eae that the Minister of the Crown had made this state- 
ment that, as we understand it, there is provincial legislation affecting private 
pension plans, and we took it fon granted that the minister’s statement was in 
good faith, and we did not make any comment on that particular feature, be- 
cause we assumed the minister made the statement in good faith, and we felt 
that there was nothing more to be said on that particular point, and that as 
soon as the major agreement was reached with the provinces, the federal gov- 
ernment would have legislation comparable to the provinces, which would 
solve that problem for us. 


Mr. Munro: I think you have heard today from Mr. Osborne, the efforts 
that the federal Government is now undertaking to accomplish this end? 


Mr. HUNEAULT: Yes, I have. 


The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Raymond has pointed out td 
me that section 3 on page 1 of the brief definitely sets out that our witnesses 
think there is a need in Canada for this type of plan, such as outlined in Bill 
C-136, and that they favour the principle of contributory wage-related plang 
under Government auspices. 

Mr. HUNEAULT: Yes, that is our statement. 

The CHAIRMAN (Hon. Mrs. Fergusson): This is definitely your statement? 

Mr. HUNEAULT: Yes, that is our statement. f 


Mr. RAYMOND: This is the answer to your question: It is Hansard and 
paragraph 3, as stated by you, Madam Chairman. e 


Mr. KNOWLES: Madam Chairman, may I put two questions to Mr. unease 
and his colleagues? First of all, when you ask for legislation of the kind the 
Minister of Finance has now promised—and we both accept his word on tha 
legislation protecting pension plans of workers who come under federal labour 
jurisdiction, do you do so in light of any experiences you have had that make 
you feel this kind of legislation is necessary? g 


rt 


Mr. HUNEAULT: Yes, we feel our pension plans—and I think we have in i 
dicated that in our brief—are not wholly satisfactory. We are not wholly 
satisfied with the benefits from them, and we would welcome the Canaan 
Pension Plan as a supplement. 


Mr. KNOWLES: I am sorry, but I am not speaking about that part, the sup- 
plement. I will come to that in a moment. I am talking about the legislation you 
are asking for to protect the solvency and portability of federal pension plans. 
Have you had any experience which has led you to fear that any of your pension 
plans or pension funds might not be as fully protected as you would like them 
to be? 


Mr. HUNEAULT: Yes, and I would like to refer that question to Mr. Clark, 
who could possibly make a statement relative to Canadian Pacific Railway. 


Mr. CLARK: Under the Canadian Pacific’s plan, if an individual leaves the 
company prior to securing a pension, all he gets in return are the contributions © 
that he made, without any interest or anything else. There is no part of 7 


company money in there whatever. 
Mr. CLARK: Yes, it does differ a little bit in that respect. If you are took 


Mr. MontTrEITH: This is where it differs a little from the C.N.? 


at the solvency of the fund, you know there have been some things appearing © 
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lately in some of our papers across the country, where there have been a num- 
_ber of eyebrows raised, if you want to put it that way, as to the trustee manipu- 
lation of the fund. There was a fair statement made in the paper that in the 
ease of central Del Rio there were some 400,000-odd shares changed hands 
directly from the Canadian Pacific Pension Trust Fund to the Canadian Pacific 
investments. There is one research bureau that works for the two factions, if 
you want to put it that way, and I guess it is easy to make the transfer. . 
Mr. KNOWLES: It is this kind of thing, the facts of which we do not really 
have, that you want to prevent— 


Mr. CLARK: Yes, we want to stop it. 

Mr. KNOWLES:—by the kind of legislation you are asking for—and I need 
not pursue it? 

Mr. CLARK: Yes. 

Mr. KNOWLES: You said that Mr. Gordon said the federal Government is 
going to bring in this kind of legislation, and you are prepared to wait? 

Mr. CLARK: Yes. 

Mr. KNOWLES: Not too long, we hope. 

Mr. CLARK: Yes, not too long, we hope. 

Mr. KNOWLES: I would like to ask some questions about the other part of 
your recommendation, namely the suggestion that the railway workers really 
want the Canada Pension Plan on top of and not as a substitution for part of 
your present plans. I think you have made it clear that you want it. You made 
it clear in your answers to Mr. Cantelon that you are prepared to pay the 
extra costs, but perhaps on that point I might ask a question on detail. You now 
pay 54 per cent? 

Mr. HUNEAULT: On the Canadian National, and 6 per cent on the Canadian 
Pacific. 

Mr. KNowWLES: That is on gross income? 

Mr. HuUNEAULT: Yes, that is right. 

Mr. KNow.es: So that if the Canada Pension Plan is added, without any 
diminishing of the railway plan, you would pay another 1.8 per cent, but not 
on the whole of your income? 

Mr. HuNEAULT: Under the Canada Pension Plan, as I understand it, Mr. 
Knowles, we would be paying 1 per cent on the maximum of $5,000. 

Mr. KNOWLES: 1.8 per cent above $600. 

Mr. HUNEAULT: Yes, 1.8 per cent above $600. 

Mr. KNOWLES: So it would not bring your effective rate from 53 per cent 

to 7.3, or from 6 per cent up to 7.8 per cent, but to something less than that? 

Mr. HUNEAULT: Yes. 

Mr. KNOWLES: But whatever it is, the employees for whom you speak are 

prepared to pay the extra in order to get the extra pension? 


Mr. HUNEAULT: Yes, that is a correct statement. 


Mr. LEBoE: A good many of the railway employees I am acquainted with, 
that are new on the job, feel even the 534 per cent and the 6 per cent is quite 
aheavy drag. Have you anything in your experience that would bear that out? 
This is what they tell me, and I have travelled many miles up in my country 
an a caboose or on the engines. I am talking particularly of the running trades. 


Mr. HuNEAULT: Mr. Leboe, as far as I am concerned, I have heard no 
complaints, and I am sure my two confréres here would state similarly. You 
_have had no complaints about the 53 per cent on Canadian National or the 6 
' per cent on Canadian Pacific? 
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premier and Mr. Gunderson are managing the pension plan. 
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Mr. Cone One thing would ai that out, is that prior fo) 1937. we | did 
not have the plan, and then for those entering the service after 1937 it was 
a condition of employment. Then, from time to time we had various numbers 
of requests from those individuals who did not see fit to sign up in the plan, 
and they continually kept making this request. In 1949 they did open the plan 
up again, and quite a number of employees did come in under the plan again. 
We are still having that same request being made. So to say, then, Mr. Leboe, 


that anybody bears out the fact of your statement, they must be way in the 
minority. 


Mr. BasrorD: The problem is Mr. Leboe travels on the provincially owned 
P.G.E. 


Mr. LEBor: No, it is the Canadian National I travel on. | 4 


Mr. Basrorp: The employees there are very concerned about the way the 


Mr. LEBorE: Let us keep politics out of this. I travel on Canadian National, ‘ 
and I think the witness is for it. It has been a personal experience of mine 
that while they feel they are paying enough they wouldn’t want it to go any a 
higher. This is with the younger people. I notice from your statement, after a 
few years when they get a few years on the railway and they get their house 
half paid for, their car paid for and other things, I think they change their 
minds a bit. 


Mr. Raymonp: I think I would be very well qualified, with Mr. ries 
to truthfully answer your question, because I suspect you have been faye 
on the C.N. caboose. 


Mr. LEBOoE: That is right, and the engine. .: 

Mr. RAYMOND: By virtue of my position I am in receipt of correspondence 
from all affiliated unions, in fact all unions, operating and non- operating, — 
working on the Canadian National. The statement you made is true, but it 
has to be qualified. The Canadian National employees, from the file at my 
disposal, are paying too much at present, the 54 per cent, if you consider the © 
benefits available to them under the present pie This is their position. Thal 
feel this, and we have a whole lot of resolutions pending. It has been subnan 
to our association by those organizations to the effect the present rate of 14 
per cent for the first 30 years and 14 per cent for the subsequent years should 
be increased to a flat 14 per cent far all years, and, if possible, at 2 per cent 
per year. If you take it in this context, yes, the Canadian National employees are 
not satisfied, and they feel they are paying too much at the present rate, 
because they feel they should have more benefits for the percentage of wages 
they pay towards their pension plan. Is that clear? 


Mr. LEsBor: Yes, thank you. 


Mr. KNowLEs: I take it we have at least got the other point clear, and that 
is that the employees do want the Canada Pension Plan added to what they are 
now obtaining for themselves by way of pension. Perhaps you have said i 
already, but I think it would be useful for me to put this question to you: Do 
you ask that the Canada Pension Plan legislation absolutely prohibit railway 
employers from cutting back their own pension plans when the Canada Pension 
Plan comes into effect, or are you asking that the legislation require | that 
there be consultation between employers and employees on this point? 


Mr. CuLarkK: I believe that the statement that I did make was to the effect 
that any changes that would be made subsequent to the Canada Pension Pla 
coming into effect would be a matter of consultation between the unions aul 
the railways. That is the statement that I made. ; 
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that I understood the superannuation of the civil service group was being © 
worked out, and I said we had no objection to any other private pension plan 
‘coming under federal jurisdiction to be integrated if they so desired. What the 
‘railways are actually asking, though, is that if there is going to be integration 
we should be consulted first on it. There should be mutual agreement on it. 


_ Mr. Knowtes: Despite the fact that you have been effective in collective 
bargaining, this is an area where you would like to have it, that is, bargaining 
on the Canada Pension Plan. There is a great temptation to ask questions con- 
cerning the depression of a great number of years ago, 1910 or 1920, about 
pensions that were designed because of strikes and so on, but I think we might 
have an interesting visit with John Munro some day and tell him about this and 


tions about that, but will confine myself to this question. Are all the employees 
of the two railways—and I ask it first of Mr. Clark and then Mr. Raymond—now | 
in the pension plans? Are people who are now in the railways included in the 
companies’ pension plans? . 

Mr. CLARK: No, we have a number on the Canadian Pacific who are still 


not. 
| Mr. KNOWLES: Tell us how many, and relate that to the total. 
Mr. CLARK: I’]1l just have to look up those figures. 


5: Mr. Raymonpb: While Mr. Clark is looking for his fact, I can give you the 
Canadian National figures. Generally speaking, pensions which we have cover 
approximately 90,000-odd employees in the Canadian National—somewhere 
| over 90,000. Over 65,000 of these employees are covered by what we call the 1959 
‘plan. There are about 6,300 employees who are covered under the old 1935 
/plan, that is, those that have guaranteed equities, and then there are about 
| 1,000 of them who are under the old I.C.R. plan in the east, and then there are 
"approximately at least 18,000 employees who are under the old 1935 plan but 
‘who were non-contributors and therefore are only allowed a basic pension of 
$25 a month now. So the question you are asking me, Mr. Knowles, is answered 
_this way: You can see very accurately that there are over 65,000—between 
, 65,100 and 65,200 employees—who are contributors to the 1959 plan, and there 
“are about 6,200 or 6,300 employees contributing to the old 1935 plan, that is 
‘the guaranteed equity, and there are about 700 employees under the old I.C.R. 
plan, and there are over 18,000 employees whom we term non-contributors of 
the 1935 plan which allows them a basic pension of $25 a month. This pension 
| dies when the pensioner dies. 

Mr. MonteEITH: Was this their choice? 


a Mr. RaymMonpb: Yes, for various reasons they had determined, deemed it 
“necessary not to contribute because at the time these Canadian National 
employees, specified within this 18,000, were required to commit themselves 
to pay back their deficiencies, which amounted to several thousands of dollars 
}in several cases. In most cases it was at least $3,000, and most of them, I 
| Would say, were part of those 1918 or 1922 men, or 1930 employees who were 
Jaid off through the depression time. 

Mr. Cuarxk: In October of 1964 we were trying to see what the effect of 
the question that you have just raised might be on some of the individuals 
and the number of employees not eligible and presently in service, and I 
took it from only the age of 50, but I took the male and female, and from 50 


how much this question means to people now. However, I will not ask any ques- __ 
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Now, I have them year by year, but I just gave you the totals there. 


Mr. KNOWLES: In other words, the total picture we are getting from rep- 
resentatives of both railways suggests that the common notion that people 
have that rail workers are sort of the elite in terms of pensions is a notio 
which needs to be modified. 

There is room for improving your pension scheme and this is one of th 
reasons you are so keen to have the Canada Pension Plan in addition. 


Mr. CLARK: Yes, there is also another reason too. Some three or fou 
years ago we were then seeking improvements on the Canadian Pacific plan, 
and the wind, if I might say it, came along and there was this possibility of 
a Canada pension, and up until that time there was the possibility of us 
receiving some of the benefits for which we asked, and one was, namely, an 
increase from 14 to 14 per cent. Since the wind of the Canada pension plan 
came in they don’t want to make the move now until they find out exactly 
what the cost is going to be of the Canada Pension Plan. If they are going 
to integrate them, then from where I am sitting at least it would be tantamount 
to our paying the railway portion, or at least the greater portion of it by 
integration. " 

If we don’t get the benefits because they have that added burden of the 
Canada pension, then we are not going to get the benefits in there. 


i 
Mr. KNOWLEs: I gather you would like to get this question settled as soon 
as you can. 3 


Mr. CuarK: I certainly would. : 


Mr. KNOWLES: So you would know where you are. I have just one question. 
Mr. Huneault, I have seen you around a number of the sessions of this com-— 
mittee and I noticed you were here this morning when representatives of 
retired civil servants pledged the case of former civil servants already retired. 

Would there be something parallel to this on the part of railway workers? 
Would they find themselves spoken for by these civil servant representatives? 

Mr. HUNEAULT: I was quite impressed by the evidence given by the wit- 
nesses this morning, and I was also impressed by the fact of the members. 
of the committee in the manner in which they were received. I do say that 
they were speaking not only on behalf of their own organization; they were 
speaking for Canadians as a whole, which includes the railway people. 4 


Mr. RaymonpD: Could I add one comment following the question of Mr, 
Knowles? . 


I would like to direct your attention, Mr. Knowles, and the committee’s, 
to the Canadian National—and I think it is the same thing for the C.P.R., andy 
Mr. Clark can vouch for that—that one of the main things that we must not lose 
sight of is this: Canadian National employees contributing to any given plan 
cannot under the requirements of the rules withdraw their contributions now. 
It is on a compulsory basis to all contributors. At the time these people chose % 
say those 65,00 employees to whom I have referred before—at the tin 
these people committed themselves to specific regulations based on certain 
benefits and the hope to further improve those benefits. Now, with the introduc- — 
tion of a Canada Pension Plan, if those benefits are going to be reduced as 
compared to what will be available to the general Canadian citizen, then we 
say that the compulsory part of our pension plan should be cancelled. Do you | 
follow what I mean? 


f 
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is certainly a drawback. Employers are faced with this, if the railways are 
going to take the unilateral position that the plans will be consolidated or 
integrated. 

You must realize yourself when you have contributed to these plans for 
several years that you have quite a lot of money invested in them, based on 
specific benefits you were promised because, and that in effect it is a contract, 
but then you find in the course of the life of the contract the conditions are 
changed and you have nothing to say about it. If you compare the present 
benefits that are available to the Canadian National employees versus the 
benefits that will be available to the Canadian citizens under this act, you will 
find that the Canadian National employees will be actually deprived of certain 
benefits and certain rights which are allowed to other Canadians. This is men- 
tioned in Articles 15 and 16 on pages 4 and 5 of our brief. 

Mr: KNOWLES: Thank you very much. 

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Monteith? 


? Mr. MONTEITH: I think my questions have been answered, Madam 
Chairman. 


The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Gray? 


Mr. Gray: Madam Chairman, Mr. Knowles covered part of the area about 
which I wanted to ask questions, namely, that with respect to the number 
of employees who were not covered at all by the plans on the railways or who 
do not have these benefits. I just wanted to remark that it is very interesting to 
hear that with respect to the railway industry in Canada, which has been a 
pioneer in the field of private pensions, there are so many people at this date who 
do not have a pension at all, or who have only very modest benefits under orig- 
‘Inal plans. This is an interesting reply to other witnesses who have come 
before us and endeavoured to indicate that industry will be providing private 
plans with relative swiftness, thus lessening the need for the Canada Pension 
Plan. I do not know whether the witnesses would care to comment on that at 
fall. 
; Mr. CLARK: If an employee on the Canadian Pacific cannot enter the plan 
if when he enters the service he is above the age of 40—that is, if he has 
‘passed his 40th birthday when he enters the service—then there is no op- 
‘portunity for him to get into a plan at all. 


Mr. Gray: And pension plans first came into existence on the Canadian 
‘Pacific in what year? 


Mr. CLARK: Well, they did start a plan in 1902 on the Canaan Pacific, 
but it was a non-contributory plan. On January 1 of 1937 a contributory plan 
was started. The employees then had the chance, regardless of their age, to 
enter the plan. 


Mr. Gray: The point I am trying to make is that this is not very encourag- 
ing when we are told that private industry will take care of this problem 
with great swiftness, and that we do not have to act. 


The CHAIRMAN (Hon. Mrs. Fergusson): Is that all, Mr. Gray? 
Mr. Gray: Yes, thank you very much. 
The CHAIRMAN (Hon. Mrs. Fergusson): Mrs. Rideout? 


Mrs. RipEouT: Madam Chairman, I feel very much at home here today 
With the gentlemen from the railway brotherhoods. Moncton is in my constitu- 
ency, and it is known as a railway town. Also, the new C.N.R. hump yard is 
there. I might also mention that I started my career in life working for the 
railway, and I want to compliment you gentlemen on your brief, and to say 
that I sympathize with your problems. I know that there are problems with 
the different pension schemes in the railways, and I shall take advantage of 


6 oy Fe") AZ, Sa’ ¥ TELA A ay wg We Pak! be ny Pigs 
ay ¥, hu SACI ay : “ay ‘3 wis me ie) healt ee a came hi she Noes 


1484 mr JOINT COMMITTEE ie 


it in order to be the recipient of the full benefits of the plan. If they do not 


take advantage of the opportunity of joining the new plan simply because they 


and all other aspects, came to the conclusion that they would be better off as 


5 “Fg 


this opportunity to ask youa Aes. ey is asked of me Waeneran I am | at 
home in my riding. I might add that it refers in many cases to widows. ly 
husband was an employee of the railway. He was under the new pension i 
so I am also a pensioner. 


This is the question I should like to ask you. In the oid Provident Fund, as 
you explained it today, the employee contributes so much and the employer 
matches his contribution, but when he dies his widow receives no benefit. § 1e 
does not receive a pension. Am I correct in that? A 


Mr. RaymMonD: To my knowledge, under the old plan—I am not talking 
about the 1935 plan. The old Provident Plan, to my knowledge, provided that 
the pension dies with the employee or the pensioner. 


Mrs. RIpEouT: Yes, and also these employees are not permitted to join: 
the new railway pension plan. There are only certain times at which they 
are allowed to join—certain periods. e 


Mr. Raymonp: That is right. q 


Mrs. RipEouT: And at that time they have to make a substantial cash i, 
payment to the railway; is that correct? q 


Mr. RAyMonD: There were two occasions when the employees governed | 
by the previous pension plans were given the opportunity to join the recent 
plan. First of all, in 1954 there was a big campaign made as a result of the 
introduction of the first revised pension plan in 1952. The campaign was he L 
in 1954 and all non-contributors were approached. 


Again, the same opportunity was given to all employees when the plan was 
further revised in 1959. The plan was revised in 1959, but the canvas actually 
took place in 1958. : 


It is a rule of practice that any employee who was not on the payroll as 
at December 31, 1958, and who is recalled back into the Canadian Nationa i. 
service, will be given the opportunity of making up his mind or coming to a 
decision, On coming to that decision to now become subject to the new vial : 
they do not necessarily have to pay whatever deficiency they may owe to the 
railways. They only acknowledge the commitment that they will have to pay 


pay this deficiency then this is taken away from the total benefits, and there is 
a special formula that is used for the breaking down of the amount of mone y 
that will now be paid to the pensioner or to his estate depending on the cost 
based on the actual deficiency or lack of contribution. oe 


Mrs. RipEOUT: But there have been some employees who were not able to 


could not find the money that was needed. There were some employees who 
were not able to join the new plan for that reason? ¥ 


Mr. Raymonp: Yes. I replied to this partially before, and I should like ‘oe 
further enlarge on that. In addition to the vast sum of money that these people 
would have actually committeed themselves to pay in order to be the recipient 
of full benefits, you must also consider those employees who are veterans— ; 
those who have served in the armed forces and who are by virtue of that 
service in the armed forces subject to certain benefits under Governmer nt 
regulation. If you tie up everything together I presume there is a vast majori y 
of these 18,000 non-contributors who, considering the commitment they would 
have to fa in order to be the recipient of the full benefits of the 1959 plan n 


a non-contributor under the 1935 plan receiving a pension of $25 as long as 
the Canadian National will continue to pay it, and also being the recipient 
of whatever benefits are allowable to them under any regulation or legislation 
passed by the Government. FE 
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Mrs. RmDEouT: I feel—and I wonder whet your feeling is—that these people 
il Pee weeny welcome the Oe te to have the Canada Pension Plan 


Mr. RAYMOND: I spoke to many of them, and as far as they are concerned 
they told me bluntly: “Mr. Raymond, we do not wish to participate under 
the 1959 plan, and we are looking forward to the implementation of this bill 
-136 because we will then be the recipients of something that we feel will 
allow us to go on pension with a certain amount of dignity”. 
4 To further compound the problems, in order to facilitate the task of 
reaching a decision under the proposed legislation—if you will allow me, Madam 
Chairman—an employee who would earn an average adjusted monthly wage of 
$300 under the proposed legislation will be entitled to receive a pension of 
$75 a month. Under the Canadian National 1959 plan an employee earning an 
average of $300 a month, in order to qualify for a pension of $75 must have 
at least 20 year’s service, and he must pay 54 per cent of his wages. Under the 
federal proposal the employee will be required to work for only ten years, and 
to pay 1.8 per cent of his wages in order to receive a pension of the same 


amount. The non-contributors, as far as we are concerned, are better off with — 


the proposed legislation, being part of the 1959 plan. If this 1959 plan is further 
reduced by the integration of the plan, then we say it is a further injustice 
towards those contributors. 


Mrs. RipEouT: As you know, I am sure, you have many people writing 
to you as they write to me; and I think the answer is in our pension plan some 
allowance for widows, which was not under cover. So really you are going 
to solve one problem. You may be taking out many, many more but at least 
one will be solved. 


Mr. RAYMOND: We have to look after the widows and the estate. 


Mr. BasrorD: My older brother is employed in the C.N. pump yard in 
Winnipeg and I would like to pay a special welcome to the Railway Brother- 
hood, from the committee. I would like to highlight the preliminary submis- 
sion. A letter from the C.N.R. was read out, a letter to the C.N. contributors, 
‘which had four points in it. I wonder which of those points you disagree with, 
as to the way the C.N. handled their plan? 


fy Mr. RAYMOND: What we are objecting to is basically contained under two 


and three of that circular letter that the railways sent out, and if you care, I 
will read it. It says: 


4 


1. C. N. pension plans will not be replaced by the Canada Pension 
Plan. 


We know that the railways have definitely stated they have no intention to 


scrap the plan as a whole, so this is not in question at the present time. They 


a 


2. Any co-ordination between the Canada Pension Plan and the 
C.N.R. pension plan will relate only to contributions and earnings in 
respect to earnings and service after the Canada Pension Plan comes 
into force. 


OU will see now where they are planning to do something. They say: 


oe 


ar 


= 
= 


It will not affect pension benefits which would have accrued to 
employees under the C.N. pension plan up to that time. 


le say that, on the implementation of this Canada Pension Plan across the 
untry, we should obtain what we are paying under our present pension plan, 
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and whatever is required under the law our employees would pay it in order 
to be recipients of that extra benefit. They say: 


3. The combined benefits which the employee will receive under tha 
C.N. and the Canada Pension Plan will be at least as much as are at 
present provided under the C.N.R. pension plan. 


We object to this, because we feel that the Canadian National, instead of 
paying to the Government the same as any other employee will be required 
to pay, 1.8 of the equivalent wages of their employees, towards the Canada 
Pension Plan, the C.N.R. will recoup some of the investment or the obligations 
that they are now facing towards the employees who are not subject to the 
compulsory clauses of 1959. 

Eventually, if we project ourselves on a period of time of possibly 50 to 100 
years, the railways will not be paying anything towards the plan, because the 
C.P.P. will eventually be increased, with the projected improvement of a 
plan and whatever is projected by the actuaries. We feel—in the Canadia 
National, and possibly the Canadian Pacific have the same opinion—that, 
the far analysis, the employees will be paying the entire shot, while the 
railways will be recouping their obligation to their own private plan by y 
paying it to the federal Government. 

Mr. BasrorD: Was that letter dated February of last year? 


Mr. RaymonD: There is no date on this, but to my knowledge it was sent 
out early last year. 

Mr. BASFORD: Has there been no further communication? 3 

Mr. RaymMonp: I say this because, to my knowledge, resulting from the 
issuance of this bulletin, several of the organizations have taken the trouble 
to write to the Canadian National, supplying copies to me, and also have 
written to me objecting to this. At one of our annual meetings last year this 
matter came up for discussion, because it had been distributed to the em- 
ployees. So I would say it is Shortly after January of last year. 

Mr. BasrorD: Do I understand your position clearly then? I take it you 
have studied the evidence of the committee, when it was outlined as to the 
system of integration which was going to apply to the Civil Service Super- 
annuation Act? BY 

Mr. HUNEAULT: We have studied it, yes, to some extent. i 

Mr. BASForD: I understand you do not want to follow that same proced re | 
in the case of C.N. pensions? 

Mr. HUNEAULT: That is correct. 

Mr. BasrorD: This is because you feel your existing pension plans a 
not quite adequate. 

Mr. HUNEAULT: That is a correct statement. ; 

Mr. BASForD: With the addition of the Canada Pension Plan, which yo 1 
approve entirely, it would be more adequate? : 

Mr. HUNEAULT: It would increase the benefits to the pensioners. , 

Mr. RaymMonpD: This circular letter apparently came out of sequence to 
March 17, because it is mentioned in it that legislation introducing the Canada 
Pension Plan was introduced in Parliament on March 17. So this came sub- 
sequent to that date. 

Mr. BAsrorpD: There is no circular relevant to this Bill C-136? 

Mr. HUNEAULT: In addition to this? 

Mr. BASForD: Bill C-75? 


’ 
Mr. HUNEAULT: There have been no recent circulars that we know of. 
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Mr. Raymonp: May I point out, though, that this matter was brought 
to the attention of the Canadian National, and I presume also to the attention 
of the C.P.R. As I stated, we have a number of resolutions that we would 
like to present to the railways. At the time this came off, we were in the midst 
of preparing a brief containing recommendations to be presented to the Board 
of Pensions. Because of this, it was deemed necessary to delay the presentation 
of our brief, because we did not know the full contents of the proposed legis- 
lation. This policy has also been followed by our railway, to wait until the 
full thing has been agreed to by the Government and then sit down. They 
have always said that they wished to do a certain amount of integration. 


Mr. Basrorp: As I understand your brief, you are not entirely opposed to 
| integration, if it is done on a bilateral basis, that is, done with your agreement? 


Mr. RAYMOND: Yes. Then we have a chance to express the views of our 
employees with those who studied the case and so on. We have to take this 
responsibility. We are agreeing to meet that responsibility, but we want to be 
given a chance, at least, to sit across the table with the railways and discuss 
these things and come to some conclusion that we feel will adequately repre- 
sent the interest of the people concerned. We do not have this, technically 
‘speaking, we may present our brief but the board of directors can block it. 


(Translation) 


Mr. COTE (Longueuil): I think I can tell by your accent, Mr. Raymond, 
that you are French-speaking and I presume also that you are from the Prov- 
ince of Quebec. First of all I would like to congratulate you on the ease with 
which you express yourself in the language of Shakespeare and also on your 
'wide knowledge of pension plans. Do Canadian-National employees who live 
and work in the Province of Quebec entertain any fears or apprehensions as a 
result of the fact that Quebec is setting up its own system just like Canada? 


| Mr. RAymonpD: If such fears exist, they have never been brought to my 
notice. 


Mr. COTE (Longueuil): Are your employees aware that the Province of 
Quebec’s pension plan allows for transfer to all the other provinces of the 
‘country? 

Mr. Raymonp: I fully believe that most Canadian-National employees— 
and I can refer only to Canadian-National—follow events very closely and 
‘should know that the government of the Province of Quebec intends to adopt 
|/the necessary measures to make pension plan benefits portable. 

Mr. COTE (Longueuil): Do you, personally, as an expert in pension plans, 
|/see any disadvantages in the fact that Quebec is setting up its own plan? 

i Mr. Raymonp: No, none. 

Mr. CétTE (Longueuil): Do you see any advantage in Quebec’s having its 
|own plan? 

Mr. Raymonpb: The Province of Quebec itself? I don’t know. I am not in 
| politics. 

| Mr. CéTE (Longueuil): May I add one little comment, Mr. Raymond? I 
| believe the very large number of railway employees in the Province of Quebec 
thas had some effect on negotiations between the Province of Quebec and the 
| federal government so far as the implementation of identical plans by the 
|federal government and the Province of Quebec is concerned. I also believe 
|that this factor may be a guarantee for the future, in the event of certain 
changes in the pension plans. The same changes will be effected by the Province 
of Quebec and by the federal government. 

) Mr. FRANCIS: This is a matter of federal jurisdiction. 
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Mr. Raymonp: I shall . answer jane in ‘To. the! best of my imowleds 
Bie Canadian-National or Canadian-Pacific employees have at their aespaeel a Pp 
_ sion fund while most of the other industries do not have one and that has 
certainly had some bearing on the decision taken by the government of Quebe 
in meeting its obligations toward the rete But it is not up to me to sa 
je. more than that. " 


BA, Fike VME KODE (Longueuil) : But I, myself, believe that the fact that there are 
ye many railway employees in the Pravin. of Quebec has had some influence— 4 


Be By Mr. RaAyMonpD: Definitely. 
hi Bah Mr.. COTE (Longueuil): Are you yourself, as well as your association, | me 
favour of the provision in Bill C-136 which ties benefits to the cost of livin | 


Ne index in such a way that benefits will increase if the cost of living goes up? 
ata: Mr. RAYMOND: We are in favour of this principle. 


(Text) 


Mr. HUNEAULT: I will tell you why I said that. At one convention, when a 
a, I used the English term, someone said, “Since when, Paul, have you changed d 
ok sour ethnic: group?” 
y Mr. Lioyp: Madam Chairman, the Canadian Pacific Railway and the 
ie Canadian National Railways, I take it, provide pension funds for their em- 
ployees on roughly a comparable haere or are they of a differing natures ‘S 
1) I gather they are unit systems and that Hie benefits are based on the best fiv o 
“te consecutive years or the last 60 months, as the case may be. a 
. Mr. CuarK: In the Canadian Pacific you have the choice of the best Av 
--—s- years or any calendar five years that you care to mention, but in no case would ip 
they be less than the last five years. 


at) ‘4 i 
| Mr. Lioyp: And the percentage of contributions are the same? — 
bb tk | 
f Mr. CLARK: Well, half a per cent difference. ald 
Mr. Luoyp: And in both cases, that is, the CPR, and the CNR, there ar 


no bargaining rights with respect to pensions? 
Mr. HUNEAULT: None whatsoever. 


Mr. LLoyp: It appears to me that the system which you both have is nee m 
as the unit pension plan. In other words, your moneys and those of the rail- 
Ways are not put into a trust fund and attached to it. It is a little difterent 
from that. I think you go on the basis of the guarantee that if you achieve 
certain factors, qualifications, then you are entitled to certain benefits, and 
at the one case the company is pesponsible for the liability of a private plan, id 
in the other case, the government is responsible; but generally speaking both’ 
the CPR and the CNR tend to keep the pension benefits, because it has to de 
with compensation pretty well on the same level. Now, rf this is so, I peliews ve 
a you quoted, Mr. Raymond, from a pamphlet of the CNR earlier in your 
--~-evidence, and did you give some illustrations to Mr. Prittie, I believe it wa 
_. of benefits being derived under certain conditions? Were you quoting from 
this particular pamphlet when you gave those illustrations, or were you quoting 
>from something else? 


my, Mr. RAYMOND: You mean the percentage credited to so many years 


and it shows, for example, employee retirement at December 31, 1958, in this 
particular illustration. At age 65, with 35 years service, six months allowable 
service, and for a rate of $350 a month, which would be the last 60 month hs 
average earnings, it turns out he retires on a pension of 40 per cent One ha 
amount. a 


a service? - 
ph Mr. Luoyp: Yes. You took an example here in the supplement to your 
5 ‘ Canadian National Railway Pension Plan Rules, effective January lst, 1959, 
Ri. 
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‘s Naa you give another illustration where at age a 40 years of allowable 


rs, or last 60 months, 


fl h, Mr. Raymonp: I did not quote those figures. So apparently we are not 
ising the same document. 
Mr. LiLoyp: Well, I got this from one of your members. Are these Pani | 


th e railway service today, other than the ones we are sixties 
Mr. Monvtertu: I think Mr. Raymond did give those figures. 


Mr. Raymonp: I have used this information from a circular letter dated 
April 16, 1962, from the Honourable Mr. Gordon, Minister of Finance, as a result 
of an amendment of our rule 7 which deleted or cancelled the previous per- 
centage rates applicable to the first 20 years, and then 14 per cent for the 
next 10, and so on. As of April 1, 1962 these percentages have been amended, 
and now instead of having 1 per cent for the first 20 years and 134 for the next 
10 years, and 134 per cent for each year after 30 years, this amendment is 
calling for 14 per cent for each of the first 30 years of service, and of course 
ithe 14 per cent subsequent to the 30 years remains as is. As a result of this | 
‘amendment I have quoted, surprisingly it works out under the old percentage, 
and the new percentage has an exact difference of 5 per cent, irrespective of 
jwhether you have 20 years or 45 years of service—when you go out on pension 
‘you only have 5 per cent. You would believe that by going on pension with the 
inew percentage rate with 45 years service your percentage of pension would be 
lincreased proportionately as compared to an employee of 20 years; but I have > 
the figures here, 45 years allowable service, allowable under the old rule at 
155 per cent, now 60 per cent; and everyone of them is exactly 5 per cent less 
—5 per cent difference. This has been the cause of a great many complaints. 


i Mr. Luoyp: As a result of the latest method, the percentage of allowable 
‘service, the percentage of benefits based on five years, average monthly income, 
lo you tell me that in effect you get a reduction of the percentage? 


Mr. Raymonp: No, we have an increase of 5 per cent, but this 5 per cent 


_ Mr. Luioyp: Well, in your final conclusions you favour tacking on to the 
\Canada Pension Plan your present benefits, and this presupposes that you assume 


adequate to enjoy retirmement in dignity—those were the words you used. Do 
‘you have any figures to back up this conclusion or any statement other than 
vhat you have already supplied to the committee? Would you are to enlarge 
on it? 

iz Mr. Raymonp: As I have said before, when our employees committed 
themselves to pay towards this pension plan they did it on certain basic 
fundamental benefits that we specified, and they were therefore agreeable to 
ake this obligation. 

_ Now, if these benefits are going to be reduced because of the introduction of 
ris federal plan, we say that the contract that has been signed between the 
Mp loyer and employee should be revised. At the present time there is no indi- 
ation whatsoever that the employees will be allowed that preference. As I 
ted in the course of my statement before, at the present time, because of 
‘lack of possibility, if an employee now wished to withdraw his investment 
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in the Canadian National pension plan because of the introduction of this, he 
must resign from the railways. 


To give you a rough estimate—and this comprised supervisors, some of 
whom are in very high rated wage brackets, and of course, the lowest one, 
under the 1959 plan, in 1963—the exact figure as of today, I do not have it— 
the average pension of those under the 1959 plan would amount to $130. 20. 
The contributors to the 1935 plan, which is the guaranteed equity, rate an 
average of $45 a month. With regard to the 1935 plan, of course, non-contribu- 
tors, because of a certain clause applicable to employees in pervice prior to 
January ist, 1935 which allows them a certain amount of money in excess of 
a basic $25, amounts to $30.16 per month. You can see that even at $130.20, on 
an average for the 1959 pension plan contributors who must pay 54 per cent, 
when you actually break it down to an average it comes to $130 a month, as” 
compared to what the federal Government wished to introduce. There is a vast 
difference. 


Mr. Luoypb: This is the figure I wanted’to get at. We had extreme difficulty 
in this committee in obtaining from other witnesses some idea of the relate 
ship of benefits, on the average, to levels of earnings at retirement. One actuary 
estimated overall between 30 to 40 per cent. Your average figures would indi- 
cate his judgment is certainly a valid one. 


This is, I suppose on a superficial examination, why you want to deck on 
the Canada Pension Plan to your existing pensions, until and unless you can 
be shown otherwise there is some justification not to. 


Mr. RAYMOND: For the purposes of the record, in order that there is no 
misconstruing or attempt to deny those figures, Ait figures are quoted from 
the annual report of the Pension Board for 1963, so it is an accurate report. _ 


Mr. LLoyp: Then these figures were available. I am glad we have them on 
the record now. 


Mr. RAYMOND: This average of $130.20, Madam Chairman, on the 19508 
plan is applicable to the total of 13,265 employees. ‘fy 


Mr. KNOWLES: I wonder if we could ask the witness to file a copy of this 
report? I am not asking that it be put in the record; it is too voluminous form 
that; but I am asking that it be filed for the use of the committee. I think ite 
would be a useful document. If the witness does not have it with him, he could — 
send it in. 


Mr. Luoyp: I was going to ask the same thing with regard to these figures, 
but the figures you have are probably different. 
Mr. RAYyMonpD: For the sake of the record, I would like to quote the figures 
~I mentioned were for 1959, under the old plan! Under the revised plan instead 
of $130.20 it is $150.78; and instead of $45 contributed for 1939 it is $46. oi 
while the 1935 non- -contributors have been reduced from $30.16 to $29.18. 


Mr. Luoyp: I am sure you want to be completely fair about it. Do you have : 
the average wages at retirement per month related to these figures—is it in the 
$300, $400 range? You have the average benefits, but you do not have the 
average wages at retirement applicable to these cases? ary 


Mr. Raymonp: No. 
Mr. Luoyp: Would it be too difficult a job to get that information? BE, 


Mr. RAYMOND: Yes, it would be most difficult. Madam Chairman, for the | 
information of Mrs. Rideout, the benefits to the widows and other dependents” 
under the 1963 report are these: Under the 1959 plan there are 5,097 widows R 
or dependents, and they have an average of $64 a month. Under ine 1935 plal 1 
contributors, the widows and the other beneficiaries, the estate, have $43. 20, 
and the non-contributors, because they have service prior to 1935, have an 


wh 
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"average of $18.31 a month. There are 549 such persons who were contributors 

| under the 1935 plan, and 512 persons known as non-contributors under the 
1935 plan. 

| You do not have to go too far to compare the benefits available under 

this proposed legislation. 7 

Mr. Luoyp: Pursuing this same line with the gentleman speaking on 
behalf of the C.P.R. employees, I believe— 


The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Clark. 


| Mr. Lioyp: Yes, Mr. Clark: Have you any figures that would still further 
| enlighten us on this? 


Mr. CLARK: The only figures I could give you would be the averages we 
have from year to year. I could give you the one that was released on March 
; 3rd, 1964. The average age of employee that went on retirement was 53- 
8/12ths. The period of service, on the average overall, was 37-11/ i2ths. The 
| average monthly earnings for these individuals was $426.52. 


Mr. Luoyp: That is on retirement? 


f Mr. CLARK: Yes, that is right. The average pension was $194.41, and sce 
| could give you the survivor in there, if you like. 


Mr. Luoyp: Yes, I would like that. 


Mr. CLARK: While I am on that $194.41, the reason it is possibly a little | 
| higher than what Mr. Raymond quoted is that those individuals who did not 
see fit to join the plan prior to 1937 are not calculated, so it does not reduce 
| this here. They get a pension that is solely contributed by the Canadian 
| Pacific Railway and has no effect in these statistics. 

| The survivor, the average age of the survivor was 62-10/12ths, and the 
| average survivor allowance paid was $74.18. 


Mr. Luoyp: I made a quick calculation this is an average which approx- 
| imates to 45 to 46 per cent, that average. 


Mr. KNOWLES: Yes. 

Mr. CLARK: I would say that. 

Mr. Luoyp: It is an average, so there would be many below that figure? 
Mr. CLARK: Yes. 


Mr. Luoyp: And I suppose an equating number above. This is really what 
| draws attention to the urgency of holding to your argument you want the 
Canada Pension Plan decked on; or if they do anything you want to know 
| all the details because of this average position of pensions in relation to 
' earnings. 

Finally, Mr. Raymond, on the subject of the province’s pension benefits 
acts that are being talked about, under these acts it is proposed to ensure 
| liquidity—“‘solvency” is the term used—to try gradually to reduce the periods 
of vesting and the like. In your studies of this, have you concluded that 
| with the advent of this legislation there might be some upward trend for the 
costs of private pension plans in the future if you introduced all these 
| measures, or have you considered that aspect of the matter? 


Mr. RAYMOND: We are studying the matter at the present time, and we 
have not, as yet, reached a conclusion because we do not know what the 
future will hold. But we feel that based on our present experience with the 
Canadian National it will have the same relative effect, for it will be kept 
| separate and apart if they are allowed to do so, and the pension plans will 
| be subject to whatever considerations they will make. 


Mr. Luoyp: I think what you implied as you went along with the evidence 
that was given here, or at least I get the impression that what you implied 
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ee can comment at this stage. 


requirement on ASN pension plans that the railway pension read 
related to these developments. Ce Prem a. 


Mr. RAYMOND: Yes. 


Mr. Luoyp: This could force either the employer or rather the emp 
to absorb new costs or attempt to pass them on, and he might in some | Ly 
subtract from the present position you now occupy. Is that a fair statement! 

Mr. Raymonp: That is a very fair statement. a 


Mr. KNOWLES: Would both these gentlemen, Mr. Raymond and Mr. Clar rk 
file copies of the documents from which they have been giving these figur 


The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Raymond has already g 
me this document, and I was going to ask if the committee would lik 
have it filed. This is the C.N.R. Pension Board Annual Report for 1963. I 
your wish to have this put on file? 


Mr. KNOWLES: Agreed. 
Mr. MonrEITH: Agreed. 


: ye.) 
The CHatrman (Hon. Mrs. Fergusson): Has Mr. Clark a similar ia 
ment? 


Mr. KNow.es: Has Mr. Clark a similar document or a document giving 
this kind of information? | 


Mr. RAyMonD: We can also supply you with a copy of our pension pla n, 
if you care for it. It is the 1959 pension plan. a 


The CHairman (Hon. Mrs. Fergusson): Would the committee like to 
have a copy of the 1959 pension plan? i 


Mr. KNOWLES: Yes, and the C.P.R. pension plan too. 
Mr. RaymMonp: I will make sure that Mr. Huneault gives this to you. d 
The CHAIRMAN (Hon. Mrs. Fergusson): You said that you wanted 1 : 


well as the report and we also have the report of the C.P.R. for the year 19. 
for their pension trust fund, and the C.P.R. pension plan. Do you wish to have 
all these placed on record with the Clerk of the Committee? ei 
Mr. MoNntTEITH: Yes. _ 
The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much. Mr. Francis? 


Mr. Francis: Madam Chairman, I am going to keep this short in view 
the time. I think the delegation has done a very good job of bringing to 
attention the problem that exists on integration in an area where provin 
jurisdiction does not cover it. They made a point that they are very m 
concerned, and from what they have said this afternoon they have establis 
a very good case for being able to bargain it out, because there are so m 
ramifications to this system that the only logical way would be to allow 
parties to negotiate to their satisfaction and to reach some settlement. 


The federal Government tried to set an example dealing with its own 
employees, as you pointed out, but there is one difference in that we do have 
an advisory committee which advises on administrative problems, and 
this committee the staff associations are represented and there has been al 
effective method of consultation to this device. Quite frankly, I don’t think 
the federal Government could undertake to spell out the difficulties of 


go to say that this should be an area appropriate for bargaining and . 
should be permitted to bargain it and have the opportunity to do so, ant 
seems to me this is about as far I feel, as a member of the conte t 


“CANADA PENSION PLAN i 1493 


Mr. FRANCIS: Ves.’ 


Mr. MontTeEITH: Very briefly, Madam Chairman, I don’t think that it has 
‘seemed particular unpopular to identify oneself with a railway town today and 
_ I would like to mention that the City of Stratford is in my constituency, but 
fe am asking a question as a result of that. I was very well aware of pension 
problems following the bad years of the 1930s and the fact that many em- 
ployees were laid off for periods of time, and while still more or less on call | 
lehey might have other jobs temporarily, but they would be still on call to 
the railroad, but these months were not allowed for pension purposes. Am I 
right, Mr. Raymond, so far? 


Mr. RAYMOND: You are quite correct. 

Mr. MontTEITH: Now, do you know whether some of these inequities still 

exist? 

| 2 Mr. RAymMonp: When you refer to inequities I presume you mean do we 
‘still have employees in the service who were laid off in the 1930s? 

| Mr. MonterTH: And who suffered as a consequence of that. 

| Mr. Raymonp: Who suffered as a consequence of the depression, yes. 

| _-Mr. MonterrH: Pensionwise? 

i Mr. Raymonp: Those people laid off in those years and not as yet pen- 

| sioned off cannot have those years, of course, while they were out of service 
| attributed to their service for pension benefits, because they are not considered 
-as allowable years of service because they have not worked at least a day a 
Month during those months. 

13 Mr. MonteitH: As I seem to recall this was a very serious complaint at 
that time. But this has never been rectified. There has never been any adjust- 

| ment made for these employees who were laid off although still on call to the 
Tailway. 

Mr. Raymonp: To be fair to the Canadian National, after all, you have 

got to get up and meet yourself whenever you shave in the morning. This 
| matter was brought up by our association and we had a discussion about it 
‘with the Canadian National and it was referred back to the general chairman 

| of the association who has not yet deemed it necessary to further process the 
case, because of the various ramifications of the problems. We must acknowledge 

“that a pension plan is based on actual contribution, and this matter is still 

| under the study of the association. 

é ei Mr. MontettH: Thank you very much. If I might just say that I was repre- 

: ‘senting a railroad town, Stratford, I might point out that the steam locomotive 

| shops have disappeared since the time I was there. 

| ‘Mr. Cameron: In view of Mr. Monteith’s remarks, may I be extended the 


vu” 


| privilege of remarking that I also belong to a railway town. 

Mr. Prittre: May I say that I don’t come from a railway constituency. 
The CHAIRMAN (Hon. Mrs. Fergusson): Senator Sydney Smith. 
| Hon. Mr. SmitH (Kamloops): I will be very brief, but I will add that I 
; ‘come from Kamloops, which is also a railway town, where we have both 
Tailways. 
|} Madam Chairman, as a benefit to the record I am wondering if it would not 
oe interesting if the two spokesmen for the two groups could tell us the 
: Beiraber of employees in their groups, whether or not they are within the com- 
‘pany plans. 
* _ The Cuarrman (Hon. Mrs. Fergusson): Are you able to do that, Mr. 
Raymond and Mr. Clark? 
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Mr. CLarK: I would say on the Canadian Pacific that there are aro nd 
54,000 making contributions under the plan. How many that are not, I wou 


not be able to say. e 


Hon. Mr. SmitH (Kamloops): Could you estimate it at all, Mr. Clark? ~ 
Mr. CLARK: I would say that an estimated guess, is that there are probably ly 
between 4,000 and 6,000. 
The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Raymond? ‘ 
Mr. RayMonpD: On the Canadian National, the 1963 financial report shows 
the number under the new method of counting employees to be about 99,000 
employees. ; 
Hon. Mr. SMITH (Kamloops): Altogether? Is that in or out of the clang 
Mr. Raymonp: All employees. Somewhere along the line all employees are 
subject to some pension rules, either in the I.C.R. or in the 1935 plan or in the 
1959 plan. ‘ 
The CHAIRMAN (Hon. Mrs. Fergusson): Are there any other questions? 
Mr. BasrorD: We have had Mr. David Kilgour before us. Mr. Kilgour 
is an opponent of Bill C-136, and I recited a long list of organizations sup- 
porting the passage of this bill. His reply implied that these groups were being 
carried away with headlines, and that they did not really know what they. 
were talking about. 
I notice that you have with you a research assistant, and an assistant to 
the assistant. I assume you are enthusiastically in support of Bill C-136, and 
that your enthusiastic support is based on a careful study of the legislation 
and social implications. # 
Mr. HUNEAULT: Mr. Wells is our research director. 
The CHAIRMAN (Hon. Mrs. Fergusson): Do you wish him to speak? 
Mr. BAsrorD: I want to get on the record that you know what you are 
talking about. . 
Mr. HUNEAULT: I would like to have Mr. Wells reply to that. 


Mr. J. S. WELLS (Research Director, International Railways Unions): Yes, 
I have studied the bill in some detail. I hope I understand a large part of it. 
Mr. Munro: You are certainly more humble than most people who come 
here. a 
Mr. WELLS: In fact, you like the bill so much that you want its benefits 
in addition to what you have. That is the main reason why you have come 
here? a 
Mr. CLARK: Yes, and we are speaking only for the employees we represent 
on the two major railways. a 


The Cuarrman (Hon. Mrs. Fergusson): Are there any other questions? 
If not, Mr. Huneault, Mr. Raymond and Mr. Clark, on behalf of the committees 
I thank you for preparing and presenting this brief. The answers you have 
given to the questions asked by the members of the committee have been both 
interesting and illuminating to us. You have commanded the respect and, ] 
am sure, the sympathy of this committee, and no doubt this will affect the anal ; 
decisions of the committee. 3 

Mr. HuNEAULT: Thank you, Madam Chairman. 

Mrs. RmpEouT: Madam Chairman, may I be permitted to move a vote | 
of thanks to these gentlemen, and to tell them how much we enjoyed reading | 
their brief. As one former railway employee speaking to other railway men, | | 
congratulate you. 
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Mr. FRANCIs: I second the motion. 


| The CHAIRMAN (Hon. Mrs. Fergusson): It is moved by Mrs. Rideout, 
seconded by Mr. Francis, that there be a vote of thanks to the delegation. Will 
-you respond in the usual manner? 


Mr. HUNEAULT: Madam Chairman, we have come here in a very frank 
' and truthful manner to place the problem of the railway employees in connec- 
tion with their private plans and the effects of the Canada Pension Plan before 
| you. We appreciate very much the opportunity of appearing here, and we 
thank you very much. 


| The CHAIRMAN (Mr. Cameron): Before we adjourn, I call the attention of 
| the committee to the fact that our witness tonight is Dr. Clarke. Also, tomorrow 
| at the conclusion of the afternoon’s session, we shall meet in my room where 
) the caterer will serve light refreshments. This invitation is extended to every- 
| body. 


Mr. Munro: Mr. Chairman, the Steering Committee will meet at this 
| time for just a minute or two. 


The CHAIRMAN (Mr. Cameron): Yes, it will be a very short meeting. 


The CHAIRMAN (Hon. Mrs. Fergusson): The clerk has received a letter 
from Mr. Marchand who was to present a brief to us on Wednesday, January 
18, and who was not able to come. He has written a letter expressing his regrets. 
_As it is in French I shall ask the clerk to read it, because I think it should 
_be on the record. 


a te rl ee ee ee - eat 


(Translation) 
CONFEDERATION OF NATIONAL TRADE UNIONS 


Quebec, 18th January 1965. 


Mr. Maxime Guitard, 
Secretary of the Special Joint Committee, 
| Committees and Private Legislation Branch, 
| House of Commons, 


| OTTAWA. 


| Dear sir: 


I deeply regret the incident which took place on the 13th of January last. 
' When you spoke to me on the telephone, as when your secretary spoke to me, 
I was under the impression that we would be able to have our brief ready for 
the 13th of January. The editor’s illness prevented us from carrying out 
this intent. 

| I am somewhat embarrassed by this situation and we would ask you to 
| convey our excuses to the committee. 


Yours truly, 


Jean Marchand, 

President. 

‘| (Text) 

) The CHAIRMAN (Hon. Mrs. Fergusson): The committee will now adjourn to 
| Meet again at 8 o’clock this evening. 
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aT. The CHAIRMAN (Mr. Cameron): Senator Pescott wee ae 

| have a quorum. xs 

Mr. BasrorD: Mr. Chairman, before we commence the evidence, for: th 
information of the committee, and particularly of Mr. Cantelon, who rail 
very properly the question of what the Canada Pension Plan does do to those e 
de with forced retirement at age 60, I would like to ask Mr. Osborne to prepa are 
pa some material, as other members of the committee have done. To preface 
; my remarks, I would like to read into the record a very short letter from the 


pe 


Vancouver Fire Fighters Union. 
Mr. MonteItH: May I inquire what this is all about? 4 
The CHAIRMAN (Mr. Cameron): I gather that Mr. Basford is seeking Sor ne 

information and is going to ask Mr. Osborne to prepare it. 
Mr. Basrorpb: It is a letter addressed to me and I guess this group would 

have come before the committee only they did not want to stand the expen 
of coming from Vancouver. The letter reads: 


Dear Sir: 

Fire Fighters in the province of B.C. number approximately 1300 

and we are all organized and affiliated with the International Association n 

R, of Fire Fighters and the B.C. Provincial Association of Professional 

i Fire Fighters. 4 

All of these members are covered by the B.C. Municipal Sune 
annuation Act. 4 
: It is our expressed opinion that the Canada Pension Plan be co. n- 

be sidered as a supplementary pension to our present plan. We have 

expressed this opinion at a joint meeting of representatives of all B. Gi . 

Municipal Employees, and they unanimously endorsed this opinion. 4 


The CHAIRMAN (Mr. Cameron): Is that a copy of the brief that we he 
received from the Fire Fighters? Nl 
Mr. BasrorD: No, Mr. Chairman, this is a letter. e 

mes The CHAIRMAN (Mr. Cameron): We have a brief from them also. 
eee Mr. BasForpD: This is just a letter and I would like it to be on record. 
a ‘i Mr. MonteItH: The brief would probably be filed anyhow and put on the 
ul record. F 
Mr. BasrorD: I would like you to put the letter on the record pecan 

bt} think these are introductory remarks to what I want to ask Mr. Osborne 10 
Pe prepare. f 
. Mr. MontEItH: I have some letters also which I would like to put on ne 
Mo. record, a. 
Mr. BasrorD: The letter continues: “2 
We I would like also to express our very deep concern with the propo sec 
Se C.P.P. in its attitude and complete discrimination to all of our member 
Se ship who are obliged to retire at the age of 60, thereby not allowing then 
full vesting no matter how many years they may pay into the plan. Some 
means must be found to give full vesting to those people in the country 
who are compelled to retire at age 60. This is the maximum age to whicl 
a fire fighter is allowed to work and even though he may be in the ] pos 
tion of paying into the C.P.P. for periods of 10-20-30 years he still wo ulc 
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be unable to draw maximum benefits owing to the fact that he didn’t work 
between the ages of 60- 65 a eae he is unable to do so according to 
law.. 


I would like this to he part of the record and would like Mr. Osborne to 
prepare a memorandum for members of the committee, to become part of our 
record, to answer questions raised, that Mr. Cantelon has raised very properly 
on behalf of school teachers, many of whom are forced to retire at age 60. I would 
‘like Mr. Osborne to say what are the ramifications and implications of the Canada 
Pension Plan and of the bill, both as far as contributions are concerned and as 
regards those who are forced to retire at age 60. ) 

: The CHAIRMAN (Mr. Cameron): Has the reporter the complete question? 
I understand he has. 


Mr. OszorneE: I have not got the complete scope of the question. There are 
two questions I would like to ask. Is it to be assumed that these people who have 
‘retired at age 60 are not permitted to get other jobs, not permitted to take on 
self-employment until 65? Do we assume they do no more work after age 60? 


Mr. BASForD: It is assumed that according to law they are not prevented — 
from taking jobs. 


a Mr. OsporNE: But in the calculation you want me to make, do you want. 
_me to assume they are performing no more work of any kind after 60? 
Mr. BASFORD: Yes. 


i Mr. OSBORNE: Secondly, how do I regard the 10 per cent drop out which 
‘allows them to drop out the years from 60 to 65. 


Mr. BAsForD: I would like you to regard it either way. 

Mr. MONTEITH: You just think it over. 
hy Mr. Basrorp: I would like you to regard it in either way in which they 
le ould handle the problem open to them. 

Mr. OSBORNE: Could you give me the amount of earnings on which I am to 
calculate these figures? 


Mr. Basrorp: I cannot do so right now. 


Mr. CANTELON: With respect to school teachers, particularly those who take 
Roiversity work, their allowable years of drop out will be used up if their work 
ime during university vacations were held to be earning years. I do not think 
i" [Bhen, they will have much drop out left when they get to 60. Also, I should point 
“out that the majority who reach age 60 have no training in anything else. Besides, 
“many of them are living in small communities, where it is impossible to get any- 
thing else to do. I would hope that the information would be so arranged that 
it would be assumed that these people have used their drop out and have not 
| any work from age 60 onwards—so that we know the worst, in other words. 
ee Mr. Ossorne: I still need to know an earnings figure, in order to calculate 
the benefit, because it is an earnings-related benefit. 
1a _ Mr. Basrorp: No, I do not think you do, Mr. Osborne, to give us the ramifica- 
| tions of the bill. 
_ Mr. Oszorne: It is not a calculation you wish, Mr. Basford? 
Mr. Basrorp: I think members of the committee would want to know in 
general principle. 
Mr. CANTELON: In my case, I would be happy if you put that figure at $5,000, 
Yecause I am sure we could resolve that figure pretty quickly, to resolve iit 
ts have to do. 
The CuHatrmMan (Mr. Cameron): Perhaps we can accept your figure, and Mr. 
| Basford can put in another figure also if he wishes to do so. Is that satisfactory? 
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Mr. BASFoRD: I mean, just the general a) of the bill, but le will 
accept Mr. Cantelon’s suggestion. ™ 
The CHAIRMAN (Mr. Cameron): It is much easier to get the general prin 
ciple if you have something specific. Does everyone agree that we ask Mr, 
Osborne to obtain the information on the basis of the letter? It is agreed. . 
You are all aware that the Premier of Ontario has made an announcement 
in regard to the Canada Pension Plan. I am not stating that what I have in my 
hand is a complete summary of what he said. It is something that I obtained — 
from my wife over the telephone a few minutes ago. | 
Mr. MONTEITH: Then it is reliable information. 


The CHAIRMAN (Mr. Cameron): I think it is pretty reliable. At any rate 

I take this as a conclusion of Premier Robarts’ remarks: 
I have come to the conclusion, when we consider the safeguards 
built into the plan— 


and obviously he is referring to the Canada Pension Plan— i 
that it is the best plan for the people of Ontario. ki 


I feel we are all very pleased with this announcement. I know, speaking form 
myself, that I am very pleased. Gt 


Mr. Munro: Perhaps that makes all future meetings academic. 


The CHaIRMAN (Mr. Cameron): I have here the report of the Steering Com-_ 
mittee, which is entitled The Report of the Subcommittee on Agenda and Pro- 
cedure. It met yesterday and the report of that meeting was delayed because 
we were waiting to hear definitely from the Province of Ontario about a matter” i 
which the report will deal with. The clerk will read it. Be 

Report read by the clerk. : 

Mr. MonteE1tH: I do not know if this should be included, but it was men-— 
tioned that any other briefs that had been received from Syeral people I could | 
name—there were three or four extra ones, I believe—would be included in- 
the record of proceedings. They were told ‘that. However, the report is that 
it is too late now; is that correct? 


The CHAIRMAN (Mr. Cameron): That is right. 


Mr. KNOWLES: I think we of the steering committee agreed that we should : 
have done that. 

The CHAIRMAN (Mr. Cameron): I had proposed to communicate with the 
various corporations or persons who put these briefs in and say that we would 
be meeting on Monday, February 1, at 10 a.m., at which time we will be hearing 
from the Ontario Pension Federation, I presume it is, when Mr. Coward will 
speak on behalf of the Government of Ontario; and setting aside the morning | 
and afternoon session for that purpose, and probably in the evening hear these 
two organizations, or other onganizations, although I do not think we tied our- 
selves down actually to Monday. The other people who had sent in briefs, and 
so on, would be advised that if they wished to appear, they could come down 
here, at which time we shall try to fit them in, probably at the Monday evening 
session, or on Tuesday; but we were not intending, I think, to plan our schedule 
beyond Wednesday. 

Mr. MonteitH: My interpretation, Mr. Chairman, was that we made no. 
plans to hear any briefs or to hear representations beyond the Canagaa 
Teachers Association and the Construction Association. 

The CHAIRMAN (Mr. Cameron): We were definitely prepared to hear the. 
Canadian Teachers Association. 

Mr. MonteitH: And the Construction Association. 

Mr. Munro: That is right. 


CANADA PENSION PLAN — 1499 


Mr. FRANCIS: That is correct. 
Mr. MontTEITH: And the others were told that their briefs would be part 


The CHAIRMAN (Mr. Cameron): If they insisted— 

Mr. MonrtEITH: Do not be too lenient. . 

The CHAIRMAN (Mr. Cameron): If they insisted on coming down, which 

_ they do not need to do, they could come on Tuesday. 

b Mr. Munro: The proceedings which took place in the steering committee 
agreed with Mr. Monteith that we would hear these two but not the others, 

, and just receive their briefs, and that they would be on record. 

| Mr. CANTELON: Are the teachers presenting four briefs? 

The CHAIRMAN (Mr. Cameron): Four and one, whatever that means. 

Mr. CANTELON: But none of them is in yet. 


The CHAIRMAN (Mr. Cameron): No; they are to be in by the end of this 
/ month. 


Mr. CANTELON: I understand there are three of them. 
| Mr. BASForRD: I suggest that we report these minutes, and that the steer- 
_ ing committee meet— 
| Mr. MontrrEITH: Oh, no, be reasonable! 

The CHAIRMAN (Mr. Cameron): Probably, Mr. Basford, if you suggested 
} Mr. Monteith’s motion, seconded by Mr. Munro, be that this report be read 
| with their amendment added as part of it. 
| Mr. Munro: With the amendment as suggested by Mr. Monteith. 
The CHAIRMAN (Mr. Cameron): Is that agreed? 
Mr. MONTEITH: Agreed. 


The CHAIRMAN (Mr. Cameron): I would like to have a motion that there 
| be printed as part of the minutes of today’s proceedings this document relating 
| to Old Age Security programs, supplied in answer to a question asked by 
Mr. Morrow on December 14 and repeated by Senator McCutcheon on Decem- 
ber 15, and I understand also referred to by one or two of the witnesses or 
| the members of the committee. Are you agreed this be placed on the record 
| for today? 

Mr. Munro: I so move. 


j The CHAIRMAN (Mr. Cameron): And the motion is seconded. All those in 
favour? Contrary? 

I declare the motion carried. 

Mr. Luoyp: Well— 

The CHAIRMAN (Mr. Cameron): The motion is carried. 


B Mr. Luoyp: I am not objecting to the matter being put in the minutes, 
but surely I am allowed to ask a question concerning the document. 
The CHAIRMAN (Mr. Cameron): Oh, yes. Go ahead and ask your question. 
Mr. LLoyp: I wonder if Mr. Osborne could just briefly explain the sched- 
ules, because you will notice, Mr. Chairman, that the question was put this 
way: Could you tell us approximately what payroll contributions would be 
- Trequired to raise the equivalent of some of the money that we are collecting 
under the present means of financing the O.A.S. plan? Do you think it would 
be 5 or 6 per cent? Then I notice they start with schedules of benefit claims, 
is that right, Mr. Osborne. Schedule 1. I notice (a) and (b)—projections. I 
Can understand that. 


Mr. OsgorneE: As you will note from the bottom of page 3 this answer was 
prepared by the Department of Insurance. If you would like Mr. Clark to give 
_ you a further explanation— 


tig 
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a 4 The CHAIRMAN (Mr. Cameron): Senator ean Mrs, Ridenit e 
wh gentlemen, we have a very distinguished witness with us tonight. He has co. 
pu all the way from that fair city of Vancouver, which we hear about from time 


_ time from Mr. Basford. I refer, of course, to Dr. Robert Clark. He is one of the 
im outstanding authorities on the subject matter which he intends to discuss with 
us this evening, and I know that we are all looking forward with a great deal 


of anticipation and pleasure to hearing from Dr. Clark. a 
sic I do not want to take up unnecessary time, as we shall have a full evening, 
«go without further ado, Dr. Clark, the meeting is in your hands to carry on. We . 

ask you to remain in your seat and to be as comfortable as you can. In due 
course you will probably be subjected to questions by members of the com- 


age mittee and will be only too glad to reply, I have no doubt. a 


Dr. RoBert M. CuiarK (University of British Columbia): Thank you, M x 
Pelt Gn an for your gracious introduction. Like most university people having 
to lecture to large classes, I am accustomed to stand, and I tend to unwind as. 
soon as I sit down. Therefore, I shall start, if you do not mind, on my feet. — a 
I would like to suggest for your consideration, sir, that since in my brief +t 
there is a table of contents, the most appropriate way of dealing with this is 
‘i not for me to give an opening lecture of the usual university variety of 53 
- minutes, but dispense entirely with the preliminary statement. Instead I should 
take up each of the items in the table of contents. If I feel it appropriate, i 
i should make a number of remarks about each, and then as I finish each one of 
these, I should welcome questions. q 
bo This is not done to suggest that I am only prepared to answer question in 
i relation to the topics here, but to suggest what I believe to be a logical and 
businesslike order for getting through the material. If this is acceptable, then he 
__-will turn to part I. 
The CHAIRMAN (Mr. Cameron): Thank you. 


ne Dr. CLARK: In part I, I have set out reasons for preferring a flat rate bene-_ 
| fit structure to the benefit structure in the Canada Pension Plan, which is 

graduated in a relation to contributions. My essential ground for doing this is 

on the basis of equity. a 
y Now, equity is a very subjective subject, and of course there is room for ‘j 
ia differences of opinion. Having opposed earnings-related benefits, I then go o nn 
__ to advocate what seems to me to be a logical alternative, for I feel that some-_ 
one who criticizes the Canada Pension Plan, and this applies in other resp a 
has an onus to suggest some possible alternative, iq 
ui ee I have suggested that the considerations of equity a as well as of simplicity 
and of economy of administration could be served by having pensions for the 
aged graduated according to the age of the deceased, increasing from year to 
--- year, and taking our flat old age security and modifying this accordingly. . 
And also I have in mind including survivor and disability benefits, which are 


es particularly welcome, of course, in the Canada Pension Plan. o 
ah Hon. Mr. THorvALDsSon: Mr. Chairman, I do not want to embarrass our 
ea friend, Dr. Clark, but I wonder if it would be useful if he gave us some of 
ee) his Pualincstions to begin with, or is everyone acquainted with them in th 


committee? I do not know. If they are not, I am. However, I wonder if it would 
4 
eg. be useful to put this on the record. 


The CHairman (Mr. Cameron): Well, I know him as the author of | the 
Clark report. Be 


Mr. Basrorp: Of course, to come from the University of British Columbia 
_ is qualification enough! 
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"The rene (Mr. Cunerany: myould you mind, Dr. Clark, telling us some 


f interest to the committee and would be valuable to them if they were placed 
yn the record? i 

% Dr. CLarK: Mr. Chairman, I can think of almost nothing that would be 
yf value to put on the record. 

- The Cuarrman (Mr. Cameron): We will have to be the judges of that. 


_ Dr. CuarK: Please feel free to delete as much as you like in that case. I 
ave a Bachelor of Arts degree, honours economics, and a Bachelor of Com- 


the fall of 1946 I have specialized in government finance. ve all my 
publishing has been in that field. 

Di) The CHAIRMAN: You have made a special study of these matters atch as 
wage- -related pensions and old age security? 


® Dr. CLARK: Yes, a thorough study. 
i 
| The CHatrMAn (Mr. Cameron): And social security problems? 


for the aged in the United States and Canada, I was asked to state arguments 
on both sides of the case. Almost as soon as that was done I was asked to be 
iF member of the Ontario Portable Pensions Committee, and I was with that 
committee from its inception. We were charged with the task, and given a 
lawyer to help us—without whom, of course, we would have been helpless— 


ithout change. That legislation was subsequently modified. 

| 4 I have been writing articles for the last several years in this field, in 
‘addition to the report. I teach a graduate course in the University of British 
Columbia on the economic aspects of welfare legislation, using that term 
roadly. I think that is sufficient information. 


yi 
F The CHAIRMAN (Mr. Cameron): I am going to rule, Dr. Clark, you are 
“qualified as an expert on the subject you are going to discuss. 

_ Hon. Mr. THorvatpson: I hope Dr. Clark understands the reason I made 
he suggestion was that although I think everybody here is well aware of his 
jualifications, nevertheless all this goes in the record and 10 or 20 years from 
iow, when his presentation is read, there is nothing to convey what his quali- 
fications are, so will you excuse me, Mr. Chairman, if I made the suggestion? 


The CHariRMAN (Mr. Cameron): Yes, in fact, I was remiss in not making 


Mr. fy came By the way of a pension plan. 


' Since I wrote this I have Vaceived some census of Canada papain 
bulletins, and there was a limited amount of information there about that. 


fF the things you have done during your lifetime Pea you. pecan would be 


merce from the University of British Columbia, and a Master’s Degree, Ph.D. in 
Economics from Harvard. Since joining the University of British Columbia in | 


Dr. Crarx: In being commissioned to write the report on economic security j 


‘of drafting the legislation which was adopted by the Ontario Government 


Dr... CrarK:: I believe I have said enough in relation to the first part of 


t we have appreciably less data than there are in the United States, but 
ley do support the general conclusion that resources, on the whole, tend to 
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with which I am not quarelling at all, may I say this has been an interest of 
mine ever since the first day the committee sat to hear representations. I am © 
wondering if Dr. Clark could give us some evidence that actual resources do 
decline as one ages and after retiring from active work and business. Is there ‘4 
any evidence to support a possible theory that there should be or might well 
be—and I am not advocating this for one moment—that there might well Be 
be some increase in the welfare scheme coming to these people as they become © 
more aged and as their resources do decline? What evidence might Dr. Clark | 
have to indicate this is so? 


The CHAIRMAN (Mr. Cameron): Would you care to supplement yous state- ; 
ment, Dr. Clark? s 


Dr. CLARK: The evidence might, I think, be summarized under four 
headings statistically, and anyone can look at the sort of logical arguments — 
why one could expect such a sort of thing to be true. 

In terms of statistical evidence, I refer this committee first of all, to 
information about the American regard to the Old Age Assistance program. my 
This program assists persons age 65 and over, and there is no upper age limit — 
at age 69, as in our comparable Canadian program. Mr. Myers has written iy 
that the proportion of people requiring assistance under this program increases ik 
with the age of recipients. (i 


“About 17 per cent of all women age 65 and over are assistance — 
recipients, but the proportion moves steadily upward as age advances 
from a low of 9 per cent for women aged 65 to 69 to a high of 35 per 
cent for women aged 85 and over. The same general trend is also 
“present for men, with the proportion receiving assistance rising from — 
4 per cent at ages 65 to 69 to 30 per cent at ages 85 and over.” 


Mr. Myers goes on to say that he expects this state of affairs will continue on 
into the future. 

The second piece of evidence is from a detailed survey made by the Sociaia 
security Administration in the United States in 1963 of the resources of the 
aged. This is described in articles in the Social Security Bulletin. I have re- 
ferred to them in my evidence, and the material is in greater detail than I 
have included here. I refer you also to the table at the top of page 4 of my 
brief comparing the median incomes of persons in the United States between 
the age of 65 and 72 and individuals age 73 and over. The retirement test stops 
at age 72, which is the reason for choosing age 72 as the boundary line and 
the table shows this fairly significant difference in income for the two age 
groups. Although the picture is less marked here, the same pattern tends to be 
true with respect to assets. 

The Canadian data were referred to in part in the evidence of ; the 
Canadian Life Insurance Officers Association, who have had some statis- 
tical work done from material made available by the Dominion Bureau of 
Statistics. That is contained in their evidence somewhere. 


The CHAIRMAN (Mr. Cameron): Yes, page 33, showing the average income 
from all sources for males and females separately. 

That is useful because it is broken down from the ages of 71 to 74, 75 toe 
79, and 80 to 85, and so on, in five-year periods, whereas in the census data 
the categories already published only refer to persons 65 to 69, and 70 and 
over. Broadly speaking, the census data in the bulletins on population samples ey 
series 4.1-1, bulletins 4.1-3, and 4.1-4, support that, though the picture is note 
totally consistent. 7 

Mr. FRANCIS: Could I ask a question relating to this? ; 


The CHAIRMAN (Mr. Cameron): Mr. Cantelon was going to aska question. 
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ae CANTELON: The cao I was going i ask, Mr. Chairman, Mr. Mon- 


dl usive, lheease ea hid in mind that the Beste who are retiring have had 
their early years of earning impaired by the depression and their ceilings en- 
forced by the war years, we have had a period since the war of rapid and 
constant increase in wages, and is this status not consistent with a reflection 
of the pattern of the period? Concerning people going on retirement and sick 
people, the question is, is the United States data not strictly comparable to 
Canadian data because of the impact of hospital insurance in Canada and the 
| greater advantage it would give to older persons with their sickness experience? 


: pe _ Mr. CLARK: You have really asked me two questions, Mr. Francis. Let me 
look at both of them. The second one, I think, can be dealt with more quickly. 
It is perfectly true that a comparison of assets is more difficult than a com- 
| parison of income. The fact that you mentioned about hospital insurance, is, 
| I think, a minor factor really, in affecting the comparison. I think the essential 
comparison rests on income rather than on the basis of assets, and I think 
the conclusion does stand. 

Now, as for the first point, it is perfectly true, as you point out, that 
} people who worked during the depression years had substantially smaller in- 
| comes, if they were able to keep working at all. But this pattern of rising 
earnings in the future, I think, will continue as far into the future as we can 
- see. 

The actuary makes assumptions about increasing earnings as a 3 per cent 
assumption and as a 4 per cent assumption, and I should be prepared to say 
3 as far into the future as we can look it will be true that the people who 


have been retired longest will tend to have the lowest resources as compared 
with those who have recently retired. 

1 This is on the average, of course, and provides, I think, in principle, a sort 
i of justification for the type of gradation of benefits by age that I have proposed. 


Mr. Prittie: I think that this is the same point Mr. Anderson made. No 
matter what time it is in the future it will be the same. 


Mr. FRANCIS: I am not convinced of that. 


m Mr. Gray: May I ask a supplementary question relating to this topic? It 
was almost partially stated by Lloyd Francis that, while assets might decrease, 
the statistics pointed out that there was evidence that income might decrease 
( too. 

As a matter of fact, don’t you provide a little bit of evidence, Dr. Clark, in 
: ‘your own paper when you say, I believe on the very first page of the text that: 
This is not to say that the retired, on the average, should have spend- 
ing power equal to that of the hele population, because, on the aver- 
age, the aged do not need quite as much as the rest of the population. 

They are more likely to have their home and other durables paid for 

than the rest of the population. 


4 


ie: 


In addition there is the point made by Lloyd Francis; that is, the reference 


Dr. CLarK: I think, Mr. Gray, your citing of my remarks offers no support 
for the argument that you are advancing at all, because the statement I made 
. ‘was a statement referring to all of the aged, making no differentiation between 


wb 


them on the basis of age. 
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Mr. Gray: If your statement refers to all the ages, then some of the ages 
must be included in them. 


Dr. CLARK: That is a mathematically impeccable statement, but I SUgBESH 
that it is somewhat irrelevant. 


Mr. BASFoRD: Dr. Clark, as a graduate of the University of British 
Columbia myself, I want to welcome you. I think your introduction is most wel- 
come. We have always regarded you as rather an ornament to the department 
of economics in the University of British Columbia. ¥ 

Now, this point is interesting to the committee since it was raised two iy: 
weeks ago. We had, as you probably know, Mr. Myers in front of the commit- R. 
tee the other day a I asked him a question on this point as other members — 
did. I would like to refer to page 927 of the proceedings, which proceedings 4 
possibly have not come to your hands yet, sir—I don’t know. a 


Dr. CLARK: I spent the afternoon reading his evidence. 


Mr. BAsrorD: I asked Mr. Myers if he felt that as a citizen grows older hea ; 
should receive more social security by reason of his age and Mr. Myers’ reply, 
as on page 928, was— 


Mr. CanTELoON: Dr. Clark would like to know the page. {, 
Mr. BASFORD: Page 928. 
Dr. CLARK: Thank you very much. 


Mr. Gray: I have not made any studies of this nor do I know of any studies 
made for such a proposal to be put into effect, and I am curious because you — 
appear in your brief to have cited Mr. Myers as an authority for this proposi-— 
tion and yet when I tried in the committee to get him to support this proposi- — 
tion he seemed to demur from that position. , 


Dr. CLARK: Mr. Myers has an admirable sense of ths delicacy of his posi- uy 
tion before a committee like this. 


Mr. BaAsrorD: He has testified before many congressional committees, Ly. 
suppose, however. 


Dr. CLARK: I am not arguing, you will observe, that the needs of the aged 
progressively go up with age. All I am saying is that the resources decrease if — 
you compare the people who are aged 65 to 69 and the people who are 70 to 14 
and 75 to 79, and so on. This was the sort of statement I was making. ‘ 


Mr. Gray: Dr. Clark, is not your statement something which might be con-— 
sidered irrelevant unless needs do not decrease at the same rate as the assets. 
Let me put it perhaps a little more explicitly. You say you are making the point — 
that assets decrease, but what is the point of making that statement unless you 
can show that needs do not decrease at the level of the assets? z 


Dr. CLARK: What I am saying is that as a general proposition the resources, 
the incomes in particular, that people have to meet needs tend to decrease from 
the years age 65 and onward. I cited to you in the brief the statistics in support 
of that statement. I think this raises a sufficient presumption of the validity of 
this case. } 

I agree that more statistical work could profitably be done to see precisely — 
in what way and to what extent, pensions for the aged, if one were following | 
this pattern, ought to be increased—=say, $2 a month for each year of age after 
age 70, or $3 a month, or something of the sort. But, I think the general validity — 
of the proposition stands firmly on the evidence I have stated. 

Mr. BasrorD: Surely, if Mr. Myers felt their need increased then the by 
benefits should also? “) 


Dr. CLARK: But he was not asked that particular question. 


Mr. Luoyp: May I ask a supplementary question to help clarify this? As 
a simple observation of fact from the statistics I point out that there is no ‘ 
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premium. I think that is all Dr. Clark has concluded at this stage in response 
to the questioning by Mr. Francis. I think he should go on and answer the 
rest of the question. 


Dr. CLarkK: If I have omitted answering any part of your question I have 
done so inadvertently. Would you please go on and state it again? 


The CHAIRMAN (Mr. Cameron):I think it was Mr. Basford’s question. 


Hon. Mr. THORVALDSON: Might I ask a supplementary question of Dr. Clark 
in that regard? 


3 Mr. Luoyp: Just to finish it off, Dr. Clark thought he had answered. May 
I say that as a layman member of this committee, and one who is not in your 
most enviable position of past experience and knowledge of this subject—and 
you will forgive me if I am a little slow, but I thought Mr. Francis asked you if 
there was not a difference between the statistics that you drew from the United 
States and those from Canada, which showed that in Canada we did provide 
for the aged, on the providing side, through medical and hospital care. Is there 
an analogy between the two countries? Do both countries do the same thing? 


Dr. CuarK: I did refer to that actually, Mr. Lloyd, at the very outset of my 
answer. I agreed with the point that when you look at the resources that are 
needed one has to take such facts into consideration, and that they do constitute 
a difference between Canada and the United States. 


Mr. Luoyp: I am sorry. 


Hon. Mr. THORVALDSON: I just want to ask this because I am not clear on 
it, and it may be that my ignorance of the point may result from the fact 
that I was not here last week. Several times I have heard a suggestion that 
Mr. Anderson—and my colleagues will correct me if I am wrong— indicated 
that needs increase with age, and I wonder if that is part of the problem we 
are discussing now. I would like to get your reaction as to whether Mr. Anderson 
is right or wrong in that regard. I believe that is what he indicated. 


Mr. MonteItH: I should like to interject and say: As long as we do not 
have medicare. 


Hon. Mr. THORVALDSON: Well, I was not here, and I may not be exact in 
my thinking. 

The CHAIRMAN (Mr. Cameron): I believe Dr. Clark has read Mr. Anderson’s 
evidence, and I have no doubt that he can comment on it. 


Hon. Mr. THORVALDSON: Yes, that is what I was hoping he would do. 


Dr. CuarK: Mr. Anderson is a man of many wise words. I went through 
his evidence with great speed this morning, and I am not sure that I precisely 
recall what he said on this. I thought he said—and I would like anybody to 
correct me if I am wrong—that there was certainly in the substantial proportion 
of cases an indication of need increasing. This is a practical question of where 
people who are involved in social work and in dealing with aged would be 
in a better position to answer than I am. This is really a question of fact. I 
do not think that I have any useful statistical evidence that I could offer on 
that at the moment. One has impressions, but I do not feel sufficiently confident 
in those impressions to give a firm generalization that this is the way it is. 


The CHAIRMAN (Mr. Cameron): Mr. Knowles? 


Mr. KNow Les: Mr. Chairman, I am wondering just when one should ask 
questions of the type of some of mine. So far we have been on Dr. Clark’s 
Part I which deals mainly with his preference for a flat rate benefit structure. 


The CHAIRMAN (Mr. Cameron): I think anything related to that would 
be appropriate now. 
21759—53 
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ae Mr. KNOWLES: Yes, but I would itca to ask some Aiectiie that woul ild 
- compare the flat rate benefit structure with the combination envisaged in 
Bill C-136. Do I ask such questions now, or do I wait until Dr. Clark has giver nm 
us his comments on Bill C-136? 4 


Boe The CHAIRMAN (Mr. Cameron): I will leave that to Dr. Clark, but I think 
it would be appropriate to answer both now. : 


aes Dr. CuarRK: If you feel they will not be answered in reference to the 
} table of contents I will answer it. 


et Mr. KNOWLES: Relating specifically to what you say, Dr. Clark, in 
- - Part I—and I have read with interest paragraphs 3 and 4 which refer to the 
needs of the aged population—in paragraph 4 you say: y 


4 Can the Canadian people afford such a standard for the aged? — 
rate Like many others, I believe we can afford and should adopt such a 
ang standard. 


Would you care to indicate, Dr. Clark, at what rate you think a flat rate old 
age benefit should be set at the present time? 


Dr. CLARK: Is this on the assumption that it will not increase with age, ‘ 
and that it will be uniform for all individuals aged 70 and over? f 


Mr. KNOWLES: With all due respect, I think it applies that way, or 7. 
do not mind your taking it either way. As Mr. Monteith says, let us say it is z 
70. In other words, would you change the present figure of $75, and if so to 
what other fisure? 


ae Dr. CLARK: It is tempting in these circumstances to grasp a figure, coming — 
Hy down like a microphone out of the ceiling and say: “This is an appropriate — 
one”. But, I do not want to answer it in that way. I would rather think that 
en's) the appropriate thing to do is to try to decide what is a reasonable fraction — 
of spending power that is to be made available to the retired population, © 
and then to look at it in relation to consumer spending as a whole. I would 
i then say to myself: “What is this consumer spending power as a whole?”, ef 
and I would apply that fraction and see where it came to. i 

Now, because consumer spending power rises from year to year the | 
pension would need to rise also. I am not sure precisely what standard La 
would use. There was an attempt to deal with this by Mr. Anderson who q 
| appeared before you, in an article published by the International Congress of — 
=H Actuaries and presented in London in 1964, in which he gives a comparison. 4 
This gives an approach to that. I would rather not mention a specific sum, — 
because I would not have enough confidence that in the time available to think © 
about it I could suggest the most appropriate figure. I have indicated the © 
principle in which I would deal with this, and that principle implies that we 
rh would be spending, certainly over the years ahead, more than we have spent 
A in past decades for the aged, and I have also said that I would increase it with — 
age for the population. on 


ae Mr. KNowLeEs: Dr. Clark, we do have before us Bill C-136 which is 

relatively precise in this area. It proposes pension benefits which, in the course - 
4 of the next 10 years, be it a function of old age security or the Canada Pensionill 
Plan, will run from $125 to above $250 for a married couple. If you in this 
7 well-put-together brief tell us that you think there is a better way than a 
combination of the Canada Pension Plan and Old Age Security, do you not 
_ think you should be more precise and tell us whether the figure should be — 
a figure of the kind that this bill will produce, or something between $75 and 
_ that? Pardon me if I seem to be putting the pressure on this, but there has 
been a parade of people before us who have told us that we should do some- 
ie thing under old age security but do not tell us what to do, and that pena 
is getting rather long. 
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i & Mr. “Monvertu: May I interject for a moment, Mr. Chairman? I do not 
t] hnink Mr. Knowles is correct at all in putting forth this question. I do not think 
that Dr. Clark has had a proper opportunity to consider this, although it was 
. his own choosing—and I am not denying that—that he suggested he go down 
this list of points, and that he answer questions as they arise. The remaining 
parts and sections of his brief are segregated, and they deal with certain clauses. 
Iam just throwing this out to Dr. Clark, could he possibly, without dealing with 
each section individually, give us a résumé of his feelings and what is in 


: 


his brief concerning the whole plan. 


» Mr. KNOWLES: That was why I asked my question before I started, as to 
whether this kind of question should not wait until Dr. Clark had given us 
both parts 1 and 2. I would be quite happy, because I would like to hear Dr. 
Clark not only give an answer to the questions I would put but I would like 
to hear him tell more about his views with respect to the flat rate benefit on 
the one hand and the combination on the other. I think Dr. Clark will realize 


Iam not asking for a comparison between the flat rate and the earnings-related 
only, because no one is proposing it. I am prepared to wait for an answer to © 


my questions until Dr. Clark has finished if that would be convenient for you 
-and for Dr. Clark. 


i The CHAIRMAN (Mr. Cameron): I leave the decision to Dr. Clark as to 
“how he would prefer to continue. 


Ri Dr. CLARK: I think you are certainly justified in saying “How can we make 
a comparison between a precise bill on the one hand and a concept which is not 
put down in strict dollar terms?’’ Now, no matter how long I should stay here 
tonight, I could not give you the sort OF precise answer that you would need. 

My time in working on this brief was very restricted. I am Economics Research 
Director for the Ontario Government’s commission of inquiry on provincial and 
“local finance; I have a limited load of work at the university. I could not 

i ‘get enough time to devote, as I would have needed, and would have preferred 
to give to this subject. . 

ry When I consider the importance of making dollar commitments, knowing 
that once a system is based on it, that it builds up from there, I ee , want to 

= about that for a few days before IT could come back and say: “Yes, these 

are the figures we want to have to make a comparison.” This may seem to be 

: excessively cautious. 


_ Mr. KNowtes: I would like you to give something out of your eepeien 

in the last six or seven years when you have been studying this very inten- 

sively. 

. Dr. CLARK: I do not think that I could give you the sort of dollar figures 
‘that you are looking for here without substantial research. They can certainly 

be developed. A system like that can be developed with considerable less 

strain on the brain than was involved in preparing Bill C-136. I am not 
prepared to do it tonight. 

& Hon. Mr. THorvALDSON: I think it would help me if you told me are you 
still advisor to the Ontario Government in regard to their thinking concerning 
‘Bill C-136 and the pension problem? 


Dr. CrarK: No. Since I turned my attention to their taxation problems, I | 


just left the pension field alone entirely as far as giving advice is con- 
cerned. I have tried to follow as closely as I could what was going on, but I have 
“not done anything more for several months. 


_ Mr. Munro: May I ask a supplementary to what Mr. Knowles was pur- 
‘Suing. You indicated, in answering Mr. Knowles, that you would not be pre- 
ay ared to say in dollar terms what you would recommend in so far as any 
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increase is concerned. I think I understood you alright there. Would you b 
prepared to say that you are recommending some increase but you are not 
prepared to be specific as to the amount it should be? 

Dr. CLARK: Yes, as an alternative, certainly. The viable alternatives avail. 
able are not on the one hand the present Old Age Security, and, on the other 
hand, the Canada Pension Plan. Any workable alternative has to be more 
than the present Old Age Security. 

Mr. Gray: May I ask a supplementary question? Do I understand you t 
say a little while ago that you were a member of the Ontario Pension Com- 
mittee that recommended what became the terms of the original Ontario 
Benefit Pensions Act? 

Dr. CLARK: Yes, Mr. Gray. 


Mr. Gray: Did not that act call for providing to private insurance carriers 
minimum benefits for all those employed in firms employing 15 people or 
more and did it not give specific earnings and other terms? 

Dr. CLARK: Yes, Mr. Gray. 

Mr. Gray: Did you consider them adequate? i 

Dr. CLARK: I always considered— | 

Mr. Gray: What were they? $80 a month after 40 years service? : 

Dr. CuarK: I always considered this as only part of the provision for the 


aged, and I had in mind that they would be supplemented by changes at the 
federal level at the same time. 


Mr. Gray: How could you take that into proper perspective unless you 
had some particular changes at the federal level in mind? 
# 


Dr. CLARK: I did have. 

Mr. Gray: What were they? 

Mr. Luoyp: He is trying to explain. 

Dr. CLARK: The type of proposals I have been talking about in relation 
to old age security, relating it to age, provision for survivor benefits, and a 
number of other things. Mr. Chairman, I suggest that if I am to go even close 
to getting through part of this, I would like to step onto the next part. 

The CHaIrMAN (Mr. Cameron): Mr. Basford has a question. 

Mr. Munro: On the supplementary question I asked, I think it is important 
to consider what Mr. Knowles was pursuing there. I should like to ask if you. 
would be prepared to recommend any increase in O.A.S. without getting down 


to dollar terms as an alternative to the Canada Pension Plan. I wonder what 
your answer would be in simple layman’s terms. 


eh tog RE 


Dr. CLARK: I have tried to put all my answers in simple layman’s terme 
Mr. Munro. 


Mr. Munro: I was contemplating your last answer and I did not under-— 
stand it. q 


Dr. CLARK: I have stated that I do not think that simply adding from time | 
to time an additional number of dollars to old age security is the best alternad 
tive to the Canada Pension Plan. 


Mr. Munro: Could I just follow that up with one more question? What do. 
you feel would be a reasonable alternative to the Canada Pension Plan? - 1 


Dr. CLarK: I think that perhaps for the third time we are entering the 
same circle, Mr. Munro, and I have nothing to add to what I have said 
this point, because it would take substantially more research for me to come 
up with some dollar figures that you could put side by side with those and s 
“Well, now, here are two things that we can develop.” 


¥ 
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4 ; Mr. Munro: In terms of very general principles, could I ask you are you 
Hin favour of a universal flat rate type of pension, somewhat similar to the 
_0.A.S.; or would you recommend an earnings-related approach such as that 
of the Canada Pension Plan; or is there some other type or basis? 


4 The CHAIRMAN (Mr. Cameron): Mr. Munro, I may call to your attention 

that part I is “A Statement of Preference for a Flat Rate Benefit Structure’’ 
that Dr. Clark is advocating. He gives a number of paragraphs dealing with 
portion of his brief. I think he sums it up on page 5, as to why he thinks the 
old age security or the universal plan is in his opinion the preferable plan, 
but he is not getting down into details. It is my opinion that is the preferable 
way of dealing with the problem. 


Mr. Munro: Yes, Mr. Chairman, I was looking at page 5. In the first 
paragraph on that page, he says: | 


Because the Canada Pension Plan provides earnings-related benefits, it 
cannot provide universal coverage. Many who are excluded from cover- 
age on administrative grounds are among the poorest in the country. 


I feel that is like saying it has missed the end, and it is almost somewhat of 
an indictment of the earnings-related Canada Pension Plan, since that is one 
of the essential features of the plan. Since it does not in Dr. Clark’s opinion 
cover some of those people in the poorest category amongst our citizens, I 
simply wanted to ask, in his opinion, what alternative he would recommend 
in order to accomplish the end that apparently has been missed by the Canada 
Pension Plan. 


Dr. CLARK: Mr. Munro, I have very little time with you people, and I 
feel frankly that we are wasting it. I have already answered that. I have 
answered it three times. I have said I would modify old age security by making 
the benefits increase with age. I. would also provide flat survivor benefits and 
disability benefits. 


Mr. Chairman, with your permission, I would like to go on to part II. 


Mr. Luoyp: I am going to suggest a change of procedure. Perhaps for those © 
of us slower in apprehending, it might be better if Dr. Clark put the skeleton 
of his total proposal before us and in this way we would save time, as we 
would see all the bones of the skeleton in better perspective. 


) The CHAIRMAN (Mr. Cameron): I do not know if we should change course 
In the middle of the stream. If Dr. Clark thinks he should adopt that suggestion 

and if it meets with the approval of the committee, that is certainly all right; 
but if he prefers to carry on the way he is, I think we will have to deal with 
him in that way. 


Dr. CLARK: In part II of this, what I am doing is accepting the assumption 
that the Government will want to proceed with a pension proposal in which 
the benefits are related to contributions. For the whole of part II I am assum- 
ing this. Now, I am saying, having made that asumption, are there significant 
changes that are worth making. I think there is a substantial number. These 
are essentially unrelated points and that is why I would like to deal with them 
separately. 


The CHAIRMAN (Mr. Cameron): I think we had better proceed in that way. 


Dr. CLARK: These are points of substantial difference in importance. Some 
of them are relatively minor and some are more significant. I have followed 
this through in terms of the sections of the bill and not in order of their 
importance. I begin with a comment that what we are dealing with here is 
social insurance. This is at page 6, gentlemen. I have tried to include the con- 
sequences of having this social insurance legislation, in comparison with our 
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: : ola Age ecniien wee echich is not Seer insurance. . Later on, D shall refer 
some consequences of that distinction. . ee 
in _ Having done that, I go on to make the comment that inequities which a ar 
ie : relatively small when the contribution rates are low become of increas sing : 
__ importance as the rates of contribution ultimately rise. Therefore, where it is 
possible, it is better to eliminate these from the outset, if it can be done, <f 
The first clauses 8 and 9, refer to employers and employees contributions 
ot This is not a point of major importance. It relates to refunds, on the one hand. 
to employers, and, secondly, to the problem for employees and employers 
a! having to pay in some cases most or all of their contributions in the first part 
’ i: of the year, and not make a contribution in the latter part, because the full 
ihe contribution has already been made. g 
ae I suggest that unless there are questions, I pass on to clause 10. Clause 0 
Bis deals with the contributory earnings lower limit for the self-employed, whic a 
is some 20 per cent higher than the figure for employees. Now, they will be 
charged at the combined rate, which I think is reasonable, but there does seem 
to me to be some inherent eo ination against the self employed in this 
procedure. This arises because part of their earnings are really, in many cases, 
Ph a return on their capital. I have suggested that a way to deal with this would . 
be to allow the self- employed to make a deduction in computing their income, 
which would be credited to them, contributions of 6 per cent would be y 
preference, on the capital or net worth of their business. i 
eat) _ Now, the self-employed who have no capital would not be affected by this. 
he For those who would be affected, you are aware of the fact that for income ta < 
purposes the self-employed in Canada, though not in the United States, are 
__- required to furnish a balance sheet. Therefore, this is not asking for something 
* in the way of information which they have not provided, generally speaking, in 
aH the past. R. 
Bar ys I notice in Mr. Myers’ evidence an alternative way of dealing with this. 
was not referring to the Canadian situation, only suggesting that the self=" 
ee employed might be charged a double rate, but making the flat assumption that 
b half of their income constitutes business expenses and therefore should be — 
ee deducted. That is a simpler idea, simpler to administer, but not as eer 
because as among different self- Jemoloved persons some use virtually no capital 
and some, such as farmers and others, have to use a great deal. 
aa Are there any questions in relation to this? 


Hi Mr. CANTELON: I think this is the first time this suggestion has been mage 
_ and I notice that you say frankly you do not know if it is administratively 

ot feasible. It is certainly an interesting suggestion, and one that I think has 
il _ merit in it. I can see where the farmers in the prairie provinces would be 


very much concerned with such a clause if incorporated into the act. I was : 
wondering if we could find out if this is administratively feasible. I will not. 
ask you that, Dr. Clark, but perhaps the departmental officials could review 
the problem and see whether something could be done to work out a scheme 
ee toridoing’ this. 


he The Cuatrman (Mr. Cameron): I do not know if Mr. Osborne is pre- 
ae pared to give a short answer. 


Mr. Luoyp: At the risk of incurring someone’s displeasure, Mr. Chaim n, 
Psi I would like, before Mr. Osborne is asked the question, Dr. Clark to repeat 
at his observation with respect to deductions of a certain percentage when com=~ 
_--—s« puting capital or net worth. I think this is an interesting subject, but I think 
we should make clear before we put to Mr. Osborne the question, that we 
understand Dr. Clark’s recommendation. 


Dr. CLARK: This is a proposal that, supposing a self-employed individue 
_ Yeports an income, let us say $4,000, say on the operation of his store, tha aL 
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he peal have aeriaing assets nae beatata abilities: The difference represents his 
net worth. We would allow him to deduct 6 per cent on that net worth, to 
arrive at what his earnings would be, and he would contribute on that basis 


v 


_and receive benefits on that basis. 
| Mr. Luoyp: Why deduct 6 per cent? 


Dr. CLARK: I suggested that for two reasons. I may say that the whole 
idea for this proposal did not originate with me. Like so many new ideas, this 
“one came from Mr. Anderson. I heard him give this in an address to the 
~- Canadian Tax Foundation in Montreal, about two months ago. The reason 


for the 6 per cent is, first of all, that this is a rate for business borrowing from 


_ banks. It is also the rate of return made by corporations as a whole—the profit 
and the loss corporations, as reported in the green book, on their investment 
capital. So you might say that this is providing for the unincorporated busi- 
hess the sort of reasonable comparison for the rate of return of all corporate 
enterprise, taken as a whole. 


Mr. MontTEITH: May I ask a question? I am assuming when you suggest 


he has reported net income of $4,000, he has already deducted full deprecia- | 


tion on his fixed assets, and so on. 
Dr. CLARK: Yes. 


Mr. Ltoyp: And you are suggesting, Dr. Clark, the rate of 6 per cent of 


the net worth at the end of each year? 


Sa 
ne Dr. CLARK: Yes. 
x 


ALR» 


E Mr. Luoyp: And even though that net worth figure might be the resulting 
figure from earnings made, less withdrawals for personal consumption, which 
_may have no relationship whatsoever. I suggest to you, and I know I can 
defend this, that 99 per cent, almost 100 per cent of the cases bear relationship 
to each other. You are suggesting that we provide a contribution at the rate of 
6 per cent on the net worth of self-employed people at the end of each fiscal 
i year. Am I correct in this, or wrong? 


j Dr. CLARK: What I am suggesting, Mr. Lloyd is, that if we fail to make | 


aed deduction and just charge on the net income the 3.6 per cent, we are 
discriminating against the self-employed as compared with the employees; 
and the purpose of this proposal was to put them, in so far as possible, on an 


- equal footing. 


Bs Mr. Luoyp: And therefore you have chosen as the answer 6 per eens of 
_ the net worth—5 or 6 per cent? 


DraCaansE: | Yes: 
Mr. Luoyp: You have chosen a percentage of net worth to do it? 


: Dr. CLARK: Here is a man who has a net income, a self-employed man, 
_ Tunning a store or a farm. Part of that is a return on his assets; part of it 
& equivalent to what he would have obtained if working for somebody else. It 
is just the second part we are concerned with, I believe, so that we are treat- 


ing the two employees and the self-employed comparably. 
:, The CHarrMAN (Mr. Cameron): Did you get your answer, Mr. Cantelon? 
; Mr. CANTELON: Yes, it seems to me reasonable enough. 
* The CHAIRMAN (Mr. Cameron): Thank you. Mr. Knowles? 


Mr. KNow ss: I have one question on paragraph 23. Maybe my arithmetic 
S correct, but you used the figure of 20 per cent. Is it not 334 per cent? I mean, 
800 is 334 per cent more than $600, and according to clause 10 of the bill the 
calculation is stated as 14. 
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Dr. CLARK: Mr. Knowles, with your background, you will appreciate the 
quotation from Proverbs: 


Whoso loveth instruction, loveth knowledge: But he that hateth te 
is brutish. | 


I hasten to accept your correction. 
Mr. KNOWLES: What can a poor minister say! 


Mr. Luoyp: Mr. Chairman, I may be wrong, but Dr. Clark, are you not | 
trying to establish a position of equity as between employee and the self-— 
employed? 4 


Dr. CLARK: Yes. | 


Mr. Luoyp: Many of the small concerns which operate an enterprise with 
varying amounts of capital, some with none, and some with a great deal, such | 
as Mr. Monteith and I who have an office and a desk, and some clients. On e 
the other hand, we can point to the drug store, the pharmacist, operating his — 
own drug store, with $15,000 or $20,000 tied up in liabilities. Are you trying 
to make a ieHaction from what he might have paid a manager to operate his 
shop? : 


; 
ry, 
Dr. CLARK: Yes. : 
Mr. Luoyp: And you are suggesting that in the case of this kind of earn- — 


ings we need tc examine the kind of earnings to make sure there is no in- : 
equity? ) 
Dr. CLuarK: I am really going beyond that. 


Mr. AIKEN: You are like Mr. Munro, you have to listen three times before ; 
you believe. j 


Mr. Luoyp: I am certainly not convinced yet. 


Dr. CLARK: Mr. Chairman, what simply is involved here is that the nail 
philosophy of this bill which the Government is putting forward relates to 
obtaining contributions on the basis of earnings from individual effort and not 
earnings from capital. This is why it seemed to me this was a possible change 
that might be considered an improvement. . 


Mr. Luoyp: I understand that. 


Dr. CLARK: I turn to clause 17, the contributory earnings upper limit. This 
is a very difficult matter to set, and it raises quite a number of problems. I 
was certainly very taken with the idea for setting the upper limit put forward ; 
by Mr. Myers in a paper which you asked should be included in your evidence, 
and I shall not, therefore, take the time of the committee to elaborate on it. 
He suggests it should be based on the first earnings in quarter of the year, as 
reported to the Social Security Administration. He was not advocating this 
specifically for Canada, but the idea did appeal to me. If you take the bill as — 
it stands, having used the pension index for several years, into the seventies, 
it will come out fairly close to Mr. Myers’ proposal anyway. The question 
arises: is it useful to have an index to raise the earnings upper limit? You 
will recognize the distinction he made in his mind was that he thought it better 
not to have benefits related to an index, but thought it reasonable to use the 
equivalent of an index, which is really what he is doing, for the contributory 4 
earnings upper limit. I simply. want to say I like the idea of using such an index. 
If you follow his proposal literally you do not need an index for that purpose. | 
The only disadvantage of it I see is that it does increase the extent to which - 
the program gives larger dollar subsidies to those with earnings at or above : 


wu 


Py 2 


the upper limit as compared with contributors with much lower earnings. You 
have heard that many times, and I do not need to dwell on that. 


} 
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I would like to go on to clause 20 dealing with the pensions index. I would 
Bike to modify the evidence I have given here in this respect. This is, again, a 
_very complicated matter, and I have great difficulty in making up my mind on 
this point. I am altering the position taken in the brief, again, after reading 
Mr. Anderson’s evidence and thinking about it. 

There are difficulties with the use of any pension index. These do not stem 
from the fact we want to protect pensioners against inflation. I think that is a 
fairly general objective everyone would have. It is a question, really, of what is 
the best means of achieving that objective. The arguments against the use of an 
index really are few in number. There is Mr. Myers’ argument that it puts an 
element of inflexibility into the system because all the benefits ride up in the 
“same proportion. But there are other objections. There is also the fact it is 
‘very hard to get the most appropriate index. We do not have any index that 
does relate to the spending of the aged which, in principle, I think you would 
say, if there were such a one, would be the most appropriate one to use. There 
have also been a number of arguments among economists as to how effective the 
index really is, whether over long periods, we can adequately incorporate 
changes in the quality of products as distinct from changes in the quantity of 
products. 

Mr. Anderson presented an idea in his evidence which appealed to me 
considerably. It avoided the difficulties I can see, including the arbitrary 
restriction which is put in the bill that the pension cannot rise more than 2 per 
cent. I have attempted to comment on the reasons why that was put in. His 
proposal, as you will recall, was to say: Let us not relate benefits, once they 
are in payment, to a price index. Let us relate it to a fraction of the earnings 
index. Earnings will go up partly because of increased productivity and partly 
because of inflation. This being the case, he said, we should have our benefits 
rise as a fraction of the earnings index. We would be improving the position 
of the aged without having to go fully as far as having them share 100 per cent 
with the increase in earnings after they have retired. The proposal that he made 
was, if you like, to take the square root of changes in an earnings index. I do © 
not suppose anybody ever got elected to office on the basis of a square root. This 
is a difficult concept to explain at the best of times. But one, I think, can take 
the argument, without necessarily having to use the square root. You might 
decide, for example, instead of using the price index at all, that what you 
would do would be to increase benefits on the basis of, say, half of the increase 
in the earnings index, or some other fraction. If you do this you avoid having to 
bring in a price index at all. I do think that offers considerable advantages 
over the proposal in my brief. 

Mr. Munro: Mr. Chairman, could I ask a question on clause 20 that Dr. 
Clark has been discussing? As I recall Mr. Anderson’s evidence that you have 
referred to, he was not at all worried about the fact of even using the consumer 
price index. He was not worried about any inflationary effects from using such 
a price index, though he would have preferred another type of indexing system. 
Would you agree with that conclusion of Mr. Anderson? 


Dr. CLARK: I am not really sure, Mr. Munro, whether you are asking me 
one or two questions. Would you allow me to state them both, since I would be 
unhappy to be putting unwanted words into your mouth? 

One is: Would I be concerned about the possibility of inflation developing 
in the future in the Canadian economy? The other is: Do I think the Canada 
Pension Plan, in the form in which it is in the bill, would be likely to be a 
factor causing a significant amount of inflation in the long run? Is it the second 
question you had in mind? 


_ that you feel that getting back to the consumer price index that you felt i it 
_ should go down as well as up if it were adopted. I understand that from roul 


| mittee, and I am wondering if you have anything to suggest in the way of what 


thought about it, if you wanted me to. 
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Dr. CLARK: In answer to that, the Department of Finance dines sug 
that the impact of the bill would be to raise the level of prices, bro 
speaking, on an average of about 1 per cent. That would be the initial im 
of it. Then the question of what is going to happen after, I think, depend: on 
two types of consideration. In the first instance, I think the Canada Pensi 
Plan will tend to lead to an increase in savings, because I do not think employ 
pension plan contributions from employers and employees will drop as mu 
as contributions go up for the Canada Pension Plan. In the long run, howev 
if we take the bill as it currently stands, I think there will tend to be a slight t 
decrease in savings from what there otherwise would be. This depends whether 
you change the contribution schedule, but if you make it on a strictly pay-as 3- 
you go basis, what you are doing, in effect, is putting out more money into the 
hands of people who have retired. They on the whole have, I think, a slightly y 
higher tendency to spend than the rest of the population. Therefore, that would 
tend, I would think, probably, in the long run, to have a slight inflationary 
pressure beyond the original impact. Then, of course, when contributions are 
raised again, as they will ultimately need to be, or further benefits are intro-— 
duced from time to time, there could be such an impact again. I do not really y 
see a major degree of inflation arising as a result of the plan, however, now or, | 
say, in the next 20 or 30 years. zg 


Mr. Munro: Now, just following along this line, Dr. Clark, you haan 
indicated—and I imagine this was subsequent to your helen ethat after readil 
ing Mr. Anderson’s evidence you rather like his suggestion of plans instead — 
of price indexes as far as the present old age benefits are concerned, that i Ws 
would be better to index them according to, I think you said, the square root. 


Dr. CLARK: That was his proposal to bring in the square root of the changes 
in earnings, yes. 


Mr. Munro: I see. SS 
Dr. CLARK: I said a fraction. I would not use the square root becaliselil 


think it is too difficult to explain and you can get a reasonably good fraction we 
without doing that. : 


Mr. Munro: His evidence was that he advocated earnings index rather 
than a price index. Now, you term the square root— | 


Dr. CuarKk: This was what he proposed to use. | pi 


Mr. Munro: Would you agree that attaching it to that type of index would 
result probably in a larger amount of money coming to the old age pensioner | 
in terms of dollars rather than attaching it to the consumer price index.) am 

Again, I suppose the answer to that would depend on what fraction you 
would be prepared to recommend or whai fraction was adopted by this com- 


fraction might be advisable to overcome the deficiencies of attaching it to the 
price index that you have mentioned? 


Dr. CLarK: I would not like, again, just having the question put up © to 
me like that, to say that it should be 50 per cent. This is the sort of thing 
that requires some thought. This is the sort of thing where I think I might be 
able to, if the committee wished, write a subsequent letter on this after I hao 


Mr. Munro: Thank you, Dr. Clark. You have recommended in your bri 
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1 f, on pages 10, 11 and 12 and further, that as far as limiting any increase 
) 2 per cent you don’t feel that that is advisable, and, in fact, I think you say 
n page 12, paragraph 34: 


If a ceiling on annual percentage increases in the Consumer Price 


4 Index is to be used, I should prefer to see 3 per cent rather than 2 per 
m cent. Obviously this is a compromise proposal. This would reduce the 
¥ lag of pensions behind the Consumer Price Index if inflation in any 


-_ + +year exceeded 2 per cent. 


y 


Dr. CLARK: These were the views I stated before I had gone through Mr. 
Anderson’s evidence, and, if I had read the evidence first and thought about 
it, I would have put them in in place of this. On the question of having the 
pension index go down as well as up, the logic I think of it is that if the aged 
are going to be protected against a loss of purchasing power they should not 
be in a preferred position to the rest of society as prices go down. But as I 
said I recognize that in the realm in which you gentlemen richly earn your 
daily bread, the idea of reducing a Government pension may be as untouch- 
able as the cows in a Hindu village. | | 


Mr. KNow.Les: Mr. Chairman, does Dr. Clark think that that is the only © 


reason that this committee entertains the idea of not providing for a downward © 


change? 
Dr. CLARK: No, I did not mean to imply that, Mr. Knowles. 
Mr. KNow.es: Thank you. 


Mr. AIKEN: I don’t think the committee has anything to do with it, if 
I may be so bold as to say so. It is a Government proposal and if the Govern 
‘ment does not propose to go down that is perfectly valid political comment. 


Mr. Munro: I don’t think it is fair either, but I don’t want to go into 
that aspect. If somebody wishes to pursue that line of questioning, then fine. 
My own question is that, leaving Mr. Anderson’s evidence aside and just 
referring to your own brief, Dr. Clark, I take it from your remarks that you 
are not as enamoured now with the recommendation of 3 per cent after having 
tread Mr. Anderson’s evidence, and you also indicated—and if I am being unfair 
to you you will indicate it—you are not too concerned about the inflationary 
effects of this index system that has been proposed. 


Dr. CLARK: Let me just say one or two things here. If the consumer price 
Index is to be used I would prefer a ceiling of 3 per cent to one of 2 per cent. 
‘If you recall the time of the Korean incident, the consumer price index went 
| up in the one year from 103 to 113.7. Now, on your 2 per cent limit it would 
hhave taken in practice, if that had been in effect at that time, approximately 
-a decade for the pensioners to catch up, whereas if you had three years at that 
3 per cent limit they would have caught up within four years. 

Now, of course, it is perfectly true that there can always be legislative 
action taken in a case like this, and when one sees that the old age security 
pension has been raised substantially more than the consumer price index 
has gone up in the past decade, 873 per cent as compared with 14 per cent, 
one realizes that the members of Parliament are fully aware of this problem. 


Mr. Munro: I am referring to page 10, paragraph 30, of your brief, 
where it says: 


I regret the growing acceptance of the opinion that inflation of 1 or 2 per 
Bit cent a year is acceptable as well as inevitable. The view that such 
ie inflation makes a significant contribution to minimizing unemployment 
is unconvincing to me. 
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Now, again, I would think that you are obviously referring to the fact 
that the Government is recommending a maximum of 2 per cent on the price 
index. How do you reconcile that with your suggestion that we increase it 
LOusnper cent? 

Dr. CLARK: We are really talking about two different propositions here. 
When I am saying that I regret the growing acceptance of the opinion that 
inflation of 1 or 2 per cent a year is acceptable as well as inevitable, I am 
not talking about the Canada Pension Plan at all. | 

However, this is the opinion one increasingly encounters—and you may 
ask what is the reason for this, and the answer is this: This is the only way — 
we can hope to deal with the problem of employment satisfactorily, and I have © 
said that I do not find this a particularly convincing answer. A simple correla- 
tion study over the past 12 years, comparing changes in the consumer index to 
changes in the unemployment, shows a correlation of .007 and even if you 
do it with lags of changes in unemployment behind changes in the price level, © 
it does not significantly change the conclusion. 

Mr. Munro: But, Dr. Clark, in paragraph 30 in the first sentence you are in 
fact relating these observations to us: 

I am concerned that the use of a price index to protect the real 3 
value of pensions will cause the present and future federal governments | 
in Canada to weaken their efforts to maintain the value of the dollar. 


And then you carry on with the other sentences which I quoted earlier. So © 
it would certainly seem from that paragraph that you are relating your conclu- 
sions as to the pension. 

Mr. Pritrire: That sentence could almost be in brackets. This is a difference 
in point of view of economists about the point of view of the economy and 
that is almost an interjection. ) 

Mr. Luoyp: At best, Mr. Prittie, as you observe, the economists are prophets 
of possibilities, and you work from year to year and shoot for targets and Q 
cannot be too precise. You hope you can hold the line and there can be varia- 
tions of judgments made. 


Dr. CLarRK: There are variations of opinion among economists. oe 
Mr. Luoyp: He just does not agree with that and that is all. 
Dr. CLARK: Now, clause 22 is again a minor point. Pa 


Mr. AIKEN: Dr. Clark, before you go on to that I did not realize that you ~ 
were going to leave the point. Shortly stated, your proposition is that if there 
is an index of 2 per cent mentioned in this bill the mental approach to the ~ 
whole economy is one of inflation. Now, I think that we have had witnesses 
here previously who have said that actually the mental approach to inflation 
is almost as serious as the real approach. 

Dr. CuarK: A number of people, as I have said, with or without justifica- 
tion, will come to believe that the Government no longer is confident that 1 
can keep prices stable. 

Now, I went on to say that part of the price, of that fairly widespread belief 
that a mild degree of inflation will continue is that the Government has been 
forced to pay higher rates of interest to compensate people who buy its bonds— 
Canada Savings Bond and the like—and I am concerned about the psychologi-— 
cal aspects of inflation. 

Mr. AIKEN: In the reverse situation, would the absence of a downward | 
reduction of the price index, when there is not very much expectancy on the ; 
part of the Government that there may be such a downward— ; 


Dr. CLARK: The Government does not fear deflation. % 
The CHAIRMAN (Mr. Cameron): Mr. Aiken, if I may suggest it to you, 
we are going through Parts I and II—Part II contains many clauses of the 
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‘ill—and then we have to go through Part III. It is now 10 o’clock. Having 
read Part II members will be able to make their own deductions. 
You can make your deductions, and others who read the brief can make their 
own deductions. I think the brief is very clear and precise. Dr. Clark in para- 
graph 3 is stating that he is concerned, and members can draw their own 
deductions from that. I am only suggesting that if we are going to get the 
benefit of Dr. Clark’s knowledge we have not got the time to go into each 
paragraph. Of course, it is up to the members, but I am only making that 
suggestion. 

Mr. AIKEN: I will be only too glad to accept your advice, Mr. Chairman, if 
Mr. Lloyd and my other colleagues will desist from asking their questions 


three times over. 


| Mr. Luoyp: I think the record will answer this attack on the part of Mr. 


Aiken. We are endeavouring to get on the record some meaningful observation, 
but he is too adept at— 


The CHAIRMAN (Mr. Cameron): Order, gentlemen. 
Mr. MontTEITH: Mr. Chairman— 
Mr. AIKEN: I have asked only two questions this evening. 


Mr. Luoyp: We will give you an opportunity to put some intelligent 
questions. 


, Mr. MontTeirH: Mr. Chairman, may I make an observation. We are all a 
little slap happy. I am trying to be serious when I project this thought. I 
should not say this because I do not want to raise any ruckus in the committee, 
but I thought this was going to happen when we started in on these marathon 
sessions. I think we should call a limit to these sessions in the evening—not 

necessarily at 10 o’clock, because I am willing to sit after that time, but here 
we have a rather comprehensive brief, and I am wondering if by any chance 
the representations to be made tomorrow morning might be somewhat shorter 
than usual if Dr. Clark could stand in the wings and hold himself available 
so that we may continue with him if we finish early. 


The CHAIRMAN (Mr. Cameron): He has indicated he is willing to do that. 


Mr. MontTeitH: May I suggest, sir, that we are all victims of fatigue. I am 
serious, sir, when I say that we are driving ourselves needlessly. We are not 
able to absorb all this. 


Mr. Munro: If I have asked too many questions with respect to the recom- 
mendations of Dr. Clark, as an alternative to the Canada Pension Plan, then I 
am sorry, because I seriously did not understand what he was in fact recom- 
mending. So far as the questions concerning inflation are concerned, no matter 
how hard we have worked I am afraid I would still want to ask Dr. Clark the 
questions I did ask in that respect. I do not see anything improper about them. 

This is a very sizeable brief, and Dr. Clark has obviously done a great 
deal of work on it, and if we are not able to finish it tonight perhaps we can 
Continue tomorrow morning. If that is the feeling of the committee then I am 
agreeable with it, but I do not like these inferences— 

Mr. KNOWLES: May I make a suggestion, Mr. Chairman? 

The CHAIRMAN (Mr. Cameron): Yes. 


Mr. KNOWLES: It may be that there will be no substance in it at all. We 
are getting slap happy all right; indeed, I am not going to talk about the 
subject matter of the bill, but I think with all due respect to Dr. Clark I would 
point out that he deals with a few phrases and then asks for questions, and 
that causes all these interruptions. My suggestion is that Dr. Clark should finish 
his remarks tonight without any more questions from me or anyone else, and 
then let us have the questions in the morning. 
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Mr. Luoyp: That is, if questions are necessary. At the conclusion we may 
not think they are necessary. mah) 


Mr. KNOWLES: Yes. I suggest that we impose upon ourselves the non 4 


asking of questions tonight. “a 


The CHAIRMAN (Mr. Cameron): We want Dr. Clark to go back to Vancou- 
ver with a good impression of this committee. 7 


Mr. MONTEITH: It will be very difficult. 


Dr. CuarK: I shall be happy to accept your suggestion, Mr. Knowles, 

Clause 22 simply deals, it seems to me, with excessively severe penalties — 
in connection with the contributions, having in mind, on the one hand, the many 
opportunities for genuine misunderstanding on the part of the public, and the 
contrast with the meagre rate of interest allowed on refunds. Also relating to. 
the same clause there is the suggestion which, I believe, originated with Mr.g 
Knowles, that since the program is properly charged with administrative — 
expenses, both the interest and penalties collected under this clause should be 
credited to the Canada Pension Plan Account. q 

Finally, there is the matter of the transition period to full benefits. I ns 
—and this is a matter of personal opinion—regard this as excessively short, 
bearing in mind that the benefits are graduated, because I feel that it involves Bi 
unjustifiably large subsidies from future generations of contributors to those 
who will receive benefits in the first decade. ’ om 

I turn now to clause 43, the basic number of contributory months. If we > 
had a somewhat longer period or larger number of contributory months then — 
it would be feasible to increase the percentage of months of drop-out, and this — 
would be helpful to those who had to retire at age 65. As it is now with the 10 — 
per cent drop-out, for example, an increasing number of university students, | 
especially women who will find it hard to earn much in the summer, will have © 
used up their 10 per cent before they have reached age 24. I am suggesting — 
that if the 10 year period is retained it might be appropriate to increase the — 
percentage to 15 per cent, but this would, of course, only benefit those who did 
contribute for at least a decade. Of course, for all such changes, which would — 
cost somewhat more, you will have to decide whether they are worth it. a 

The next is an unrelated clause, as to when a person shall cease to be 


deemed disabled under the Disabled Persons Act of Canada. This is the means _ 
test program. It says: : ‘ 


a 


. 


< 


...the provincial authority will suspend payment of the allowance to — 

any recipient who, in the opinion of the provincial authority, unreason- 

ably neglects or refuses to comply with or avail himself of training, © 
rehabilitation or treatment measures or facilities provided by or available — 

in the province. a : 

I am suggesting that, if there is a need for that in a means test program, there — 
is an even greater need for it in a program that has no means test involved. am 
I point out that there is a corresponding clause in the American Social f 

_ Security Act and I recommend such a clause in this bill. | Br 
I think it highly desirable that, from the outset, there should be an em=i5 
phasis on the rehabilitation of disabled persons. Of course, it does involve co-— 
operation with provincial governments who have facilities for this work. on 
I do not think I need elaborate on the next point, how pleased I am to 

see the Program include pensions for the disabled and widows, benefits for 
orphans, and a death benefit. All of these are very much needed a 
Next comes clause 58. I regard it as unnecessarily arbitrary to limit the 
amount of orphans’ benefits so that the total benefit does not increase signifi- 
cantly if the number of orphans exceeds four. | 


| 


| 
| 
! 
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-__ I come now to the earnings test. This is one of the most difficult parts of 
4 the whole program. I had great difficulty in making up my mind on this 
Pp articular point, because one’s attitude towards it depends so much on what one 
thinks are the relevant criteria by which to decide. I have given the views of 
the American Advisory Council. I have referred to the fact that this test is 
i the most unpopular feature of the American program and I have explained why. 
i have explained the reasons in support of it. There are four criteria which are 
relevant i in balancing these considerations. The first is the principle of adequacy 
of benefits, which certainly supports having such a test, because after all, as I 
_ have said before, we are talking about social insurance and ‘no loss, no benefit” 
is an inherent principle involved with social insurance. The second is the prin- 
ciple of individual equity and what that implies. That implies, I think, that 
the bill does discriminate against a number of people who will decide to work 
after age 65. This would happen in Canada: it happens in the United States, 
-as Mr. Myers has said. 
Then you have got another consideration. Do you think it is socially 
_ desirable to encourage people to work after age 65? Are you trying to get them 
to withdraw from the labour force? , 


Then you have, finally, the consideration of the costs involved in making 
_ the test somewhat less restrictive in its operation. 


I have included my own views that the test is excessively restrictive in its 
"present form. As a compromise, I have suggested raising the one dollar for two 
dollar band of income from an initial maximum figure of $1,500 to $2,000. 


3 I would like to make one other comment in relation to the earnings test, 
_ and this is not included in my evidence before you. I observe that the definition 

of income which is going to count for the earnings test is a different and a 
y broader definition of income from what is used for obtaining contributions. This 
"seems to me to be unfortunate. I should have thought it would be better to use _ 
the same definition for both. I am thinking partly of administrative considera- 
_ tions here. For example, if a person goes outside the country and works, it 
would be very hard to find out if he is reporting the income to you so that 
he can compile this. I think that if you use the same definition it would be 
easier to handle administratively. 


rs 

ae I do not need to comment on clause 85. Clause 107, communication of 
privileged information, also requires no comment. 

4 I come then to limitation on payment from the consolidated revenue fund. 


es is a point on which I feel strongly. The idea is put in almost, I will not say 
in an offhand way, but it is put in in an indirect way. What it says in effect is 
that the program will require to be self-supporting, so that if revenues run out 
m° pay benefits at some future time, as the actuary predicts, Parliament would 
have to take action either to provide the revenue instead from the consolidated 
"revenue or from some earmarked tax, or from revenue raising contributions. 
wit is interesting to note that the yA at Government has insisted that its 
oe of Old-Age, Survivors and Disability Insurance be kept self-support- 


ing. 


It is very easy for the public not to understand what is involved in the 
financing of this, because one major reason is that flat plus graduated pensions 
bes ill come from at least four sources; partly from personal income tax, partly 
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government will be there. It is particularly easy to raise pensions more than they 
should be in relation to other government expenditures, simply because the 
impact of a lot of the burden can be deferred to future generations. They will 
have to pay more. In contrast, if you want to raise family allowances, you have 
the immediate cost right there to balance against it. I think this makes a 
difference. Therefore, I should like to see an emphasis, a declaration by this — 
committee, saying that they are in favour of having this program financially 
self-supporting. : 
I hope, too, that they will give their support to the principle of equal 
employer-employee contributions. This is not necessary, I realize, in order to 
obtain the money. It could all come by just taxing employers, as is done in 
Sweden, but psychologically it is a good thing for people to have to contribute. * 
This is one of the reasons why the American program is as popular as it is with 
the man in the street—because he thinks “I contribute to this, this is something 
I earn by contributions that I make.” He overstates the extent to which he 
paid for his benefits, but it certainly adds to the psychological appeal of that 
program. 
As so many people said to me when I was investigating it several years 
ago, “This is not something that the Government hands to us, this is something — 
that we are doing for ourselves,” so I think it is valuable to have an employee 
contribution in as well. ie 
I come now to clause 116, the position of the chief actuary. Such an 
individual is in a critical role in this program, just as Mr. Myers has been in the > 
United States, because actuarial computations are extremely complicated and 
those who are non-actuaries have to depend to a large extent on the figures 
that he supplies. I think it very important to enhance the prestige and the 
position of the chief actuary. That is why I would like to see this individual— 
and I esteem Mr. Clarke most highly in this position—responsible directly to 
Parliament and not simply to a cabinet minister. This would mean that he > 
could be dismissed only by Parliament. I do not think it would necessarily — 
mean that he would have to be appointed by Parliament. It also would mean 
that his reports would be made to Parliament. a 
In the same clause there is a reference to long-range forecasts and a 
reference that the actuary must make forecasts for at least 30 years. I want 
to point out that, since you cannot see the full cost of any proposal for amending 
on increasing benefits and the like within a range of 30 years, it is important _ 
should you have forecasts for a much longer period of time. This does not Rs 
mean that you will assume conditions will remain unchanged for 50 years — 
or so, but that you will be able to assess the long-range cost implications and — 
benefit indications of what you are doing. It is with this in mind that the — 
Advisory Council in its 1965 report in the United States says that the long- 
range cost should be projected by the chief actuary for 75 years. Everyone 
knows perfectly well that there will be many changes in that space of time. — 
In clause 117 I refer to the advisory committee set up under the bill. Is 
was very happy to see this included, because such committees have been very 
constructive and have made an immense contribution both in the United States 
and in Britain. ,, 
‘The man who is in charge of the American program, Mr. Robert Ball, told | 
me several years ago, in conversation, that most of the best ideas for reformin 
that program that had been put into effect come from the successive advisory 
councils and not from the members of Congress. Members of Parliament 
would doubtless contribute more in this country. . 
Mr. Chairman, that completes the comments I wanted to make in relatio 2 
to the clauses of the bill. 
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After the weary day, Mr. Chairman, you might feel that you wish me to 
desist. I have some statistics that I would like to pass out to you, which you 
might like to have for light reading—it is a single sheet—between now and 
er morning. I can explain in a very brief moment what I have in mind 
here. I notice that the Economic Report on the Canada Pension Plan, an 
excellent report prepared by the Department of Finance, tells about the impact 
of the Canada Pension Plan on business. It speaks of business pretty well as 
an entity, but it did not speak to a significant extent of the different impact 
of the plan on different industries. In the very short time at my disposal I 
endeavoured to deal with this problem. 

I wrote this brief in Vancouver, but in Toronto Mr. Anderson asked me 
if he could take my brief home with him to read it over night, and I said yes. 
So he called me the next day and said, “I have some statistics for you—yours 
are incomplete, you give only some industries. So I went home and put in all 
the industries, and I give it to you as a gift. This I have taken from the 
Dominion Bureau of Statistics, and it is comparable for all industries. Both this 
sheet and the tables in my brief are an endeavour to compare the difference 
of the impact of the Canada Pension Plan from one industry to another. Also 
I have attempted to show the range of differences within certain industries. 

Now, all of this is in no sense a criticism of the bill. Any bill you have 
for providing income for the aged will have to be paid for, and in whatever 
way it is financed it will have some different effect on industries, so this is 
just for factual information, nothing further. 

Lastly, on the relations between old security, old age assistance and the 
Canada Pension Plan, I think I might deal with that tomorrow morning, for 
weariness enshrouds your faces. Thank you for your patience. 


Mr. Monro: I just wanted to indicate, Mr. Chairman, that we shall have 
the Social Workers here at 10 o’clock. Presumably we will have finished with 
them in time to hear Dr. Clark again, but in all fairness to him I think he 
should be advised that the Social Workers were given an appointment for 
10 o’clock. 

The CHAIRMAN (Mr. Cameron): Yes. Mr. Munro is suggesting we may run 
out of time; we are not certain. 

Dr. CLARK: I am certainly willing to carry on this evening, as long as you 
‘gentlemen have the patience and endurance to stay. 

Mr. MontreItTH: I am sorry, we are running out of endurance. 

Mr. KNOWLES: With respect to tomorrow, Mr. Chairman, the Social Workers 
‘brief does not look like one that will take all the morning. It is composed of 
‘seven pages. However, the Canadian Congress brief— 

| The CHarrman (Dr. Cameron): That will be heard in the afternoon. 

| Mr. Knowtes: I suggest that we adhere to the commitment that we made, 
‘for the Social Workers to appear before us at 10, and the Canadian Congress 
jat 2.30. Probably Dr. Clark could be heard between 11.30 and 12.30. 

Dr. CLARK: That is agreeable. That would allow an hour. 

The CHarrMAN (Mr. Cameron): Senator Fergusson will be in the Chair, 
and I am sure with the co-operation of the committee good progress will be 
“made. 

Mr. Monterrn: She will keep us in order! 

Mr. KNow.Es: She is partial to social workers. 

- Mr. Luoypn: I am not in a hurry and I am not weary, but I shall go by the 
Majority wish only. I am quite prepared to stay. 
Mr. Gray: I am also prepared to stay, Mr. Chairman. 
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APPENDIX A27 


FEDERAL SUPERANNUATES NATIONAL ASSOCIATION 
Office of National Secretary-Treasurer 


2696 MacDonald Drive, Victoria, B.C. 


a. 
* 
u 


SPECIAL BRIEF i 


Thank you for your request as received from the Clerk of your Committee, 
dated November 26, 1964. 


Further to our National Secretary-Treasurer’s letter dated December j 
1964, addressed to the Clerk of your Committee, we are now pleased to sub- 
mit the following Special Brief, issued on behalf of, and with the authority and 
backing of the members of the Federal Superannuates National Association, 
now organized from coast to coast, and representing, presently, approximately. 
37,000 Federal Civil Service Superannuates and widows. 4 


This Brief, detailed especially for your Committee’s consideration, and 
report, is issued “without prejudice” to all prior, or subsequent briefs if any, 


ment Member, or Official, duly appointed by the Prime Minister to receiv 
and reply to such briefs and submissions. a 


This Special Brief and all prior briefs above referred to, request parity | of 
pensions to ail Superannuates, in order to restore the purchasing value of th ve 
dollar, from its now low value of approximately 37 cents to $1.00. Such parity} 
increase would be governed by the classification, grade, and years of service 
of the Superannuate, and would be based on parity with Federal Civil Servants 
currently retiring on pension with the same classification and grade; the or ly 
differing and controlling factor being the number of years of service, which 
of course, governs the ultimate amount of pension received. & 


The Government’s response to date on all briefs submitted has been dis- 
appointing, and bluntly negative. The Prime Minister in replying to oul 
National Secretary-treasurer’s letters, dealing with the briefs submitted, 
stated various objections, or should we say excuses, to support the Government 
refusal of our requests to obtain a better financial deal for all Federal Super- 
annuates who are presently in large numbers suffering from dire financial n 
and in some cases virtual poverty, solely due to the shrinking purchasing po 
of the pension dollar from the date of his, or her, retirement. Surely 
Government has to accept some responsibility for this shrinkage in purcha 
power, since they, and they alone, are the only ones in a position to counterac C 
or supplement the ever-increasing cost of living, which we are told is dl a 
in part, to the increase of our National Productivity and to the overall increas 
of our National Standard of Living. ae 


The following statistics taken from the Session Paper No. 63-A p aces 
before Parliament on November 28, 1962, by Mr. Stanley H. Knowles, | ME 


is supporting and self-explanatory, showing the range of monthly income ess 
xa 


rey . 


No. tees No. Widows at 


Income Range (per month) Civil Servants 50% Pension 
) Receiving less than $20.00 per month ........ 348 1,420 
Pereceivinies $2000 to S29000 ee clea 1,191 1,555 

RECEIVING S30/00/:L0 SOO. 99 ik eee le oh cay ae alias ue 1,662 1,493 
Receiving $40.00 t0:'$49,00 oo. oe ed oe 1,576 1,293 
Receiving $50.00 to $59,99 ole ek oll 1,451 1,156 
Receiving $60.00 to $69.99 ............00008 1,340 1,008 — 
Receivins $7000.10 $79.99) dk ee seis ke 1,240 944 
Receiving $80:00 to $89.99 ©. 00. edo daa le. 1,200 617 

} Receiving $90.00 to $99.99 ...........0eeeee 1,129 483 

(3) Receiving $100.00 to $149.99 ............... 5,105 1,207 

Me) Receiving $150.00 to $199.99 ............... 3,448 254 

@) Receiving $200.00 to $249.99 .........0eeeee 2,155 76 

gD Receiving $250.00 to $299.99 ...........000- 1,043 24 

N) Receiving $300,000r overs) 0 ue 2 aug 1,240 14 

7 24,128 11,544 

i 

: Total Retired Civil Servants .......... 24,128 

: Total Widows at 50% Pension ......... 11,544 

. | 

: KTP ATEN HOLD AL ili cee Mord Wee cy SiG) el 35,672 


Note: Approximately 33% are Widows who receive only 50% of Male’s 
pension. On behalf of these Widows we are now requesting that the Widow’s 
percentage be raised to 75% and furthermore, that full pension be paid to 
“Widows for one (1) year following the death of Pensioner, in order to give 
the Widow a little time to reduce her financial overhead and commitments 
so as to be in a position to live on her reduced income. The Minister of Finance, 
n his letter to this Association dated April 3, 1964, has promised to earnestly 
consider raising the Widow’s percentage at such time as the Government is 
“reviewing proposed amendments to the Public Service Superannuation Act. 


-_ One of the points that the Prime Minister has put forward to the members 
of this Association is that to accede to the representations made on behalf of 
y etired Civil Servants would be a form of discrimination against the majority 
_of Pensioners, other than Federal Superannuates. Obviously the Prime Minister 
Was talking with tongue in cheek—politically. 

. We have difficulty reconciling this statement with the fact that the Govern- 
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could and should do something to help the Federal Superannuates who are also 
taxpayers and who were its former loyal empoyees, many of whom also 
served as Veterans of the First World War. 


We must again emphasize that Parity is still our prime request and 
objective which, when tied in with a periodic Cost of Living review and adjust- 
ment such as projected in the Canada Pension Plan, will protect Superannuates 
against any future rise in the Cost of Living. 


Excuse #2 


Another excuse put forward by the Prime Minister is that any increase 
or adjustment made to the present pensions of Superannuates would have to 
sooner or later be an additional charge to the Canadian Public taxpayer. He 
cites a 1958 adjustment, the benefits of which were payable under the Publi 
Service Pension Adjustment Act and charged yearly as an additional budgetary 
expense to the Canadian taxpayer. 4 


Our response to this line or argument is that we are all taxpayers and 
therefore we are not particularly concerned with the “modus operandi” of just 
where the Minister of Finance, or Auditor General, elects to place the charge, 
The Government of Canada does not hesitate to give away $7,000,000 to under- 
privileged and undernourished Nations or sell highly subsidized wheat to Russia 
or China. These transactions all greatly effect the capital and revenue account 
and ultimately the Canadian Taxpayer. Let us first exercise our charity ant 
humanity by adjusting underprivileged conditions on our own Home Front = 
Charity, truly, begins at home. 


Re: Superannuation Account 


present Superannuation Act is growing and has been steadily growing yearly. 
If the present growth is maintained, the Superannuation Account with added 
interest will be approximately Four Billion Dollars in eight years’ time. 


$66,361,514. The total disbursement from the Superannuation Account for the 
same period (1963) which includes all pension payments to Federal Super-— 


Under the provisions of the Public Service Superannuation Act, the Govern “ 
ment of Canada is required to contribute dollar for dollar paid into the Super- 
annuation Account by the Federal Civil Servant. Perhaps you are also aware 


matching contributions. (According to the Glassco Commission Report, Volume 
3, Page 291) If the interest on this unpaid contribution has not been paid, the 
overdue yearly interest (@ 4% simple interest) alone on this unpaid amount | 
Should be quite a substantial amount. a 

Much talk and bally-hoo has and is being circulated that the Superannu-_ 
ation Fund is actuarily unsound. It has even been stated by Government 
officials, that the Superannuation Account is merely a bookkeeping entry. 

A classic example of this double talk is contained in a recent letter written 
by the present Minister of Finance, dated December 7th, 1964, addressed to 
Mr. Barry Mather, M.P. for New Westminster, B.C. Mr. Gordon stated in su a 
stance that it is erroneous to say that the Superannuation Account contains 
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sufficient funds to take care of the pension increases requested by the Federal 
- Superannuates. He (Mr. Gordon) offered as proof of this remark that as the 
- result of an actuarial survey conducted as at December 31st, 1962, it was 
_ established that there was not sufficient funds in the Superannuation Account 
~ to meet the combined obligations to Federal Superannuates and all Federal Civil 
- Servants presently on active duty. In other words, if every active Federal 
Civil Servant presently operating the affairs of Canada suddenly in one day 
arrived at the age of 65 years or elected to go on pension together with Federal 
Superannuates, the Superannuation Fund would be short coverage in amount 
of $110 million. 


. Not only is this premise ridiculous in assuming that the Government of 
Canada could or would suddenly denude itself of all active Employees, but is 
also factually impossible to assume that all Federal Civil Servants will arrive 
at the age of 65 years within the same day, month or year. 


Gentlemen! The Government of Canada is the Legal Custodian and 
Administrator of this Superannuation Account since 1924, and of couse is 
responsible for its use and safekeeping. The Government forgets, or overlooks, 
the fact that a considerable number of our Federal Superannuates were 

- experienced and certified Public Accountants and Auditors in the Government 
Service, and are fully competent to analyze and assess the real and actual value 
of the Superannuation Account regardless of Government inuendoes. 


.< 


We are not presently concerned about the safety or solvency of the Super- 
annuation Account; at least not until the proposed amendment to the Super- 
 annuation Act is made known. We will then be vitally concerned. The Prime 
- Minister has definitely stated that we will be consulted before any amendment is 
_ presented to the House. We shall expect this promise to be honoured. What we 
and all other Federal Civil Servants—active or superannuated—are greatly 
_ disturbed and concerned about is that in view of the partial integration and 
diversion of Federal Civil Servants’ contributions from the Superannuation 
Fund to the Canada Pension Plan. The big, big question is:—-when does the 
Superannuation Fund receive this $602 million arrears, if and when partial’ 
integration is effected under the Canada Pension Plan legislation or is it to be 
buried or quietly expunged. We, the Federal Superannuates, will be keen and 
active observers. 


Incidentally, the Standard Dictionary defines the word “integration” as 
“making into one whole’. The question arises, regardless of the Prime Minister’s 
recent emphatic statement that the Superannuation Fund will not be absorbed 
into the Canada Pension Plan. If we take integration literally, as defined, it 
might well be that it is the Treasury Board’s present intention to obtain greater 

_ legal dominance over our Superannuation Fund with a long term view to 
ultimately absorb or totally integrate same into the Canada Pension Plan. 


The Federal Superannuates will be vigilant observers and will not hesitate 
to take whatever action is necessary, either legal or political or both, to protect 
our “Legal Rights” and interest in the Superannuation Fund over future months 

and years. The “Legal Right” of the Federal Civil Servant—active or super- 
annuated—was finally and correctly admitted by the Government and confirmed 
by the passing of an amended Act dated January Ist, 1954, indicating, quite 
clearly, that the equitable, beneficial ownership of the Superannuation Fund 
is vested in the Federal Civil Servant—active or on superannuation. This “legal 
right” declaration of January 1st, 1954, is not now contestable under Canadian 
Law, since it was passed and ratified by the Government of Canada being the 
_ Highest Court of Appeal. We have a very definite reason for discussing the 
% Superannuation Account at length and in disclosing the Superannuation Ac- 
count’s actuarily sound and liquid financial condition. 
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ss We have persistently pointed out to the Government that the Superannua- 


___ tion Account has more than adequate funds available to take care of our Federal 
_ Superannuates requested adjustment without damaging or infringing the 
y “rights” and benefits of either the active Federal Civil Servants or subsequent 


Superannuates. | } a 
ag By employing the Superannuation Account funds, which is actually a 
__- pension fund account, instead of the procedure adopted in the 1958 adjustment 
ie, via the Public Service Pension Adjustment Act), where the benefits payable | 
_ were treated as a yearly budgetary expense, the charge against the Canadia a 
_ Taxpayer would be unnecessary. a 
The following tabulation will, we are sure, present a picture of the Life 
Expectancy of the present group of Federal Superannuates and will indicate 
approximately how long these requested increases in pension will have to be 
Po) paid, “fl 


"a 
i 


Poi iwhetinement Year Age to date 


@ 65 years 1964 Observations 4 
1947 82 Male & Widows (mostly widows 
1948 pn 81 2 ” — @ 50% pension) 
1949 80 99 99 4 
ees 1950 NOD et zs 4 
os 1951 Asan ” q 
Bit 1952 Uh oS 4) (about even) j 
i : * 1953 New actuarial life 76 ¥ ” (about even) 
Lea expectancy 
aes 1954 75 2 ” (about even) 
ay 1955 74. Male mostly 
et 1956 73 ‘i i 
be: 1957 2 Fe ” 
Bh, 1958 71 ” ” 
a 1959 70 99 9 
ee 1960 69 —=ié«‘ ” 
hi by Se 1961 68 ” 93 
ie i. * 1903 ee Ne * 
A 1964 pee tava 4 
ee From above figures it will be clearly seen that over 50% of present 
ey _ Federal Superannuates will have passed on to what we hope will be a more just. 
__ reward in approximately five years, and the balance in approximately ten years. 
a This means that before the first five years of operation of the Canada Pension 


5 Plan, 50% of the increases awarded to Federal Superannuates will have been 
ey _ liquidated as a liability, and when the Canada Pension Plan comes into full 
effect, i.e. in ten years, all or most of the remaining presently pensioned Super- 
annuates will have passed on; thereby totally liquidating all pension liabilit re 
Way é except in instances where the Widow substantially outlives the Male. 


Conclusion: ‘fi 
eb : 


Gentlemen! At the risk of being rather voluminous, we have endeavoui ed 


- 


_to present our Brief concisely, emphasizing our claim for Parity of Pensions on 
a prescribed basis, and also to ask that the percentage for Widows Pensions be 


> 
- ft 
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48 time and funds to rearrange her financial and domestic affairs to cope with 
a reduced income. 

- In an endeavour to simplify your rather onerous task we have given you 
ogressively, the Government’s reaction to our briefs to date, together with 
3 considered rebuttal. 

} 


We are aware that partial integration of the Public Service Ra Reve al Bose, 
Plan with the Canada Pension Plan has been studied and certain recommenda- 
tions made by the Superannuation Advisory Committee, which is a body 
appointed by Government through Order-in-Council, and represents both 
Official and Staff Side. Federal Superannuates have long felt that they too 
should have representation on this Advisory Committee as they through con- 
tributions made to the Superannuation Fund during their employment have 
an interest in this Fund and certainly should have a voice in deliberations and 
decisions as to what is to transpire in the future with regard to this Fund. It is, 
therefore, urged that immediate steps be taken to provide a seat on this Advisory 
Committee for a representative of the Federal Superannuates National Associa- 
tion. 

‘ In conclusion, may we state frankly we believe Federal Pensions should 
be discussed with an integrity which looks beyond immediate political partisan 
advantage, to the lasting welfare of its former employees, as well as those who 


will follow after. 
If there is anything further that we can do to assist you in your delibera- 


tions, please do not hesitate to advise. 


; On behalf of all needy Superannuates, we earnestly solicit your favourable 
consideration to our Brief. 
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APPENDIX A28 


Answers to Questions Raised by Senator Croll and Mr. Knowles 
on Wednesday, January 20, 1965, at the Afternoon’s Session 


~* 


1. Question: What would it cost to provide a pension of $75 a month 0 
widowed and single women, and to disabled persons, between the ages of 
65 and 70? 


Answer: It is estimated that the cost of a $75 a month pension to 119,167 
single women and widows aged 65 to 69 in 1966 would be $107 million. Of 
the remaining 402,833 persons in that age group, if the prevalence rate for 
disability is assumed to be 10 per cent, a $75 a month pension for such peop et 
would cost $36 million in 1966; if the rate is assumed to be 15 per cent, t 1€ 
cost would be $54 million. (On page 549 of the Proceedings, the Actuarial 
Report gives an ultimate prevalence rate of 9.3 per cent for the age grou 
60-64.) 

In 1970, 132,900 single women and widows aged 65 to 69 receiving $75 
a month would cost about $120 million, and 45,000 to 67,000 disabled persons 
in the same age group would cost from $40 to $60 million. a 


D 


a 
ie f 


; 
2. Question: What would it cost to increase the old age security pension 
from $75 to $80 for those aged 70 to 74, to $85 for those aged 75 to 79, to $90 


for those aged 80 to 84, to $95 for those aged 85 to 89, and to $100 for those 
aged 90 and over? s 


Answer: It is estimated that in 1966 there will be 984,000 people aged 
70 or over, and in 1970 there will be 1,048,000; at $75 a month, pensions for 
these people will cost $885.6 million and $943.2 million respectively. 4 


The total cost of higher pensions for these people is set forth in th e 
following table. : 


Annual 1966 1970 Z 
Age Group Benefit Persons Expenditures Persons Expenditures 
$ 000s $ million 000s $ million 


70 to 74 years 960 411 395 434 417 @ 
75 to 79 years 1020 304 310 311 317 
80 to 84 years 1080 173 187 195 211 
85 to 89 years 1140 72 82 81 92 
90 and over 1200 24 29 vA 32 


Total 984 1003 _ 1048 1069 
The extra cost of providing the proposed age-related pensions wo Id 
therefore be $117.4 million in 1966 and $125.8 million in 1970. ; 


Po 


3. Question: What would it cost to increase the old age security pension 
from $75 to $85 for those aged 70 to 74, to $90 for those aged 75 to 79, to $95 
for those aged 80 to 84, to $100 for those aged 85 to 89, and to $105 for those 
aged 90 and over? | 


4 


bis can aN . c 
| a iieked pensions bs eau ec 
Ann aa PRP ema Toga ae a raat 
Benet . Persons - ‘Expenditures _ f Persons Bependin 
| $ million 7000s _— 
nia 1020 igi . 419 
; . 1080 a: 328 
os ) to 84 years 1140 ¢ | | 197 
35 to 89 years 1200 86 
and over 1260 30 


Total 984 1060 1048 1132 


The extra cost of providing the proposed age-related pensions “would 
herefore be $174.4 million in 1966 and $188.8 million in 1970. 


: Re search and Statistics Division, 
January 1965. 
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APPENDIX A29 


SUBMISSION OF THE NATIONAL LEGISLATIVE COMMITTEE 
INTERNATIONAL RAILWAY BROTHERHOODS 


1. The National Legislative Committee, International Railway Brotherhoods, 
is a voluntary association of Railway Unions, established in 1909, rep 
railway workers in Canada. 


2. The representatives of the employees of both the Canadian Pacific Rail- 
way and Canadian National Railway Pension Plans, who have been duly selected 
from and among the General Chairmen of the organized classes of employees, 
join with us in presenting this brief. 


3. We believe that there is a need in Canada for the type of Pension Plan 1 
that the Government has outlined in Bill C-136, and we favour the principle 
of a contributory, wage-related plan under Government auspices. a 


a, 


4. It has been reported that the regulaion of Private Pension Plans in such 
matters as portability and solvency is a matter of Provincial jurisdiction. fi 

do. This obviously leaves a gap in the regulation of private pension plans, 
when one considers those industries that fall solely under Federal jurisdiction. 4 

In this regard, we respectfully recommend that concurrent with the enact-— 
ment of a Canada Pension Plan, legislation be enacted for the purpose of regulat- y 
ing Private Pension Plans coming under Federal jurisdiction. Further, it is our 
understanding that the Provincial Governments have agreed to establish uniform ne 
regulations to govern Private Pension Plans and we suggest, that the Federal 
Legislation contain the same provisions. 


6. Such regulations would ensure to employees working in industries under 
Federal jurisdiction, the right to transfer pension credits and contributions 
from one private plan to another. 


7. The whole problem of the maintenance of pension credits by employees, 
who move from one job to another, was considered in a report on Pension Plans 
and the Employment of Older Workers, prepared by the Interdepartmenta Le 
Committee on Older Workers and published by the Department of Labour and 
that Committee found there existed a need for portability and vesting provisions 
in existing Pension Plans in Canada. 


8. Other matters in addition to portability and vesting that should De 
considered in the drafting of regulations are solvency and the proper investment 
of pension funds. 


9. While, as we stated earlier, we favor the principle of a contributory 
wage-related pension plan under Government auspices, the employees we 
represent are deeply concerned as to the effect the introduction of the Ca 
Pension Plan will have on their existing pension plans unless steps are ta 
by the Government to protect their rights. 


-_-& 


10. Pension plans have been in effect on the Canadian Railways for upwa ards 
of thirty years, and they are now a condition of employment for emplo te. 
entering the service, but in no case is the pension plan a part of the contractu: 
relationship between the employer and the employee. 
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_ 11, The employees of the Railways desire that the Canada Pension Plan 
supplement their existing plans, but almost simultaneously with the announce- 


7. 12. We suggest that a project that will affect almost all Canadians, such as 
7 the Canada Pension Plan, should have the same relative effect on all Canadians. 

If an employer who now contributes to a pension plan is permitted to recoup 
e. his contributions to the Canada Pension Plan by reducing his contributions to 
_ the existing plan, he will gain a definite advantage thereby over the employer 
_-who does not now contribute to a pension plan. 


13. For the Canada Pension Plan to have the same relative effect on Cana- 
_dian Railway workers as on other Canadian workers, the plan must be supple- 
mental to the existing Railway pension plans, and this is what is desired by 
the workers we represent. 


14. We are disturbed at the attitude of the Government of washing its hands 
of responsibility in the matter of private pension plans, and on behalf of the 
- workers we represent we earnestly request this Committee to recommend that 
a provision be added to the Canada Pension Plan Act which would prevent the 
integration of pension plans on Railways under the jurisdiction of the Federal 
Government with the Canada Pension Plan without the approval of the 
employees participating in such plans. 


15. We submit that the Government will incur responsibility for protecting 
_ the rights of employees presently participating in pension plans when its plan 
_ becomes operative because it will be introducing a compulsory pension plan 
into arrangements which have been reasonably satisfactory to the employees but 
~ over which those employees have little or no.control insofar as revisions to the 
- pension plans are concerned. 


16. If the Railway pension plans were part of the working agreements 
between the Railways and their employees, we would not be here today, but they 
are not. For that reason, and because we believe the Government should accept 
responsibility and protect the interests of the employees, we are Lee 
this Commitee to make recommendations to that end. 
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APPENDIX A380 


ESTIMATES RELATING TO OLD AGE SECURITY PROGRAMME 


Request — 


During the evening session of the Committee on December 14, 1964, Mr. 
Moreau asked : 


“Could you tell us approximately what payroll contributions would be. 
required to raise the equivalent of the sum of money that we are collecting 


under the present means of financing the O.A.S. plan? Do you think it 
would be five or six per cent?” 


During the morning session on December 15, 1964, Senator McCutcheon 
asked 
“Have you made any calculation to show what is the total cost based on ~ 
covered earnings of the old age security and the proposed pension plan © 
in respect of percentage of covered earnings?” ‘ 


Similar requests have been made in some of the briefs submitted to the 
Committee. 


Estimates 


Two sets of estimates of total outgo in future years for all of Canada 
under the Old Age Security programme, amended as proposed in Bill C-136, — 
are presented in Schedule 1 below. The set of estimates designated as A was — 
based on the low fertility—low immigration populations described in the actu- 
arial report and on the assumption that OAS benefits would increase from 1967 — 
onwards at an annual rate of 14% to 1975 and 2% thereafter. The set of estimates _ 
designated as B was based on the high fertility—high immigration populations 
and on the assumption that OAS benefits would increase from 1967 onwards 
at an annual rate of 14%. Subject to the availability of reduced pensions at — 


ages under 70 for the years 1966 to 1969, for both sets of estimates it was — 
assumed that 


(a) for males, 51% of the population would elect to take reduced OAS” 


benefits at age 65 and a further 3% would so elect at each age 66 
to 69, a 


(b) for females, 87% of the population would elect to take reduced OAS © 
benefits at age 65, a further 2% would so elect at each age 66 and 
67 and a further 1% would so elect at each age 68 and 69, and ~ 


(c) the remainder of both the male and female populations would receive - 
full benefits at age 70. 


- 


Also shown in Schedule 1 is the excess of benefit outgo under each of the 
A and B sets of estimates over 


(a) estimated benefit outgo if payments were to remain at $75 per month 
to persons aged 70 and over, and 4 


(6) estimated benefit outgo if payments were to be made to persons — 
aged 70 and over at $75 per month increased from 1967 onwards at 


the annual increase rates specified for the A and B sets of estimates, 
as applicable. : 


Sea ene ee ee eee 
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Schedule 1 


Estimated Benefit Payments under OAS 
for all of Canada 


(in millions) 


Outgo under Excess over outgo Excess over outgo of $75 


Proposals of $75 per month per month, increased 

in to pop’n aged from 1967 onwards, to 

Bill C-136 70 or over pop’n aged 70 & over 

A B A Excess B Excess A Excess B Excess 

1966 Seo. S39 75,3 $ 645 $ 64.9 $64.5 $ 64.9 
1967 1,044.2 1,050.2 123.7 124.8 123.7 124.8 
1968 1,130.0 L,lo7.o 194.8 196.8 180.7 182.7 
1969 1,213.0 1,223.1 262.8 265.6 234.0 236.6 
1970 1,293.4 1,306.1 321.) 331.6 283.4 287.1 
1971 1,316.2 1,330.6 Jost 337.9 273.0 277.0 
1972 1,341.7 1S a al 340.8 345.7 263.4 267.6 
1973 1,370:2 1,388.3 349.9 355.6 254.5 259.1 
1974 1,402.3 1,422.6 361.0 SOT.E 246.7 251-1 
1975 1,438.7 1,460.7 374.5 381.0 239.9 244.4 
1980 1,717.5 FLO 501.7 470.4 205.4 205.6 
1985 2,097.4 2,049.8 678.8 595.7 149.5 148.8 
1995 3,193.1 3,015.0 1;321.6 1,074.5 60.3 70.6 
2005 4,296.4 4,005.4 2,136.1 1,702.4 —111.7 —49.8 
2015 6,156.2 5,666.3 Dose 3,053.0 348.0 325.9 
2025 9,926.6 6,763.9 5,161.1 Sa tek 2683 


8,719.0 


In Schedule 2 is shown the relationship of estimated benefit payments 


under the OAS programme for Canada excluding Quebec to the contributory 
earnings amounts estimated for purposes of the actuarial report on the Canada 
Pension Plan, that is, the estimated total amounts of earnings falling between 
the contributory earnings lower and upper limits of workers in Canada exclud- 
ing Quebec who will contribute under the Canada Pension Plan. The assump- 
tions relating to populations, rates of increase in OAS benefits and election for 
reduced benefits under age 70, where applicable, are those described for pur- 
poses of Schedule 1 above. The assumptions as respects the annual rate of 
increase in average earnings were 3% for the A set of estimates and 4% for 
the B set of estimates. 
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Estimated Benefit Payments under OAS for Canada excluding | ; 4 
Quebec expressed as Proportions of Contributory Earnings 


estimated for purposes of the Actuarial Report on the ea 
Canada Pension Plan dated November 6, 1964 BS 
Outgo under Outgo of Outgo of $75 per month 
proposals $75 per month increased from 1967 4 
at i in to pop’n aged onwards, to pop’n aged 
Pere cs OAT Bill C-136 70 & over 70 & over 4 
ae aia A Assump- B Assump- 
a | if: A B A Pop’n B Pop’n tions tions ” 
Ng 1966 6.21% 5.81% 5.81% 
Pee 1987) 6136 5.63 5.63 
ee 1968 6.55 5.46 5.54 
Pas 1969," 6.70 5.30 5.46 
oo 1970 6.88 5.15 5.39 
Bo 1971), “6.68 5.02 5.33 
| 1972, 6.49 4.88 5.26 
1073 4-635 4.77 5.21 a 
1974 6.22 4.65 5.16 a 
eee it, A97S) wi G18 4.57 5.14 a 
a ; 1980 5.48 4.56% 3.89 3.31% 4.84 4.02% 
Pete iy 1985) 24 3.89 3.05 2.53 4.88 3.30 
ee 1995 4,92 3.01 2.90 LOB ul ee eB6 2.96 
me. 2005 (4.06 2.04 2.05 1.18 4.19 2.08 
ey i 2015) 3.78 1.49 1.42 69 3.54 1.40 
ee) (2025 4.27 1.23 1.36 50 4.11 119 
eh ‘a 
- (Note: The reason that the columns for the B set of estimates and the 


a columns related thereto are blank until the year 1980 is that contributory earn 
} ings for the short range (1966 to 1975) were estimated only on the basis of the 
low fertility—low immigration population assumptions for purposes of 
ee actuarial report. Since there is no financial effect arising from fertility in f 
early years, little effect from immigration, and all other assumptions except that 
in respect of the rate of increase in average earnings are the same for the A 
and B estimates until 1975, the B column figures to 1975 would be close to those 
_ shown for column A.) az 


Department of Insurance 
Ottawa 
January 21, 1965 
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BRIEF TO THE SPECIAL JOINT COMMITTEE OF THE SENATE 
AND THE HOUSE OF COMMONS ON THE CANADA PENSION PLAN 


(1) I appreciate the high honour of being invited to give evidence to you 
on the Canada Pension Plan. 


(2) I divide the brief into three parts. The first is a short statement ot 
preference for a flat rate benefit structure over a graduated or earnings- -relate¢ 
benefit structure. Bill C-136 having passed the House of Commons with ne 
opposing vote, I am in the position of a solitary man marooned on a small 
Arctic iceberg, watching the distant shore-line recede. He can scarcely expect 
the continent to move in his direction. In the second part I give a series 
of comments within the framework of accepting the fact that we shall have 
in Canada a contributory pension program with graduated benefits. Brief com- 
ments on the differences in import of the Canada Pension Plan on various major 
industries are included at the end of this section. Comments on the relation 
between Old Age Security, Old Age Assistance, and the Canada Pension Plan 
constitute the last part. 


PART I 

A Statement of Preference for a Flat Rate Benefit Structure 

(3) The case for a system of flat rate pension, survivor and disability 
benefits is based on one’s philosophy of equity, and one’s view of the desirable 
role of government. I begin with the premise that the spending power of the 
retired population should be at all times a high fraction of the average con- 
sumer spending of the whole population. This is not to say that the retired, 
on the average, should have spending power equal to that of the whole popula- 
tion, because, on the average, the aged do not need quite as much as the 
rest of the population. They are more likely to have their home and other 
durables paid for than the rest of the population. . 


(4) Can the Canadian people afford such a standard for the aged? Lik 
many others, I believe we can afford and should adopt such a standard. 


(5) To the extent that retirement spending power results from priv 
savings, its development tends to follow, as it should, the principle of individu 
equity. For example, in the typical employee pension plan, benefits to differe 
employees are related directly to the contributions made by themselves and 
their employers. 


at 
: 


; 


(6) The vast majority of individuals with family incomes above the sub- 
sistence level have a responsibility to save for their old age. In a democratic 
society, the level of national savings is likely to be greater, and the freedom 
of the individual more secure, if most of the public do not look to the state 
for all their income retirement. 


(7) It will always be essential to have a means or needs test type of state 
assistance for the needy, but such a program should not be a major source of 
income for more than a limited minority of the population. bi 


(8) The residual but massive role of government is to bridge the gaps 
between the spending levels of the population as a whole and the spending 
levels which can be provided by the private resources of the retired population. 
This is by no means a static role, since the gaps in spending power for the 
retired tend to widen as the years go by and the spending level of the working 
community continues to rise. Retired workers have little control over this 
widening gap between their spending power and that of the community. It ‘is 
here that the state has a particular responsibility. 
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(9) For most persons born in the same year, the capacity to provide 
retirement spending resources through private means is limited by the earnings 
Jevels which prevailed during their working years. Within this general limit, 
it will tend to be more difficult for individuals to save any given proportion 
of their income if their earnings are low. It follows that the differences in 
‘spending levels available from private resources after retirement will tend 
to be relatively greater than the differences which prevailed during the work- 
‘ing years of those individuals. I do not believe that the state should widen 
these differences in income after retirement by relating benefits to prior 
earnings, as is done in the Canada Pension Plan. 


(10) In an economy where the price level has risen and productivity 
increased over a few decades, the level of private spending resources of the 
retired population in any year may be expected to vary inversely with age. 
On the average, the oldest people among the retired will tend to have the 
lowest level of spending power. . 


(11) There is significant American data in support of this proposition. 


(12) Referring to the American needs-test program, Old-Age Assistance, 
Robert J. Meyers, Chief Actuary of the U.S. Social Security Administration, | 
wrote in 1963: 


About 17 per cent of all women aged 65 and over are assistance 
recipients, but the proportion moves steadily upward as age advances, 
from a low of 9 per cent for women aged 65-69 to a high of 35 per 
cent for women aged 85 and over. The same general trend is also 
present for men, with the proportion receiving assistance rising from 
4 per cent at ages 65-69 to 30 per cent at ages 85 and over. 


. it is likely that in future years the ratio of assistance recipients to 
: the total population will have an upward trend as age advances. As 
: the aged use up the assets they have accumulated, the likelihood grows 
| that they will require supplementation of their income through assistance, 
even though most of them will have income from old-age and survivors 
insurance.! 


(13) The Social Security Administration in the United States undertook 
in 1963 a detailed nation-wide survey of the resources of the aged. Interviews 
were completed with over 11,000 persons aged 62 and over. Data for persons 
aged 65 and over were divided into two categories: persons 65 to 72, and 
persons 73 and over. This division was used because the retirement test under 
~Old-Age, Survivors and Disability Insurance operates until age 73 is reached. 
| The following table is taken from this study. 


a er eee 


SIZE OF MONEY INCOME BY AGE AND OASDI BENEFICIARY STATUS 
FOR UNITS AGED 65 AND OVER 


Married couples Non-married men Non-married women 
# OASDI OASDI OASDI beneficiaries 
~ Median Income bene- non-bene- bene- non-bene- who have been non-bene- 
and age ficiaries ficiaries ficiaries ficiaries contributors ficiaries 


Retired Widow 


ae $2,900 $4,750 $1,610 $2, 000 $1,455 $1, 285 $855 
“%eand over........ 2,430 1,680 1,260 860 1,120 960 720 


_ Source: Lenore A. Epstein, ‘‘Income of the Aged in aoe First Findings of the 1963 Survey of the 
sal Social Security Bulletin, vol. 27 (March 1964), p. 


if Robert J. Myers, “Age and Sex of Persons Receiving Both OASI Benefits and 
OAA Payments”, Social Security Bulletin, Vol. 26 (October, 1963), p. 17. 
a «-21759—73 
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are) (14) Broadly speaking, the decrease in assets with age is less marked tha 1 


the decrease in income. 


pi | . In general, the proportion and the median amount of [asset] holdings 
t @ecling with the age of the head of the survey unit. . 


There are several reasons why the value of abet holdings might be 
expected to drop with the age of the unit. First, the employment and 
earnings of the group aged 62-64 are higher than those of the older group. 
Second, the older the person, the more likely he is to have had high 
medical bills that may have reduced the value of his holdings. Further-— 
more, in a period of relatively high employment, each age cohort of 
workers may be expected to reach retirement with a larger accumulation | | 
of assets than the previous cohort. q 


ty ad The effect of retirement upon the assets of the worker would not be 
Roby expected to be immediate or dramatic. The survey shows sharp differences 4 
in size of holdings, however, between those who had retired and those 
who continued to work and, for those not working, between those 
receiving OASDI benefits and those who were not.? | 


(15) One would expect roughly the same pattern in respect of income and 
assets among the aged in Canada. The data on incomes of the aged taken from 
the 1961 census and presented by the Canadian Life Insurance Officers Associa-_ 
tion on page 33 of their brief to you supports this expectation. 


ps" (16) I conclude from this evidence that there is a strong case for having 
ey state pensions for the aged graduated according to the pensioners’ ages. 


the features of the ee oad Pension ae 


1. The coverage under such a plan, like the coverage under Old- aa 
Security itself, can be nearly universal, since residence and attainment of ay 


cannot provide universal coverage. Many who are jaime from coverage on 
administrative grounds are among the poorest in the country. 


2. The distribution of the cost of pensions under a government pensio 1 
program should be as equitable as possible between successive generations. 
--Future generations should not, I believe, be asked to provide huge subsidies to 
Res their predecessors unless the needs of the earlier generations cannot be met in 
| any other way. The Canada Pension Plan violates this criterion, and indeed it 
tia is of the essence of the ten-year build up to full benefits that it should do so. 
Wy The contrast is striking—and I believe unjustified—between those who will be 
age 70 when the program commences in 1966, and those covered persons who 
ma will reach age 70 in the decade 1966-1975. The former will receive no 
# graduated benefit. The latter, if they have complied with the contribution re- 
Me quirements, will receive graduated pension benefits for which in a typical case 
they and their employer will each have paid rougly 5 or 6 per cent of the cost. 
Future generations of contributors will pay the balance. The extent of the 
Px inter-generation subsidy diminishes in relative importance after the first genera- 
em tion, but it can be expected to continue to be a very significant factor indett y 
because of escalation clauses in Bill C-136. 


“Assets of the Aged in 1962: Findings of the 1963 Survey of the ipa it So a 
Security Bulletin, Vol. 27 (November, 1964), p. 8. 5 
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3. The administration of the type of benefits I have in mind is far simpler 
than the administration of the Canada Pension Plan. Having painstakingly 
spent a week picking my precarious way through the Bill and the explanations 
of it to this Committee, I hope that I understand it. I feel unbounded admiration 
a for Mr. D. Thorson of the Department of Justice, whose lofty intellect expressed 
in terse inedible legal prose the pclicy intentions behind the Bill. But do Cana- 
_ dians need to have pensions legislation so intricate that most mortals would 
not be able to understand how their benefits were arrived at? While I admire 
_ the exquisite sense of equity that prompted some of the refinements in the Bill, I 
_ believe the answer to the question is “‘no’’. I realize that there are disadvantages 
_ as well as advantages to my. proposals, but believe that the advantages outweight 
_ the disadvantages. 


PART»: II 
€ 
' Comments on Selected Clauses of Bill C-136. 


(18) Unlike the Oid-Age Security program, the Canada Pension Pian 


‘ is an example of social insurance. It conforms directly to Sir William 


_ Beveridge’s definition of social insurance as “the providing of cash payments 


f conditional upon compulsory contributions previously made by, or on behalf 


_of, the insured persons, irrespective of the resources of the individual at the | 


time of the claim.”? In contrast, the type of legislation I have advocated, 
3 Plike Old-Age Security itself, is not social insurance. 


: There are several consequences that flow from the fact that the Canada 

_ Pension Plan is social insurance. Since it is social and not private insurance, 
ro the prime concern should be with adequacy of benefits rather than with the 
principle of individual equity, which provides benefits in proportion to con- 
_ tributions. Yet considerations of individual equity are also present, or there 
‘ would be no justification for setting up such elaborate administrative 
i - machinery and keeping lifetime records of contributions credited to each 


two principles is always a subjective matter, and usually difficult. For example, 
it is customary in social insurance programs like Old-Age, Survivors, and 
_ Disability Insurance in the United States, and the Canada Pension Plan, to 
_ require an internal subsidy from the single to the married contributors. Both 
pay at the same rate on the same covered earnings, but survivor and orphans 
benefits are available, which primarily benefit the married contributors. This 
is contrary to the principle of individual equity, but is accepted very widely 
because of prime concern with the principle of adequacy. But how generous 
- should the survivor benefits be in relation to the retirement pension for 
contributors? The difficulty in answering this question is illustrated by the 
different treatment accorded to widows under the Canada Pension Plan and 
« under the comparable American legislation. 


(19) In dollar terms per individual contributor some of what I regard 
as inequities in the Canada Pension Plan are smail, partly because the rate 
of contributions is 1.8 per cent on contributory earnings. These injustices will 
_ become more serious as the rates of contribution under the program are in- 


‘ will not be increased significantly in, for example, the next half century. But 


respect is instructive. While covered earnings have increased from $3,000 in 


Se Aa Me eat lies june LES 
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individual contributor. Deciding how much emphasis to give to each of these | 


_ creased in the decades ahead. It may be argued that the rates of contribution — 


_ this seems most unrealistic, ignoring the likelihood of future amendments © 
i which will increase the costs of the program. American experience in this — 
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1937 to $4,800, rates of contributions on employees and on employers have 
been raised from 1 per cent at the start of the program to 4.625 per cent, 
scheduled in the Social Security Act to take effect in 1968. While the pac 
of change in contribution rates probably will be considerably different, there is 
no doubt in my mind that rates ultimately will rise very substantially. 


(20) The most appropriate time, I submit, to seek to minimize inequities 
is at the outset, so to speak before the mold is hardened. 


Clause 8-9 Employer and Employee contributions 


(21) I do not see in principle any adequate justification for collecting 
more from employers because a given employee earning in a year more 
than the ceiling on contributions works for more than one employer. I do not 
see any simple administrative answer to this problem. As one who has nevell 
administered even a peanut stand, I hesitate to make a suggestion. I should 
have thought, however, that the answer might lie in giving refunds tal 
employers. If refunds can be given to well over 1 million employees a year, 
as is contemplated, surely refunds can be prorated to employers eligible for 


payments by employers would have amounted to nearly $6 million.4 The 
amount can be expected to grow substantially. I believe that considerations of 
fairness to employers should take precedence over the administrative con-— 
venience of not providing such refunds. ‘ 


(22) Where in any months individuals are paid in excess of the ceiling” 
on contributory income, the appropriate rate of contribution is to be deducted — 
on their entire earnings until at least the full contribution for the year has been — 
collected. As monthly contributions increase, with a mounting ceiling on 
contributory income, and later with higher contribution rates, there will be 
a rising volume of complaints from employees and employers about the uneven 
incidence of contributions from month to month. I see no simple answer to 
this, because I accept Mr. Sheppard’s opinion of the difficulties of collecting — 
contributions from employees who suffer a large reduction of income in the 
latter part of a year. 


Clause 10. The contributory earnings lower limit for the self-employed. 


the self-employed. Since the whole philosophy of the program relates only | 
to non-investment income, the question arises: is this differential large 


desire to cover as many of the self-employed as possible, so they will have > 


the benefits of the program. This points to a low exemption. On the other 


‘Minutes of Prcoeedings and Evidence, No. 5, December 7, 1964, Appendix 1s | 
pp. 284-285. ; 4 
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“course, be many self-employed who have no capital on which a deduction 
could be computed. Frankly, I am not sure if this suggestion is administratively 
Aeasible. 


Siouse 17. The contributory earnings upper limit. 


(24) The choice of the contributory earnings upper limit is difficult, 
and highly subjective. Broadly speaking, the higher the range of graduated 
benefits desired, the higher the ceiling should be. In other words, the greater 
the role one envisages for graduated benefits in comparison with flat benefits, 
the higher the ceiling one is likely to favour. Because of my preference for 
emphasis on flat benefits unrelated to prior contributions, I advocate an 
upper limit equal to the arithmetic mean of wages and salaries to persons 
in full-time employment. Such a figure, rounded to the nearest $100, would be 
an appropriate base for an index of earnings, such as is used in the Canada 
Pension Plan. From this viewpoint the upper limit of $4,500 in Bill C-75 was 
preferable to the initial limit of $5,000. 


(25) Using income tax data on salaries and wages, as described by Dr. 
Willard, is one useful way of obtaining a basic data on which to construct an 
earnings index.® Another way is proposed by Robert J. Myers, a leading 
American actuary quoted earlier. Writing in the context of the American 
Situation, he proposed in 1964 that the contributory earnings upper limit be 
based on average earnings during the first quarter of the year reported to 
the Social Security Administration. His proposal has the advantage that an 
index constructed from such data would be based on the experience of persons 
covered by the program. He proposed taking the data for the first quarter of 
the year because he found that wages and salaries subject to contributions 
decreased as a percentage of total wages and salaries from about 98 per cent 
in the first quarter to about 65 per cent in the fourth quarter of each year.® 


(26) I support the use of an index to raise the contributory earnings 
upper limit. I should point out, however, that its continuing use in the Canada 
Pension Plan will greatly increase the extent to which the program will give 
larger dollar subsidies to those with earnings at and above the upper limit, as 
compared with those contributors with much lower earnings. 


Clause 20. The Pensions Index. 


(27) Nearly everyone agrees that the real value of pensions should be 
protected against inflation. It is the choice of means of doing it that is debatable. 


(28) The use of a price index to adjust pensions for beneficiaries reduces, 
but by no means eliminates, the pressures on political parties to grant or to 
promise pension increases timed for their maximum electoral advantage. I 
regard this as an advantage. 


(29) On the other hand, the use of an index brings in an element of 
inflexibility in adjusting benefits, since presumably all benefits are affected 
proportionately by changes in a price index. It is essentially for this reason 
that Robert J. Myers has advocated in the United States that changes in the 
level of benefits continue to be made on an ad hoc seasonable basis by the 
Congress, instead of using a price index.’ 


*Ibid., No. 4, December 3, 1964, p. 204. 

*Robert J. Myers, “An Illustration of a Method of Automatically Adjusting the 
Maximum Earnings Base Under the Old-Age, Survivors, and Disability Insurance - 
System”, Washington, D.C., 1964, Table 3, p. 8. 

"Robert J. Myers, “The Effect of Dynamic Economic Conditions On A Static- 
‘Provision National Pension Scheme”, a paper presented to the 17th International 
Congress of Actuaries, May, 1964, p. 11. 
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. (30) I am concerned that the use of a price index to protect the real value 
a of pensions will cause the present and future federal governments in Canada 
oy to weaken their efforts to maintain the value of the dollar. I regret the growing 
acceptance of the opinion that inflation of 1 or 2 per cent a year is acceptable 
as well as inevitable. The view that such inflation makes a significant con- 
: tribution to minimizing unemployment is unconvincing to me. A correlation 
Ra over the past twelve years of changes in the Canadian consumer price index 

. with changes in the level of unemployment shows that the relation has been 
negligible. 


" 
i. 


(31) I am concerned also that the use of a pension index in the Canada 

Pension Plan will be interpreted widely in investment circles—with or 
without justification—that the Canadian Government no longer really believes 

that it can stabilize the value of the dollar. Surely the chief reason govern- 

ah) ments and corporations in this country are having to pay substantially higher 
" interest rates now than about 15 years ago is the belief that at least a mild 
degree of inflation is to be expected in the coming years. We may reach the 

point in Canada where the Canadian Government and provincial governments 

may feel that it is prudent to offer bonds whose purchasing power is protected 

by the use of some price index. If pensions, government means-test assistance 
programs, and government bonds are put on a price index basis, this will affect 


the sale of private fixed income obligations. The most likely ultimate result is 
to increase the tempo of inflation. 


(32) If there is to be a pensions index in the Canada Pension Plan, is a 


ceiling of 2 per cent per year justified? Two arguments in defense of this 
ceiling are used. . 


(i) Persons are protected against any drop in pensions when the value of 
the dollar increases. Therefore they should be prepared to accept some reduc~ 
tion in real income if the Consumer Price Index increases by more than 2 per 
cent in a year. If there is a sharply inflationary situation, as in 1951 when 
the Index rose about nearly 11 per cent, this is likely to be caused by a 
deterioration in the international situation. In such circumstances the aged, like 

Ht . others, may be asked to accept some sacrifice of rea] income. } 


(ii) In any event, Parliament can always legislate if there is any hardship. 
And is there any political party which is not devoted to the welfare of the 
aged? Between its inception in 1952 and 1963, the Old-Age Security pension 


has been raised 873 per cent, while the Consumer Price Index went up 14 
per cent. a 


(33) In principle, I believe that the pension index should follow the 

Consumer Price Index down as well as up, when it changes by more than iy 

per cent. I recognize, however, that the idea of reducing a government pension 

may be as untouchable as the cows in a Hindu village. Bi. 

sf (34) If a ceiling on annual percentage increases in the Consumer Price 
’ Index is to be used, I should prefer to see 3 per cent rather than 2 per cent. 
het Obviously this is a compromise proposal. This would reduce the lag of pensions 
Ri behind the Consumer Price Index if inflation in any year exceeded 2 per cent, 


Clause 22(6). Penalty for failure to remit. 


ut (35) Especially in view of the many opportunities for misunderstanding 

--—-~-regarding contributions to be collected, I regard as too severe the penalty c 

i 10 per cent plus 10 per cent interest. The contrast with the 3 per cent interest 
_ allowed on ordinary refunds under clause 39( 7) seems excessive. It is the 


10 per cent, I submit, which should be changed. Eight per cent would seem more 
appropriate. . : ae 
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Proceeds from ices and penalties. 


a (36) In view of the fact that the program is, quite properly, to be 
“charged for administrative expenses of the various government departments, 
it seems reasonable that both interest and penalties collected under Bill C-136 
‘should be credited to the Canada Pension Plan Account. 


d (37) I regard the 10-year transition period to full benefits as too short, 
involving unjustifiably large subsidies from future generations of contributors 
‘to those who will receive benefits in the first decade. The 20-year transtition 
Bpctiod originally proposed by the Quebec Government was more equitable as 
— successive generations. 


“Clause 43(1). Basic number of contributory months. 


yy 


: (38) With a longer period for the basic number of contributory anonths: 
it would have been appropriate to increase the percentage of months of 


drop-out in clause 48(3). This would be helpful to contributors who wish © 


to retire at age 65, but who have had several years of minimal earnings. As it 


now is with a 10 per cent drop-out, an increasing number of university students, — 


especially women, will have used up their 10 per cent before they have 
_ reached age 24. 


‘ (39) If the 10-year period is retained, it might still be appropriate to 
increase the 10 per cent in clause 48(3) to 15 per cent. This would, of course, 
fe only benefit those who did contribute for at least a decade. 


|" Clouse 43(2). When a person shall cease to be deemed disabled. 


. a, 

fj (40) In the Disabled Persons Act of Canada, there is a clause that reads: 
. the provincial authority will suspend payment of the allowance to any 
recipient who, in the opinion of the provincial authority, unreasonably 
neglects or refuses to comply with or avail himself of training, rehabilita- 


tion or treatment measures or facilities provided by or available in the © 


Federal legislators presumably included this clause to take care of cases ee 

a person receiving a Disabled Persons Allowance refuses unreasonably to take 
Ve rehabilitation treatment. If there is a need for such a clause in a means test 
ty program, I believe there is even greater need for it in a program where no 
| means test is involved. 


f 
. 
ie province.® 
i 


(41) I do not expect that there would be many cases annually where 
| such a clause would need to be invoked. As with the present Disabled Persons 
| Allowances Program, presumably the rule would be followed that no person 
| would be required to accept medical treatment unless the prescribed treatment 
| has been demonstrated to be of such a kind that a ‘reasonably prudent” man 


would accept it. A medical board would make a decision in such cases, and © 


_ their verdict would be subject to appeal. 


4a (42) Section 222 of the American Social Security Act contains such a 
| Clause as I have recommended. It is as follows: 


Deductions, in such amounts and at such time or times as the Secretary 
shall determine, shall be made from any payment or payments under 
this title to which an individual is entitled, until the total of such 
deductions equals such individual’s benefit or benefits under sections 
202 and 223 for any month in which such individual, if a child who has 
attained the age of eighteen and is entitled to child’s insurance benefits 


®1953-54, c. 55, s. 7 (d) (xi). 
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or if an individual entitled to disability insurance benefits, refuses with 
out good cause to accept rehabilitation services available to him under 
a State plan approved under the Vocational Rehabilitation Act. Any 
individual who is a member or adherent of any recognized church or 
religious sect which teaches its members or adherents to rely solely, 
in the treatment and cure of any physical or mental impairment upon 
prayer or spiritual means through the application and use of the tenets 
or teachings of such church or sect, and who, solely because of his 
adherence to the teachings or tenets of such church, or sect, refuses 
to accept rehabilitation services available to him under a State plan 
approved under the Vocational Rehabilitation Act, shall, for the purposes 
of the first sentence of this subsection, be deemed to have done so with 
good cause.? q 


(43) It is highly desirable that from the outset there should be an emphasis 
on the rehabilitation of disabled persons. This, of course, involves co-operation 
with the provincial governments which have facilities for this work. 


Clauses 54-58. Benefits other than the retirement pension. 


(44) I am particularly pleased to see the Program include pensions for © 
the disabled and widows, benefits for orphans, and a death benefit. Because 
of my preference for emphasizing need, I should have liked to see the flat por- 
tion of the pension for the disabled and the eligible widows under 65 given | 
greater relative importance. One of the many useful functions of the Advisory 
Committee, I suggest, will be to study the relation between the various types — 
of benefit both in the Canada Pension Plan and in other countries. e 
Clause 58(2). Orphan’s Benefit. 


(45) I regard it as unnecessarily arbitrary to limit in effect the total 
amount of orphan’s benefits so that the total benefit does not increase signifi- 
cantly if the number of orphans exceeds four. I realize that the cost of 
bringing up children after one already has four does not usually increase pro- 
portionally. As a compromise between retaining the present limit and removing — 


it altogether, I suggest that the orphan’s benefit be increased proportionately — 
until a maximum of six is reached. ' 


Clause 65. Return of benefit where recipient not entitled. 


(46) Where a person receives benefits to which he is not entitled, as a 
result of innocent or wilful misrepresentation, I believe that the Government 
should be able to recover amounts overpaid, subject perhaps to some overall © 
time limit such as 10 years. In other cases, however, I suggest that the right © 


ment should collect from beneficiaries by deductions from future monthly — 
benefits, subject to some limit as to the maximum amount to be recovered i ve 
any one month. The Government could use some discretion in collecting — 
amounts less than the maximum in appropriate circumstances. ‘ 


Clauses 68 & 69. The earnings test. 


(47) An earnings test is a logical part of a social insurance pension system. 
The person who continues in full-time employment in most cases will be earn-— 
ing more than the limit in the earnings test. This limit is directly related to 
the contributory earnings upper limit, being as you know $1,500 when the 


*Social Security Act as amended, Title II, s. 222 (b) (1). 
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“upper earnings limit is $5,000. The purpose in having the earnings test is 
to provide compensation for loss of earnings below a Sh Samael ceiling. No loss: 
‘no compensation. 


4 (48) But is this a fully convincing answer to the question: should we 
have an earnings test, and if so in what form? The earnings test in the Ameri- 
can Old-Age Survivors and Disability Insurance Program has been, I believe, 
the most controversial and least popular feature of that widely popular pro- 
gram. This test, popularly referred to as a retirement test, has been defended 
by organized labour in the United States in the belief that the payment of 
benefits without such a test might depress wages. This could happen because 
beneficiaries might be willing to work for less than typical wages if they also 
had their retirement pensions. The test also has been defended by representa- 
tives of business organizations, who are concerned about the added cost to the 
program if the test were abolished. The Chief Actuary of the Social Security 
Administration, Robert J. Myers, has supported the test. So have various 
Congressional committees. Most recently it has been defended by the Advisory 
Council on the Social Security Act, whose report was published at the beginning 
of 1965. 


(49) Opposition to the test has not been widely organized, but has come from 
many members of the public who feel that the test does discourage many 
people from working during the ages 62 to 72 to which the test applies. It is this 
public pressure that has led to successive amendments to make the test less 
severe. That the test does discourage some people from working has been 
acknowledged by Mr. Myers, and by the recent Advisory Council.!° Members 
of this Committee may be interested in views of the latter group of persons, 

who were selected to represent employees, employers and the public. 


If benefits were paid without a test of retirement, the cost of the program 
would be substantially increased and the combined additional contribu- 
tions which would have to be paid by employers and employees to support 
the provision would amount to nearly 1 per cent of covered earnings. 
In 1964 about $2 billion in additional benefits would have been paid, 
and most of this money would have gone to those who are working 
full-time and generally earning as much as they ever did. The great 
majority of the older people who are eligible for benefits—those who are 
unable to work, those who can do some work but cannot earn more than 
$1,200 a year, and those who are aged 72 and over and therefore no 
longer subject to a test—would not-be helped by the elimination of the 
tests fi. 

. The Council recognizes that the present test does discourage some 
people who are retired from their regular jobs from earning as much 
as they could, or would like to, in part-time or irregular employment. 
Because only $1 in benefits is withdrawn for each $2 of earnings be- 
tween $1,200 and $1,700, additional earnings always mean more total 
income from benefits and earnings up to that point, but above $1,700, a 
person loses $1 in tax-exempt benefits for each $1 of taxable earnings. . 


If the limit on the span of earnings to which the $1 for $2 adjustment 
applies were raised, people would not be faced with a deterrent to earn- 
ings somewhat more than $1,700 a year, and there would be relatively 
little increase in the cost of the program. 


- Robert J. Myers, “Earnings Test Under Old-Age, Survivors and Disability 
Insurance: Basis, Background, and Experience”, Social Security Bulletin, Vol. 27 
(May, 1964), p. 4. 
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On balance, while the Council does not recommend any change 


the ce for $2 Cond 11 


: ‘ (50) At least four conflicting factors are involved in fevinie to decide 
the proper role, if any, for an earnings test. , 


(51) One is the principle of adequacy of benefits. This tends to aseee ir 
a principle the concept of an earnings test, although it is debatable how 
earnings should be permitted without a proportionate or lesser reduction 
benefits. The above quotation from the Advisory Council illustrates this poi nt. 
ni even though the principle of adequacy is not specifically referred to. " 


ae 


(52) The second is the principle of individual equity. This is the principle 
invoked, for example, in allowing people to have their Old Age Security pensi 
on an actuarially reduced basis as early as age 65. On this principle it c 
Key be argued that if a person works after age 65, the program should neitl 
Nae subsidize nor penalize him in so doing. This might be thought of as a position of 
i neutrality. On this principle any person working after age 64 could be required 
to contribute if he earned more than the contributory earnings lower limit. 
such circumstances his employer also could be expected to contribute. Then 
retirement the individual would expect to receive larger benefits, both becau: 
\ he and his employer had contributed longer and because he would not 
vi getting his retirement benefits for so long a period. 


ptr Mh 

< i (53) The Canada Pension Plan offends against this criterion. Undoubtedly 
the drop-out provisions in section 48 for persons working after age 65 nae 
the use of the earnings index will benefit thousands of people. But—and your 
actuaries can give you data on this—in the decades ahead for many these gai: 
in pensions will not compensate for the gains to the program largely due to 
refusal to allow for the shorter period in which benefits will be payable. — 


(54) But the issues are even more complex. Taking the entire contributio 

made by employees and employers into consideration, and considering al 3 

the value of the expected benefits, the vast majority of individuals covered by 

the program in this century will have paid for only a small fraction of the 
ee benefits to which they and their dependents will be entitled. This is also tr 
bt in the United States, as the following statement in 1964 by Mr. Myers indic 


A worker with the maximum covered earnings for the 27 years 1937-63 
has actually contributed only $1,758. Since for a retired worker witho * 
dependents this amount represents at most only one year’s benefits, 
is obvious that no one has yet “bought and paid for” his own ben 
ia Actuarial calculations indicate that the proportion of benefits paid 
Pah se by a worker’s contributions is now generally less than 10 per cent ( 
yey? is less than 1 per cent for many beneficiaries now on the rolls). Later 
on, of course, the worker’s contributions will pay for a large part of nis 
own benefit.” “a 


fr, | (55) Is it then reasonable to single out the years when a contributo is 
aged 65 to 69, and to apply the principle of individual equity only to them 
when we do not base the benefits for other years primarily on this principle? 


(56) I digress for a moment to point out that Mr. Myers’ quotation a kK 
an exiremelv common illusion among the beneficiaries of the program in = 


Advisory Council on Social Seeweinn The Status of the Social Security Progra! 
and Recommendations for Its Improvement, Liens ates G.P.O., 1965, pp. 72-13. 
“Loc. cit. 
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. (57) A third consideration in looking at the earnings test is what economists 
ci ll the opportunity cost of abolishing the test. To abolish the test would require 


} ‘rate « of contributions or to use that money for other purposes? | 


| (58) The fourth factor raises the social and economic question: should 
"the state encourage or discourage people from working after age 64? Or should 
| the state be neutral, not consciously seeking to influence persons as they try to 
make up their minds? On the one hand is the natural impatience of many of 
the young and the middle-aged to advance into positions which they often 
| regard as being held by the mentally obsolete. This opinion is often coupled 
| with fears, frequently exaggerated, of massive unemployment caused by auto- | 
| mation. These fears lend force to the idea of applying a little social pressure 
| In the Canada Pension Plan to encourage early retirement. 
pe (59) On the other hand, it is clear that the proportion of the population 
| in reasonably good health and capable of working a few years after age 65 
has increased considerably in this century. Is it sensible to discourage such 
| people from contributing to the production of goods and services if they are 
| willing and able to do so? 


: (60) I find it hard to balance these conflicting factors. I do not believe that 
| the best way to solve part of the unemployment problem is to use the Canada 
Pension Plan to encourage people to retire at age 65. Again as a compromise I 
- recommend raising the $1 for $2 band of income from an initial maximum 
| figure of $1,500 to $2,000. 

a 

“Clause 84. Constitution of Review Committees 


ak (61) I commend the proposals for review committees, and hope they will be 
effective. This should be an inexpensive method of dealing with the bulk of 
_ appeals under the program. 


Clause 85. Constitution of Pension Appeals Board 


. (62) The Legal Adviser to the Department of National Health and Welfare, 

- Mr. Robert Curran, has suggested that there may be over 900 appeals a year 
to this Board once disability benefits become payable.!® The great majority 
of these appeals will be in connection with disability benefits. Is there a risk 
that justice will be tardy, since all the members of the Board are judges, each 
of whom may be hard pressed with other types of cases? Presumably this 
_ Problem could be met by appointment of more judges. 


“Clause 107. Communication of privileged information. 


Pi (63) I fully accept the idea that contributors and beneficiaries are entitled 
to assume that confidentiality of records will be maintained scrupulously. How- 
ver, I am concerned that this clause may go too far in this direction. 


a (64) The Canada Pension Plan, will become one of the most important 
government programs in Canada. As such it will be a subject of great interest 
to social scientists in various universities, as well as to other people. Some, like 


Minutes of Proceedings and Evidence, No. 7, December 9, 1964, p. 351. 
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myself, will want to make studies of the effects of the legislation. For example, 
it will be interesting to see, as reliable data become available for the first 
time, how the average age of retirement changes for men and women, and to 
attempt to find out the extent to which the program has influenced people in 
this regard. I should like it to be possible for the Department of National 
Health and Welfare, if the Minister consents, to provide information about 
contributors and beneficiaries, as long as it did not divulge the names or permit 
identification of persons to take place. 


Clause 110(4). Limitation on payment from the Consolidated Revenue Fund. 


(65) The effect of this sub-clause is to require that the program be finan- 
_ cially self-supporting without any contribution from the Consolidated Revenue > 
Fund. I regard this as highly important. In the report of this Committee, I 
hope that there will be a firm recommendation of all parties that the program 
should be maintained as self-supporting. Such a view has been emphasized 
many times in the past 15 years by the American Congress in regard to 
their Old-Age, Survivors and Disability Insurance Program.14 


(66) Obviously the Canada Pension Plan will be self-supporting for at 
least 20 years. The critical test of whether or not it can be kept fully self- 
supporting will not likely come until after that time. I do not think it suffi- 
cient to say: “Well, future generations can take care of that.” BE 


7 
t 


(67) Why, you may ask, does it matter whether the program is self- 
sufficient or not? Why not look to the Consolidated Revenue Fund to make 
up any temporary deficiencies that may occur? After all, the Federal Govern-_ 
ment does not expect the family allowances program to be self-supporting. 


(68) There are a few points commonly made in trying to answer these 
questions. The first is a positive point. Dean Douglas Brown of Princeton Uni- — 
versity, a leading American authority on the American Social Security Act, — 
emphasized the psychological advantages of having Old-Age, Survivors and | 
Disability Insurance financed ‘by direct contributions from employers and 
employees. am 

. . the first incidence of any contribution to government or to any 
other recipient—church, family, or trade union—is of great psychological 
importance. Out of such incidence political influence arises, loyalty and 


responsibility are encouraged, and personal satisfaction and dignity are 
gained.15 ah. 


(69) An American Democratic Congressman, Aime J. Forand of Rhode 
Island, who frequently speaks on social welfare legislation for the American — 
Federation of Labor and Congress of Industrial Organization, commented to — 
me: h 
I am opposed to contributions [for the Program] from general revenues. _ 
This should be a self-supporting system. If we start to dig into the gener al 
fund then it amounts to a charity rather than a fund in which the indi- 
vidual has invested and from which he has a right to collect. Also, once 
you start on contributions from general revenue they can’t be stopped. 
Many people would consider it just a dole if it came directly from the 
Treasury.16 ; 


“Advisory Council on Social Security, 1965, OD, Cit... Lex LOD, 
“J. Douglas Brown, “The American Philosophy of Social Insurance”, The Social 
Service Review, Vol. 30 (March, 1956), p. 6. a 
“Robert M. Clark, Economic Security for the Aged in the United States and 


Canada, Ottawa, Queen’s Printer, 1960, Vol. I, para. 628, p. 153. Hereafter Clark 
Report. ‘3 
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4 (70) Organized labour as well as business organizations in the United 
States have supported the idea that the Old-Age, Survivors and Disability 
‘Insurance should be self-supporting.17 


n 4 
Es 


(71) Unless the costs of the Canada Pension Plan to individual families 
are known to the public as a whole, many people are likely to demand more 
‘in pensions than they are prepared to pay for. This is all the more likely in the 
first few decades of the new program, since individual contributors, generally 
| speaking, and their employers will only be paying for a very small fraction of 
the benefits they get. 


(72) But, you may ask, how can Parliament express its intention—if 
it wants to—that the Canada Pension Plan be self-supporting? As Mr. Myers 
recently wrote 

. the intent that the system be self-supporting can be expressed in law 
by utilizing a contribution schedule that, according to the intermediate 
cost estimate, results in the system being in balance or substantially 
close thereto.18 


| From its inception, the American Social Security Act has included provisions 
| for specific future increases in contribution rates. I should add that the Congress 
has often subsequently postponed or modified earlier provisions for raising 
| rates.9 Since 1950, however, this has always been done within the restriction 
| imposed by having a self-sufficient program. 


(73) It is, I believe, both feasible and desirable for the Federal Govern- 
} ment to consult with the provinces and, with their agreement to provide 
| for necessary future increases in contribution rates to be inserted in the act a2 
few years before they are scheduled to take effect. 


Clause 116. Position of the Chief Actuary. 


(74) The key role of the Chief Actuary in the American Old-Age, Survi- 
| vors and Disability Insurance Program is well known to those familiar with the 
| development of that act. For well over 20 years, Robert J. Myers has been the 
| Chief Actuary, and has advised all Congressional committees dealing with this 
legislation. His influence has been far greater than one might expect from his 
| position. I expect that Mr. E. E. Clarke will give no less distinguished service 
| to future parliamentary committees on the Canada Pension Plan. 


| (75) Because actuarial studies are a highly complex and specialized field, 
| members of this and future parliamentary committees will have to rely heavily 
on the advice of the Chief Actuary. In these circumstances it is essential to 
safeguard the position and prestige of the Chief Actuary. 


\ (76) Not only should the Department of Insurance be made responsible for 
| all professional actuarial work within the Government, as the Glassco Com- 
| mission recommended”, but also the Chief Actuary, I believe, like the Auditor 
| General, should be responsible directly to Parliament, and not to the Minister 
| of Finance. 


“Tbid., para. 629-630, pp. 154-155. 

Advisory Council on Social Security 1965, op. cit., p. 97. 

*Clark Report, op. cit., Table 18, pp. 118-119. 

} Canada, The Royal Commission on Government Organization, Ottawa, Queen’s 
| ‘Printer, 1963, Vol. 3, p. 297. 
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ae Clause 116 (1) & (2). Length of period for long-range forecasts. Ga 
i (77) Because the full impact on costs of benefit increases is not usually 
felt for a few decades, it is necessary that forecasts by the Chief Actuary should 
extend beyond 20 or 30 years. Members of this Committee will be interested in 


| the recommendation in the 1965 Report of the Advisory Council on Social 
_ Security in the United States that long-range costs should be projected by the 
Chief Actuary for 75 years.2! The Council realized, of course, that there would 
be many changes in the Old-Age, Survivors and Disability Insurance Program 
is in such a long span of years. But the Council members believed that members 
s of the Congress needed forecasts for such a lengthy period in order to appreciate 


in _ the likely consequences of various changes. The Council added the following 


nae comment. 


...However, decisions about putting future rate increases into effect, i 
once the rates actually being charged are high enough to cover the long=§ 
range cost of the program as shown by a reasonable minimum estimate, © 
should be guided largely by estimates of program costs over a 15- or 
20-year period.2? : 


Clause 117. Canada Pension Plan Advisory Committee. 


_ (78) The work of successive Advisory Councils under the American Social - 
Security Act, and of the corresponding British National Insurance Advisor 4 
Committee under the National Insurance Act, has been most impressive. Indi- — 
viduals closely familiar with the work of these organizations agree that they 
have been responsible for proposing some of the most significant improvements — 
a in the acts which they have studied. % 


(79) Why has this happened? In both countries the government has 
appointed very competent individuals who were interested keenly in the 
program. Moreover, from the outset successive governments in both countries © 
consistently have appointed a few persons known to be supporters of a political © 
party opposed to the government of the day. The results have been that the 
reports of these committees have commanded a much wider range of suppo ai 
than if they had been produced by comparable committees of friends of the | 
government. Another important factor has been the willing and active co- 
operation of the respective government departments on whom the committees — 
have been dependent for information. 4 


(80) I trust that I shall not be regarded as preaching for a call if I remar ct 


that the experience of these two countries suggests a valuable precedent for — 
Pay Canada. 4 


. id 
aly iy 


nf (81) One further comment about the Canada Pension Plan Advisory Com-=— 
i mittee. I take it for granted that the Government will want to consult fairly 
io, widely before making appointments. It is, I believe, highly important that each 
member of the Committee should feel that he is there as an individual speaking 

for himself. He should not feel obliged, for example, to regard himself as the - 
iS committed spokesman for the Canadian Federation of Agriculture because he 
is an executive of that organization. | 


a . 
is 
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it Impact of the Canada Pension Plan on Different Industries in Canada 
(82) I regret that I have not had the time to make an economic analysis of 
the impact of the Canada Pension Plan. I am favourably impressed with much 


“Advisory Council on Social Security, 1965, op. cit., pp. 16-17. 
Ot... De 2): 
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of the work contained in the document “Economic Implications of the Canada 
Pension Plan”, proposed by the Department of Finance. It should be added, how- 
ever, that by giving as much emphasis as was done to the first 20 years, the 
greater long-run effects of the legislation were somewhat muted. To the very 
limited extent that I am qualified to judge the Chief Actuary’s assumptions 
in his report, I think highly of this study. 


(83) There is, however, one economic aspect that I should like to consider 
briefly. This is the fact that the Canada Pension Plan will have a substantially 
greater relative impact on direct labour costs in some industries than in others. 
This is what you would expect. I do not want to make too much of the point, 
and I am not elaborating on it as a criticism of Bill C-136. 


(84) How should we measure the different impact of the Canada Pension 
Plan on various industries? One valuable approach would be to take contributory 
earnings as a per cent of value added. Unfortunately, as far as I know, we do 
not have such data for various industries. As a second best, it is necessary to 
take total salaries and wages. This leaves much to be desired, since contributory 
wages and salaries as a percentage of total wages and salaries will be consider- 
ably higher in some industries than in others. A further difficulty is that except 
for manufacturing and mining I do not have statistics for value added. For 
retailers, wholesalers and the service industries the available data refer to total 
sales. All the data were published by the Dominion Bureau of Statistics, and are 
included at the end of this brief. 


(85) The first of the following two charts shows labour costs as a percentage 
of total sales in forestry, service industries, manufacturing, retail, and wholesale 
trade. These figures refer to 1961 except in the case of wholesalers, where the 
latest data refer to 1958. The figures in the chart represent a weighted average. 
for each group of industries. 


(86) The very wide differences within these industrial groups stand out 
clearly. One qualification needs to be kept in mind. I understand that the payroll 
figures exclude remuneration for the self-employed. This serves to underestimate 
labour costs, especially for small businesses. The importance of this is relatively 
great in retailing and some service industries. 


(87) The variations of labour costs as a percentage of payroll in service 
industries, manufacturing, retailing, and wholesaling is illustrated in the second 
chart. The very wide range within the service and manufacturing groups is 
evident. In the former, for example, the range of payroll as a per cent of total 
receipts in 1961 was from 11.8 per cent for film exchanges to 62.6 per cent for 
advertising agencies. Similarly for manufacturing the range was from a low of 
6.8 per cent in butter and cheese plants and 7 per cent in petroleum and coal 
‘products, to a high of 46.7 per cent for manufacturers of railway rolling stock. 


(88) It is also true that considerable variation is to be expected in ratios 
for the same industrial groups in different provinces. An extreme example of 
this occurs in the mining industry. At the bottom of the first page of tables at 
the end of the brief is a comparison for 1961 by provinces of labour costs as 
a percentage of net value added in processing for this industrial group. The 
average ratio for all of Canada was 28.5 per cent. The range was from a low 
of 1.5 per cent in Prince Edward Island to a maximum of 60 per cent in Nova 
Scotia and 61 per cent in New Brunswick. This extreme variation is, of course, 
largely explained by the fact that labour costs as a per cent of net value added 
in processing are low in petroleum and natural gas, and high in coal mining and 
some forms of metal mining. As you know, the relative importance of different 
‘Mining industries varies greatly from province to province. 
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Pension Plan under section 116 be required to show the combined cost of Old- 
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Deduction of Contributions from Taxable Income 
Under the Income Tax Act of Contributions 
Under the Canada Pension Plan. 


(89) The question has been raised in your Committee: should the $1,500 
ceiling on deductions of contributions to pension plans from taxable income 
include or exclude contributions under the Canada Pension Plan? My opinion 
is that the $1,500 limit is unduly low, having in mind the salaries commonly 
paid to top executives in business and government today. I do not think that 
contributions to the Canada Pension Plan should be included. Surely the effect 
of including such contributions would be to curtail contributions on behalf of 
some persons. In view of the valuable role in society of savings through pens 


plans, such curtailment is, I pees unwarranted. 


PAR Tati 


The Relation of the Canada Pension Plan to Old-Age Assistance and to Old- Age 
Security. q 


(90) Two short points. It is to be expected that a majority of persons ase 
65 to 69 who are not working will take their Old-Age Security at an actuariall " 
reduced rate at age 65 when this becomes possible. If they do, the provinces 
and the Federal Government will save money on Old-Age Assistance: This fact 
reinforces the case, desirable on other grounds, for having Old-Age Assistance 
payable beyond age 69 to those who qualify for it. 


(91) The entirely separate financing of Old Age Security and the Canada 
Pension Plan makes it far more difficult for the public and legislators alike to. 
know the combined cost of both programs in terms meaningful to the individual 
family. I strongly recommend: 


1, That the Chief Actuary in making studies for Parliament on the Canada 


Age Security and the Canada Pension Plan, expressed in terms of a common 
denominator, such as contributory earnings. 4 


2. He should also be required to provide Parliament with such estimat 1S 
not only when the Canada Pension Plan is being amended, but also when the 
Old Age Security Act is being amended significantly. 
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LABOUR COSTS AS A PERCENTAGE OF NET VALUE ADDED BY PROCESSING 
IN CANADIAN MINING INDUSTRIES FOR 1961 


Number Payroll as 
of Paid Total a Per cent 
Employees Payroll Net value of net value 
; last week for the added by added by 
Kind of business November year processing processing 
(millions of dollars) 
Metal Mining 
PUREE SGODDIOL ESE ia meres Aes tet eeais Liesere wines.) wv oee 13, 697 74.7 109.3 68.3 
CPT MURLE UTE IR a) cho Rtohel aba artes 15,876 65.5 107 61.2 
rapper Gold salver we SAL yo es ek bee ees 10,901 51.4 84.0 61.2 
bye Be a Od ATES oe ea ee A ey 8,049 47.1 124.6 37.8 
ULV OEIGEKL PANIC oR Siete, CAs PAN os cb earls 4,352 UP ER 61.4 35.9 
Miscellaneous: Metals a j.s ace ee hc cc esas bade 5,919 34.3 171 20.1 
Total Metal Mining.................... 59,597 298.8 662.6 45.0 
Non-Metal Mining 
OL SR 425 st Ee ae | ee ars ope eee 11, 282 5152 151.7 33.7 
BINGHtO +3. cose hchas Sh ne PP ge cs hk as vate ioe 6,875 35.0 112.0 Ba: 
Fuels 
Reet Spt les ae rt uy ee ole oLLA » opel 10,461 35.6 58.1 61.3 
atarAl &AS-PrOGESSING. ©. 2 5 Weipa ao te 744 4.5 36.6 12.2 
PECTCUIA PING RAG: 2. cco cont aa we anew 4,157 23.6 547.0 4.3 
PSPAL OCIS: RE, Fac sos A fie visi eee 15, 362 63.7 641.8 9.9 
| Structural Materials 
SU aC SN pe Se 5 A RC a sy 3,395 12.6 otei 33.9 
PTC PATICD OTA Clase € os. bred Bare Se Be wor 2,513 9.9 85.7: vy bat 
Patalohructarnls sf isos iy bee Reet 5, 908 22.5 72.3 -)" 30.9 
SOTAL MINING INDUSTRIES.........-. 92,149 436.2 1,529.0 28.5 
| Manufacturing Group 
POLAT EOC UCU aoe Serie oe ee ee sles Nc as 3,526 13.4 24.1 55.4 
MOTT cE ON Me Mew Pw we a at, cy ee eee Pa a 825 3.6 9 39.8 
SORETIONG (ohare eek cute 0% oot lad Me elt 3,038 16.1 76.4 21.0 
Crean and: Stein tae, oh Lokrk oo eticla sled cee 29,290 155.9 521.0 16.5 
EEA LP ROU Fh) core ten ci kite d oe oh 36, 679 189.0 630.6 29.9 


* 


LABOUR COSTS AS A PERCENTAGE OF NET VALUE ADDED BY PROCESSING 
IN CANADIAN MINING INDUSTRIES IN 1961 


By Provinces Excluding the Manufacturing Group 


(millions of dollars) 


NT TSE PDEWEGE: 5 be 85 catch, 2 6b wks whee Ce ata eRe 1,460 4.7 ane 61.2 


UDR set 61 RS ele Se ae ee 8,322 27.2 45.5 60.0 
SERTUISER S CRIA hee ee re tes Fs FR CONS Sa), ee 3,306 16.9 34.0 49.5 
ERA, PS eee a a eae 719 4.2 9.1 46.6 
RO eee tee oe 1s ee eRe od wed Rat diaon'e ae 22,795 104.3 232 45.0 
ELIE BU eax OOM che AC. 2 Mok ess pie tole 35; 125 172.9 414.0 41.7 
MTIMENPELIAZI CT: fos ik ods tgs bi. Pane + lee wale 4,293 21 53.7 39.0 
Mersreriwvrest, Lerritori@B 2... < .ois seed seein s ok 975 5.7 14.8 38.4 
ETEK A AOLTIYYS 11 5 ic ane sin bs Mave ioe wa oe wees 6,560 BAT! 95.5 34,2 
NSERC OT IETS 2 805 a9 nt hat ans dm albhe MOR GS sala oh 3,667 20.3 162.2 12.5 
IE Sh tos et Pt cs in a  Yare ntoss chs 4,985 26.0 460.2 5.6 
me rince dward Island.............0c.¢...000% 2 2 124.6 1.5 
Se ok, ME te Se ee TNR Sa wae 92,149 436.2 1,529 28.5 


Source: Catalogue No. 26-204, Principal Statistics of the Mine:al Industry—1961. Dominion Bureau 
_ of Statistics. 
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Pa tay ge PART ee ae al Be pk eta 
. : Number  ___ Total ~ Receipts Per cent « of 


cei OMe eh a | ey of Paid Payrollfor forthe —*Totail_~ 
a us Va Kind of Business Employees* the Year Year : Receipts - 


fave . o au, (millions of dollars) 


gripusiess Service Group a veo. Red. aks 31,124 118.6 272.6 43.5 
ie wavertiomne Aroncies ic ice ob ee oe 4,280 29.3 46.8 62.6. 
_ Other Business services, n.e.c............... 7,258 2773 65.0 42.1 8 
Chartered & Certified Accountants........ 7,942 28.2 73.6 38.3 
Other Advertising SAIVIOES Noun iets es) x Shee 2,285 9.2. 27.0 - 34:2 24 
Personal RIE G TORMILCN OLE Chis ia vice lative cee 57,790 140.8 407 34.6 
Laundries, Poder with Cleaning........... 6, 293 15.6 27.6 56.3 
ss Dry Cleaning & Dyeing Plants with 
ay Laundry. CARE OE Sols noah Se SIeNy A ONS) OD papi 8, 504 ass 43.5 51.7 - 
4 Linen Supply Service with Power Laundry. 3,003 9.2 21.5 43.1 9 
Dry Cleaning & Dyeing Plants without ) 
AURAL el Rinte aiion Heme is Goold RAND 6, 723 17.8 42.0 42.4. 
My Mirae MART oi bis fied Ja ou ete bs claw da nha 13, 736 28.8 86.1 33.4 9 
AWA HEAGI SUID) LOO orl cu olh', clek lk bu wlenhs « 4,931 13.4 52.7 25.4 
"U PDE IROURIC NOUBR. lou ou bas Wiha Class & 1,516 3.1 23.2 13.4 — 
Miscellaneous DALVICEM AT OUPN SS reigit Vdc bes heat 19,614 65.0 204.1 32 
a Misc. Services to Dwellings & Buildings.. 6,539 14.0 25.7 54.6 
Ra Opher Misc Services.) So) Uris vies Jabouws 7,876 34.8 120.3 28.9 
oF: AREOLA yt eG LeMbale: 7... oscil tes eke. 1, 656 6.1 40.1 15.2 
My) Repair Service Group.) os... ooo c ecw eee ce 4,852 a 64.7 27.4 
Armature Rewinding & Electric Motor 
“a wn BOTA TIS eso Rud Slesais ley Acie ae 1,086 4.3 i 35.8 
vee _ Miscellaneous Repair Shops................ 2,964 10.9 40 27.4 
Hiya Blacksmith & General Repair Shops....... 482 1.4 7.6 18.5 
Bein) TOTAL Mi POGA TIONS fo ee roe. 308, 465 770.1 2,908 25.8 
a (eid Cini 14 1 ho MG SB RP ly PON 3,287 10.8 47.4 23 
Bay Developing, Piatine é& Fularging 0) 45 1,319 4.6 yA Pe 21.6 
Bi oe Pehoroorapioral GN oe. fu lg kak by 8 1,357 3.4 18.4 18.6.8 
NB -*In the last week of November, 1961. 
ahs PAYROLL AS A PERCENTAGE OF TOTAL RECEIPTS IN 
Ke SELECTED SERVICE INDUSTRIES (1961) 
ae Payroll as 
a Number Total Receipts Per cent of 
ai, ‘ of Paid Payroll for for the Total : 
Boke Kind of Business Employees* the Year Year Rew 
. 1a (millions of dollars) 
ay ¢ pang Mae and Recreation Group...........00. 26,813 . 4 253.3 
{ker PAEOMVITIIN ARORA ee NE, Rieke ee 61 r 6,138 8.3 go.2 
Plemiebiiiuentros, 1c el bse eR ig 9,479 15.6 74.2 
DARHOBALTACK Operations (590k fuss. asicn ck 1,156 4.3 24.2 
Film BUSCH ANMGS WA, Cilia os shor: tees dink uy (ct 819 4.1 35 
- Hotel, Tourist Camp & Restaurant Group....... 161, 245 347.9 1,660.8 
Eating Places with Alcoholic Bev.......... 9,679 22.1 eae: 
USUUP OMe ce ieee bic Bau ee Sens ahem 9,144 18.9 70.1 
Full Year Hotels, non-licensed............. 2,939 5.6 21.5 
Full Year Hotels, Licensed................ 52,890 130.3 519.9 
Cocktail Lounges, Bars & Nightclubs...... 2,090 5.1 23.0 
PN Place i ieee, Ve Suk See eh 51,865 94.0 505.5 
Taverns, Beverage Rooms, Public Houses.. 7,142 16.1 96.2 
pels. ic ECAR A Ge A Oa oe aa egy Aen mee A 3,885 5 
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CANADA PENSION PLAN 


PAYROLL AS A PERCENTAGE OF TOTAL RECEIPTS IN 
SELECTED RETAIL TRADES—1961 
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Kind of Business 


General Merchandise Group..........ccececceeees 
Department Stores Mail Order Houses 
operated by Dept. Store firms & other 

Sma stores operated by Dept. store 

Hise: Fe tert oc Ce tae oo fede 


yen Mases DUTES (00 oe ow oe Hee ooialonutane 


Hardware & Home Furnishings Group........... 
Floor coverings, curtains, upholstery and 
interior decoration stores............... 
Television, radio, piano & Music stores..... 
TV & Radio Repair Brisas thw Cae oe. 
Household Appliance Stores...............- 
Paint, Glass & Wallpaper Stores........... 
MUM MGT CLOTES on eas cou teres teres Sa unle 


Hardware Stores........... IN gyi Pea che 
Furniture, TV, radio & appliance stores.... 


Apparel & Accessories Group.....ccceseccceres 
Sarniers: do POP REOIGR. 5. < .ooe sue eed be dete 


Women’s Ready-to-wear..........sececeee 
RC ATO BEOLONA.... 05 aco Sd Ui nee wis deste 
Family clothing & furnishing stores........ 
mens & Boys ciothing. i. eas 
ROCIO MBER a ee Jones oe op te ate oa y ae 


Bet 3 ALL BLOR BS. oo ose des codeine 


* Last week of November, 1961. 


a? 


1 eae 


Number 
of Paid 
Employees* 


169,877 


112,912 
30,796 
9,241 
16, 928 


2,143 
587 , 378 


Payroll for 
the Year 


Receipts 
for the 
Year 


(millions of dollars) 


382.7 


268.7 
57.8 
21.6 
34.7 


137.3 


Sn Sano 


_ 
(JS) ho ww 
ee USO SR ee ae Se 
oOo ONN Crore NoONnNCSOonNN 


bob bs oo 
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2,716.7 


Payroll as a 
Per cent of 
Total 
Receipts 


14.1 
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bo Ore O17 


feud 


Poseh foe peed fei fehl fed Pek foneh fa Pak fr rol fone Hh fran 
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Late 


; ; Sy Bay nt ee Number 
; Va ' of Paid 


Employees* 


Con 


: 


Paso ee 
the Year 


un eevee Group...... SPACE ates ARAVA ark am sey oe ASI BS dd 3G 

Raw Paint ae 30d vShops SE CCl wick vee dewa dc 4,304 15.3 
Other specialty repair shops................ 2,767 10 

Yt al MES Bete a7 ge ERDAM eNO eal Nei a 13,180 41.3 

_ Accessories, tire & battery shops........... 8,195 28.5 
- Automobile dealers, with wholesale car == | : 

iY DoS. ee Menthe. Un hi Suakiea «6 16, 555 70.4 

, utbaiobils PLGRIOL BER oo RN MA 40,093 154.2 

REDE VAGRIBULETONG ye tI N eies i cde, ala pelp's 37,396 98.3 
es Automobile dealers, with farm implements. 2,337 ve 
f Used Gabcrcatores: ac She dese oe LY 2,739 10. 
"Other Retail stores Group......... AR it Omak ke 70, 632 201 
Bohs Mauer Mass alot, We bate c's eislagee'v'ed 3,445 aS. 
Drugstores with meals or lunches.......... OR rae 4. 
Pe parewelleny SLONGR lis aL Ue aioe ores sane $ 1 O0GS ee gh 20. 
Book & Stationery stores...............005 eh ee a 6. 
_ Drugstores without meals or lunches....... 21,598 daeooE 
Fuel dealers (other than oil). .............. 4,735 17. 
PGC ShOTES Sener Lon), Waite ltl ey 1,004 en 
Cameras & Photographic supply stores..... 1,147 3 
PORE OOM S BEOTES N26...» fe SLAs plese con Ly ROR eV Ror AD, 
_ Boats, outboard motors, boating accessories 855 yeh 
Buchel Wedlers ne AE anon 4,988 18. 
«Gift, novelty & souvenir shops............. 1, 654 had 
Pusan tes Brewers’ retail stores or agents............. 1,847 iy 
Eat - Tobacco stores & stands............0.0000. 2. 762 4, 
eH: = Government liquor stores................4. 5,831 20. 

; Si 

a "Food EES POG UNE OR EC 117,093 “254 
ays Dery, Products Stones, 2 .!.4..< i che-dieveaeise «4 1,378 Ze 
a ONG Pout Bakery, Products S§0reS. eb don cok ise ease es 6,528 Seis h 
PH an eah LET ets yes ure Ree ory oe btn 7,036 17. 
Bean _ Combination stores (grocery with meats). . 79,175 184, 
i nn uurnIt Go; Vez Stores uO ais eal vas 1,016 2. 
_-~—s- Grocery stores (without fresh meat)....... 16,278 26. 
Pein Fh SOmtectionery Stores. .(..6 le evils sek i cee es 2,703 3. 
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Oats 
9.0 
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ee 
6.5 Sn 
9.2.50 
16.6.5 
16.509 
14.3 | 
12.38. 4 
12.7 
12.548 
12.4 9 
11:49 
10.2 | 
é 9.7 
a he, 
52 
4.6 a 
3.9 M 
5.9.49 
14.0 — 
10.5 
7.09% 
6.3. 
5.6.55 
3.4 . 


ea ah ea tg Number __ Hidyyicnr ® Recerpes. kill Be 
avd ee Pe ak i) ee 4 Fars of Paid Payroll for Py for Ses) yi; 
Piet | Kind of Business ee . Menvlovees?! the Year Year 


(millions of doiiare} \ 


Tewellery.........++ one ee Ge) VL og hy Pte tael ten yl PAG Ta ae SAAN I 


a fachinery (New & Used) Hiner? & Syniplese 20; 68 ii yeh eon ene Rene G 
Commercial, Institutional & Service 


oi Equipmt. DCATAPOUES ile CIP de Pern bik 4,202 16.9 106.5 
Professional Equipt. and Supplies.......... A Fi GER Ey Roa) ys Awa aed ite ae 
Construction Equipt. & Supplies............ 5208S yan piieeree 210 
Industrial & Transportation Mach. Equipt. wpe Ry Tho seen SAME ha . 

Me UDO bee ky Fools od ae tat, 11,690 50.6 496.4 - 
Farm Machinery & Equipment............ 1,324 5 : Mh RS OF 


v. Lmusement, Sporting Goods, Photographic Equipt. 


SUM DIICR. ches Bibatet) bra ack Me 2 oe aes BUT a tg): 3 a nagdes PRY 70.0 
Hardware...... Ee RO OW rs ete Se «SQ paaa Mi 31.8 307.4 
Purniture & House Furnishings. ...........0000 FSO ie TAG anl RO NEED ACID any 

China, Glass & Housewares................ 1,908 Wz 52.9 


Household Furniture & House Furnishings. Picts. Stems Aaa 4a | 34.2 
BD TOGe CAT OVID Sho x 5. fee oa CUR ey aes Be 872 3.6 53.4 
Bete ea ah tyr Nees her ONAN 12,590 sy, AT 485.4 
_ Automotive Parts & Accessories........... 1G; O72. pais 40.6 352.4 
eae Vehicles Wer and a Meld ye deta’ e ; 1,291 5:7 123.5 
Uh AS Ss ll ae ate a Wh p49) 25.7 207 
Retin TV. & Electrical Parts & Accessories LOZ A steck bys aie Ge Sytem 60.7 
i 4 Electrical Wiring, Supplies, Cons. Material, . i} 
° Meantipt: Grouppltes yoo Xe ie ao ie 3,117 13.5 131.4 
"Household Electrical Appliances & General 
WTR See ae Ps va LeIS boy AD, MO Pi Ske TRAOE (ness HR 5.3 105 
umbing, Heating, Agr Conditioning, hci he & i 
Nh Te MER NR eae Sele EL Ro $0840 Uo Re 175.4 
y Waste eM storials (including Scrap Metal)........ 3,577 PEG ei 138.3 
feneral Merchandise............ LAE Rte: ABips! VAT GMail k aye A ION, Aa Ye 102, goes, 
a ; Deeptemhor VOng tr aw. heal Mw NL ORAL en! Caen 
Moh ts Lok nd ‘ f , 
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PAYROLL AS A PERCENTAGE OF TOTAL RECEIPTS IN 
SELECTED WHOLESALE INDUSTRIES—1958—(Concluded) 


say tall as a 


id x Number Receipts Per cent of 
Be of Paid Payroll for for the Total j 
fe # Kind of Business Employees* the Year Year Receipts 4 
et (millions of dollars) | 
eg 
i Dry Goods & Apparel..........ccceeceveueeeees 7,191 25.6 328.8 ny 
a Dry Goods, Piece goods & Notions........ 3,997 14.4 iW phy | 8.1 
‘aps Clothing & Wurnishings. 025 08k eee es 2,652 9.4 118.6 7.9 
ae BODE WORDH ERE meh gp ereuiis 1s cate pu daieles din hicts 542 1.7 33.0 5.3 
MM Othe Keands of Busintee.. ccs. eedecsedsecso 2,712 8.0 109.0 7.3 
Sea Books, Periodicals & Newspapers.......... 1,064 3.5 30.2 11k 
ie Other Kinds of Business..............-..-. 1, 648 4.4 78.8 5.6 
, Lumber, Construction Materials & Supplies 
B33 (Other d¢ ban Metals). sans cic. oon ce nses'e a's 9,457 36.29 502.6 7.2 
Chemicals, Drugs & Allied Products............ 6, 028 21.5 301.2 7A 
Chemicals & Allied Products other than 
[De] OW gas eee Sa, SR ag 7 a 590 2.6. GAL ea 12.2 
¥ Drugs, Drug Sundries & Toilet Preparations 4,344 © 14.0 175.5 7.9 
SROMISEEIA CO NGIIE, Oeics a os a nek Sede weve g 1,094 4.9 104.6 4.6 9 
ti ALL ESTABLISHMENTS. ...sveccccccccses 134, 939 504.3 8,259.5 6.11 a 
e. Diets ae Metal Work iy. 345 050s). Sve deelams vs <s 2,780 13.1 227.8 5.7 
; Petroleum and Petroleum Products......00.+..+. 2,510 9.3 169.4 5.5 
Beer, Wine & Distilled Spirits.........ccccsccess 797 2:5 48.5 5.1 
Paper <o Paper Py 0dneis o.oo veenwwcweun ven’ 3,047 11.6 240.6 4.8 
| Groceries & Food Specialties (including Produce) 12,737 42.5 1,142.8 BAY 
i Farm Supplies (Inc. Agric. Chem.)......0.0+0- 683 2.4 70.8 3.4 
Food Products (except Groceries) & Tobacco. . 14,014 44,1 1,335.8 3.38 
Confectionery & Soft Drinks............... 867 Bag soon 8.1 <4 
PPOS IIL, MEEMOO elon coe le ckhw skews x 5,431 agai | 360.6 4.7 = 
Cigars, Cigs. & Tob rahe TERY Ret ore oa aio bis 8,494 11.8 638.5 1.8 3 
| LFeg LUN PRE eS OED ARE ay SRE 863 3.6 161 2.29 
Farm Products (Raw Material)................. 1,414 5.9 868 Mime 
| Other Farm Products than below.......... 415 1.9 ae 4.4 
RR Wen EL SMR CB Wee eee AR Chall CAG ce Seid ate ek 870 3.8 807.3 4. 


| Sources: ea Trade Proper. 1958 and 1959 Dominion Bureau of Statistics, Catalogue Ne 0. 
hy 63-508, occasional, p. 
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"(MEETINGS HELD DURING THE ADJOURNMENT OF THE HOUSE) 
a _ MINUTES OF PROCEEDINGS 


4 FRIDAY, January 22, 1965 
« ay 


a The Special Joint Committee of the Senate and of the House of Commons . 
on the Canada Pension Plan met at 10:00 o’clock a.m. this day. The Joint 


Chairman of the Senate section, Senator Fergusson, presided. 
4 Members present: 


if _ Representing the Senate: Honourable Senators Boucher, Denis, Fergusson, 
Berancols, Smith (Queens-Shelburne), Stambaugh, Thorvaldson (7). 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 


Beundlock, Knowles, Laverdiére, Leboe, Lloyd, Monteith, Morison, Munro (16). 
4 In attendance: Dr. Robert M. Clark, University of British Columbia. From 
‘the Canadian Association of Social Workers: Mr. Harry M. Morrow, M.S.W., 
President; Miss Florence Philpott, Executive Director, and Mr. Walter 
Byons M.S.W. 


‘In accordance with the resolution of the Committee of January 19, 1965, 
the brief previously submitted by the Canadian Association of Social Workers 
for distribution is appended to this day’s Minutes of Proceedings and Evidence. 
(See Appendix A32) 


% The Joint Chairman (Mrs. Fergusson) introduced the members of the 


to summarize their brief. 


Mr. Morrow explained the main points in the brief, following which he 
nd the other members of the delegation were questioned. 


m. The questioning having been concluded, the Joint Chairman expressed the 
thanks of the Committee to the delegation. 


- Mr. Munro moved a vote of thanks to the representatives of the Canadian 
Association of Social Workers, both for their excellent brief and for their 
‘manner of presenting it to the Committee. The motion was seconded by Mr. 
“Lloyd and carried unanimously. 


- Dr. Clark was recalled and, at the request of the Joint Chairman, made a 
‘brief statement to complete evidence which he had not had time to deal with 
‘at the previous evening’s sitting. Following questioning by the members, Dr. 
3,4 “lark was thanked by the Joint Chairman on behalf of the Committee. 


if Mr. Lloyd moved a vote of thanks to Dr. Clark for the very valuable in- 
formation he had supplied to the Committee, both in his comprehensive brief 
and in his answers to questions. The motion was seconded by Mr. Cantelon 
and carried unanimously. 


The witness then withdrew. 


BBasford, Cameron (High Park), Cantelon, Coté (Longueuil), Francis, Gray, 


delegation from the Canadian Association of Social’ Workers and invited them | 


\ 


presided. . 


- ciate Director of the Deparwent of Research; Donald MacDonald, Secretary- 


PATI” ee oe a ek 
; ee 
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On motion of Mr. Knowles, seconded by Mr. Francis, >. 
Resolved,—That information filed with the Committee at the previoul 
evening’s sitting be included as an appendix to this day’s Minutes of Pro- 
ceedings and Evidence. (See Appendix A33) ; 


On motion of Mr. Francis, seconded by Mr. Aiken, 
Resolved,—That Dr. Clark be reimbursed for his travel expenses Van- 
couver to Ottawa, and return, and that an allowance also be paid to him to 
cover secretarial expenses incurred in the preparation of his brief. 


At 12:45 p.m. the Committee adjourned until 2:30 o’clock p.m. this day. 


Dorothy F. Ballantine, 
Clerk of the Committee, pro tem. 


AFTERNOON SITTING 
(42) 


The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan reconvened at 2:37 o’clock this afternoon. The 
Joint Chairman of the House of Commons section, Mr. Cameron (High Park), 


Members present: 


Representing the Senate: Honourable Senators Boucher, Denis, Fergusso 
Lefrancgois, Smith (Kamloops), Smith (Queens-Shelburne), Stambaugh C(1)3 


Representing the House of Commons: Messrs. Aiken, Basford, Cameron 
(High Park), Cantelon, Cété (Longueuil), Francis, Gray, Knowles, Laverdiére, 
Leboe, Lloyd, Munro (12). 3 


In attendance: From the Canadian Labour Congress: Messrs. Claude Jodoin 
President; A. Andras, Director, Legislation Department; Russell Irvine, Asso-= 


Treasurer. 


The Joint Chairman opened the meeting and invited Mr. Knowles to intro- - 
duce Mr. Claude Jodoin and his delegation. 


Mr. Cété (Longueuil) welcomed the delegation in French. 4 


Then Mr. Jodoin asked Mr. Andras to summarize the brief previously 
submitted by the Canadian Labour Congress and was questioned thereon 
assisted by the other members of the delegation. The Joint Chairman reassured 
the delegation that their brief will be printed as an appendix to this day’s S 
Minutes of Proceedings and Evidence. (See Appendix A34). 


The Committee completed its examination of the delegation. 


The Joint Chairman, on behalf of the Committee thanked the witnesses 
and they retired. 


On motion of Mr. Munro, seconded by Mr. Knowles, 

Resolved unanimously: That a vote of thanks be extended to the members J 
of the delegation from the Canadian Labour Congress for their valuable brief . 
and contribution to this Committee. 


CANADA PENSION PLAN 1565 


sh In accordance with a request made by Senator McCutcheon at the sitting 
“held on Thursday, January 14, 1965, two pamphlets, forwarded to the Com- 
k ittee by Mr. Robert J. Myers, Chief Actuary Social Security Administration 
of U.S.A., are appended to this day’s Minutes of Proceedings and Evidence; 
namely: “The Effect of Dynamic Economic Conditions on a Static- Provision 
National Pension Scheme, by Robert J. Myers (United States)”, (See Appendix 
A35), and “The Journal of Risk and Insurance’. (See Appendix A36). 

h 


At 5:18 o’clock p.m. the Committee adjourned until 10:00 o’clock a.m. on 
Monday, February 1, 1965. 
Maxime Guitard, 


Clerk of the Special Joint Committee. 


(Please note, that all the evidence adduced in French and translated into 

English for the sittings held on Friday, January 22, 1965 was recorded by an 
electronic recording apparatus pursuant to a recommendation contained in the 
Seventh Report of the Special Committee on Procedure and Organization, pre- 
sented and concurred in, on May 20, 1964.) 
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EVIDENCE 


FRIDAY, January 22, 1965. 


2 The CHAIRMAN (Hon. Mrs. Fergusson): Gentlemen, we have a quorum, and 
I think we had better begin. If we have sufficient time after the hearing of 
these witnesses scheduled for this morning, Dr. Clark is going to be with us 
and he will be prepared to finish off his presentation and answer questions 
from the committee. 
. This morning’s brief has been presented to us and I am sure you have all 
“read it. It is from the Canadian Association of Social Workers, and our first 
_ witness is Mr. Harry M. Morrow, Master of Social Work, and President of the 
Canadian Association of Social Workers. Mr. Morrow is an ordained minister 
of the United Church, and served as a chaplain in the Canadian Army from 
1943 to 1946; for many years Mr. Morrow was executive director of a settle- 
~ment house in Vancouver, B.C., and since 1955 has been the executive director 
4 of University Settlement in Toronto. 


The second witness is Miss Florence Philpott who is the executive director 


of the Canadian Association of Social Workers. She was formerly head of the 
- Social Planning Council of Toronto, and before that she was with the Y.W.C.A. 
; in Winnipeg. I am sure that many members of the committee will be very in- 
terested to know that she is a sister of the well-known journalist, the late 
_ Elmore Philpott, who, in the 1950s, was for several years a member of the 
House of Commons. 
y The third witness we have is Mr. Walter Lyons, who is also a Master of 
Social Work. He has assisted in preparing this presentation and has had many 
_ years of experience as a case worker and supervisor in various family and child 
_ service agencies in Winnipeg, Philadelphia and Toronto. Since 1957 he has 
_ been a senior executive of the Jewish Home for the Aged in Toronto. 
these meetings have been conducted. We have all received your brief, and I 
‘ assure you we have studied it, because this committee is the best I think I have 
ever known for coming prepared after having done its homework. We would 
ask you to summarize what you have put in the brief rather than read it, and 
we would like you to bring out the points that you particularly want us to 
_ known about and then submit yourselves, if you will, to questions by the»-mem- 
a of the committee. I would ask the first speaker to speak. 


Mr. Harry Morrow, President, Canadian Association of Social Workers: 
_ Madam Chairman and Members of the Committee, we wish to express our 
‘a “appreciation for this opportunity of appearing before this joint committee of 
the Senate and the House of Commons which is considering the Canada Pension 
“Plan bill, and I should like to say one or two things by way of introducing 
_ our brief. 
; In the first place, we were encouraged by the first paragraph of the White 
_ Paper which emphasizes that the Canada Pension Plan is designed to extend 
Beocial service protection to people in retirement, to widows, orphans and the 
"disabled, and that it will be part of the social security system. Further, the 


| White Paper goes on to say that this is to establish a contributory pension plan, 


- ensuring that as soon as possible in a fair and practical way all Canadians will 


souraged by seeing the word “all” in the wording of this paragraph. 
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5 Mr. Morrow, Miss Philpott and Mr. Lyons, I presume you understand how ! 


be able to look forward to retiring in security and with dignity. We were en- 
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The Canadian Association of Social Workers is an organization of profes- 
sional people working in the welfare field. Many of our members carry senior 
responsibility in Government departments and in voluntary associations across 
Canada from Newfoundland to British Columbia. We see this legislation as an 
aspect of social security. It is a bit like a pie, and we see this as one slice, or one 
segment, of a total pie which in our own traditional way we seem to be working 
towards in Canada. la 
In regard to the bill itself, we see many advantages to what is being 
proposed. We support the bill for the reason that, first, it will provide some 
social security for a large group of Canadians. Wage earners and people of 
modest incomes will receive more co-operation and more protection through 
this bill. We are interested in the supplementary proposals that are being made 
to care for the three groups that are distinct from the retired group. — 
As I said, this will help the wage earner. We support the contributory 
aspect, and we support the principle of a variation in payments, because this | 
is one of the realities that is necessary, and the adjustments to cost of living | 
on retirement cannot be too drastic. The variable payments based on premiums — 
that have been paid in the past, we think is a good thing. We also think 
the portability of this pension plan is good. This will give people some security 
which otherwise they would not have because of the limiting conditions iff 
employment is changed. 7 
We feel that this plan will reduce but not eliminate the need for social 
assistance programs for older people and the disabled. We support the idea 
of the supplementary benefits. We have some question about the way in which . 
the payments have been arrived at, and we have some questions as to them 
way in which they will be administered. os 
We feel that one aspect of this proposal is that there will be a shifting of — 
financial responsibility in certain categories of people from the provincial to — 
the federal area, and this should mean a strengthening of services at the _ 
provincial level. (fi 
Now, while we like these things about the plan we feel that there are ae 
certain limitations that have to be born in mind, and we feel that these limita- 
tions are very real and that if they are not given serious consideration, either 
through the way in which the plan is worked out or through complementary a 
legislation, that the overall effectiveness of the plan to meet the retirement. 
needs and special needs of all people will not be met. In the first place, wea 
think, through our study of the plan, that there is inadequate security for 
the low income groups. The people who are regularly employed, as I said — 
earlier, will do rather well, but we feel that the marginal groups—the low © 
income groups—are not adequately protected, and that some forms of Sup- — 
plementary assistance or some different base of payment for the low income © 
groups must be considered. : 
We question the ceiling of $5,000 as the basis of payments, and wonder — 
if this is not regressive, and whether the contributions should be based on a 
somewhat higher income so as to provide a little more support, particularly in — 
the benefits of the lower group. BW 
We feel that supplementation is going to be needed for many people, and ~ 
that this form of supplementation must be insured so that everyone is assured > % 
of an adequate standard of living. This, you might argue, is not a social 
insurance need, but nevertheless it is a real need, and it is inherent in this — 
scheme that we recognize this. : 
We question the matter of the different levels of flat rate payments—the © 
$25 in the supplementary benefits as against the higher level for retirement— r 
and we wonder about the rationale, although we recognize that this is com-_ 
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pletely new legislation in Canada providing the SED ey benefits for 
a group we had not previously had covered. 

We note that there is no security for wives and dependent children of 
-breadwinners, who become incapacitated. If a man dies his widow and depend- 
‘ent children are provided for, but if he is incapacitated and thend dies the 
provision does not appear to be made. 

The question of appeals and information, we think, is a matter that needs 
to be considered and given clarification and provided for in the program. We 
think that the right to information about the plan should be mandatory. We 
believe that there should be a provision for appeals that is simple, and that 
help in preparing an appeal should be provided by the Government because 
we have had some experience with people setting themselves up as experts 
to help particularly the less adequate people, and making a living on some- 
thing out of which a living should not be made. 

Finally, we notice that the financial audit is to be presented to Parliament 
every five years. We feel that it is just as important as having a financial audit 
to have a social audit prepared and submitted to Parliament along with the 
financial audit, which deals with the finances. 

One of the problems in this plan is that of relating social insurance and 
health and welfare programs. These are all part of the total social security 
need and we feel that we must not get caught in saying the income maintenance 
part of the program is the be all and end all of the services of these particular 
groups. 

One area in which this problem can be illustrated is in the question 
of disability payments. The matter of definition of the disabled is one question. 
Another matter is whether people should be required to take training so 
that their disability period is temporary so that they can return to the em- 
ployment market. There is also the question of availability of a high level 
of specialized services so that rehabilitation services can be provided for the 
disabled, in order that in some cases they will cease to be treated as disabled 
“people and will be able to return to the labour market at least in a partial 
way. 

One might say that this is not the concern of the C.P.P., however it is 
part of the over-all concern and is implied in the recognition of some pro- 
vision of pension under the supplementary benefits. 

In conclusion, I would like to read the last paragraph in our submission 
mI may. It says: 


The effectiveness of this Pension Plan is directly related to all 
other programs of service and income maintenance provisions. It is 
essential that rehabilitation services, personal counselling services, 
educational services, a housing program and other welfare services be 
considered as equally important facets of a total social security program 
in Canada. It is most desirable, therefore, that the entire network of 
social assistance and social welfare measures in Canada be reviewed 
with a view to ensuring a broad social security program which will 
meet the needs of all Canadians, regardless of financial status. 


In a word, we support the Canada Pension Plan bill as providing a significant 
and substantial improvement in the social security program. But we support it 
only as a part of total security and we feel that the services to people and the 
needs for supplementation of the low income and marginal income people 
must be taken care of, either through this bill or through complementary 
legislation. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much. You have 
made an excellent summary, and I am sure many members would like to ask 
questions. 
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est way I can, that I like this brief for what it says and I am delighted in ‘the 
way in which Mr. Morrow has presented it. oe 


independently and should proceed, but that there should be some assurance Q 
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Mr. KNOWLES: Madam Chairman, may I be peteitba me say, in Rite short 


It is pretty clear that the Association supports the Canada Pension Plan 
for the good that is in it, but feels there are certain gaps to which attenion 
should be paid, and these gaps have been indicated. Assuming that this co n- 
mittee, in view of quite a few representations along the lines you have made 
does recommend to Parliament that attention be paid to these various gaps, 
when do you think that attention should be paid? 


Mr. Morrow: We feel that the attention should be paid at an early date ha 
that it should not be a delaying kind of move, that this bill should be treated 


a 


that those gaps are recognized and that the next step in social security is to 
face up to these gaps. Ah 


Mr. CANTELON: I notice that you are rather disturbed about the way in 
which the bill proposes handling appeals. We were given some suggestions by} 
Mr. Myers, the Chief Actuary of the United States, that they use a way of 
handling appeals which provides four specific ways, one way after the other. 
I wonder if you are familiar with those at all. 

Mr. Morrow: Mr. Lyons will answer that question. 


Mr. WALTER Lyons: Senior Executive of the Jewish Home for the Aged 
in Toronto: Our suggestion for handling appeals derives from the knowledge 
we all have that a study of the plan shows it is complicated. It requires a 
computer to work out many things, and there are many ifs, ands and buts, and 
choices. The human being is not always able to master these and understand 
fully his rights and choices. Not all people are in an equal position to purchase 
skilled service. We believe it is important that a government- -sponsored service 
for the client should be built into the plan—not for the plan but repress 
the client. “4 


Mr. BasrorD: You mean a sort of instructional service to make sure he 
understands the plan? 


Mr. Lyons: Not only the service of instruction but a service to help h m 
and represent him. 


Mr. BAsrorD: You mean an advocate, something like the advocate under 
the pensions plan? i a 

Mr. Lyons: Yes, so that the protection of the person’s interest does not 
depend upon his varying ability to comprehend, or the resources that he happe! ns : 
to have, but is built in as a matter of right. It should be a person who represents 
and who is there to protect. This would also protect the public against what 
could easily happen through private services developing to represent t 
client in his presentation to the Government and take as a fee a percentage 
of what is obtained for the client. That could be a pernicious system which 
could develop. ; 

Mr. CANTELON: However, I gather that you wish the appeals to be handl ed 
more directly than is suggested in the bill. 


Mr. Morrow: Yes. - 


Mr. CANTELON: As to the suggestion you make that there be a report eve ry 
five years, would you elaborate as to the kind of report you have in mi d? 


Mr. Morrow: For some reason we have always recognized financial needs 
and financial auditing, but we do not always look at the social purposes 01 
a bill such as this to see how the objectives are being achieved for w. ck 
the program is set up. Therefore in proposing the social audit we realy a 
proposing that, in addition to a financial audit, a look should be taken at 


ea 
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Birdoses of the bill to see how they are being realized through the actual 
_administration of the bill. 


q _ Mr. CAnTELON: Might I have your suggestions as to who might do that, 
hether it should be the House of Commons or some body outside the House 
of Commons? Personally, I would favour someone outside. 


_ Mr. Morrow: This is a debatable point. There are merits for a committee 
| and merits for an outside group. We were not able to come up with a suggestion 
one way or the other as we saw arguments both ways. 


Cy Mr. CANTELON: The Government received suggestions from other wit- 
nesses that as people get older their needs of assistance grow greater. The 
basis for this is that their assets run down as they get older and living standards 
and cost of living change as they get older. It was suggested that more money 
‘should be available to eens as they get older. Would you care to comment 
on that? 

Mr. Lyoms: At the Senate Committee on Aging the point was raised that 
as people get older they have many more difficulties. The tendency in the past 
was to try to solve these difficulties by a home for the aged or by institutional | 
care. Throughout the world in all progressive countries, and in our own country 
toc, thinking people believe that older people should be able to have choices 
and numbers of ways of meeting their needs. Their expenses may go up, they 
may require a char service to help them keep an apartment clean, they may 
have to send laundry out, they may not be able to use public transportation. 
There are many practical ways in which supplemental service can assist older 
“people and such people should be able to purchase that supplemental service, 
if it is available, to help them to stay in the community and in the normal 
pattern of living. It is only when an older person has a sufficient income to 
purchase this that he is assured of the best kind of living. So we start with 
this point of view. 
ti Now, this is not true of all older people. However, this is not a plan 
“which is individualized, but it is a plan that is on the basis of what older 
‘people can expect, and the older you get and draw your pension the more 
you are likely to need for these purposes. 
us Mr. CanTELON: Thank you. That is very interesting. 

Mr. CHAIRMAN (Hon. Mrs. Fergusson): Mr. Lloyd? 


l Mr. Liuoyp: Madam Chairman, I join with the others in expressing ap- 
“preciation to the association for their contribution to the evidence in support 
of the Canada Pension Plan, and also for their constructive observations as 
to how or where our government’s attention should be directed in future. 

* I was particularly interested in your references to the $600 exemption. 
We did have representations to the committee that for the sake of adminis- 
trative considerations and to avoid the possibility of a large volume of refunds 
bi that $600 exemption might be removed. I believe it was the witness who 
Was supporting the fund who had suggested this. Have you given that matter 
some consideration? Your view goes the other way a bit. 


i Mr. Morrow: We see two problems. We will be very honest with you— 
it is a bit of a dilemma. As far as the benefits are concerned, it is good 
that people become participants in the fund at as low an income base as 
“possible. From the point of view of contributing to the fund, even though 
it is a very modest contribution, at its lower level it is still in effect a tax, 
you might say, on this group, many of whom would in the normal part of 
the event be supported by the stronger and higher earning group in the 
community. A $600 income is a very low income, and we had wondered if 
people could be registered at that point; but payments of any amount start 
at a higher figure, and it would be more realistic in terms of annual earnings. 
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Mr. Luioyp: I know, as you say, there is a bit of a dilemma, because I 
think you have observed academically that it is described as a regressive ta <. 


Mr. Morrow: Yes. z 


3 

Mr. Lioyp: On the other hand, the amount of dollars attracted from 
the economy, from the taxes, divided between employer and employee, that 
relieves the regressiveness a bit. Like so many things in government measure 
you try to ease the shortcomings for the sake of administrative simplicity. — 
In the case of a man earning $20 a week, if he is earning that for a very 
few weeks, perhaps he will not reach $600 a year. In the case of individus 
earning in the low income brackets, and even non-taxable in most cases, 
if there has been some deduction, they will file tax returns for the sake of 
getting the refund on the tax payment. We have many, Many instances of 
that happening. So there are qualifications to all assertions that have been 
made. Would you think it would be a serious matter from the point of con- 
tribution should the $600 exemption be removed? 


Mr. Lyons: For clarification, when you say if the $600 were to be removed, 


do you mean everybody who earned income would automatically be a member 
of the plan? : 


Mr. Luoyp: This has been the suggestion. I think one witness suggested 
$150, Madam Chairman. 


Mr. KNOWLES: Cne hundred and fifty dollars would be the automatie 
exemption. This is what some supported. 

Mr. Lyons: Generally, as our Association says in the brief, this plan 
leaves the lower income people, the marginal wage earner, in effect uncovered, 
and that anything which improves the situation we would support. . 

We also draw attention to the fact, that since you mentioned the regres: 
sive nature, that this has to do with what appears to be a somewhat arbi- 
trary line of cut-off of $5,000 for the payment of contributions. There are 
about 465,600-odd of a labour force of 6,471,000 who are earning over $6,000. — 

Mr. Lioyp: Would you repeat that please? q 

Mr. Lyons: There are about 465,600 people who are earning over $6,000; 
and it seemed to us that in the matter of financing the subsidy, consideration © 
should be given to upping this $5,000 cut-off to a higher figure so that there 
is a greater amount in the fund for the subsidy of the lower income group. 

Mr. Lioyp: You understand, of course, that originally the fund was 
supposed to be a pay-as-you-go plan, and that as a result of negotiation — 
between provinces and the federal government the people compromised it 
to a sort of general reserve fund which had the effect of levelling out the | 
contribution for a period of time, and in the long run you pay as you go. 
So that if the fund is insufficient at some future time, as I see this bill, it 
is a commitment of government to maintain the dollars it utilized in the general 
reserves of government, in the long run. I think it is pretty clear to anyone that 
the fund is not an actuarial fund to produce all the benefits. It is a sort of a 
substantial reserve at the moment. 

Mr. KNOWLES: Madam Chairman, may I ask a supplementary question on 
that point? I think it is clear, and this is a question I have asked before in 
this committee, but when you ask for an upping of the $5,000 level you are 
asking it for only on the contribution side; is that right? 


Mr. Lyons: I do not know how you can ask it for a contribution only 
on the contribution side, and not get something in return. 


Mr. KNOWLES: Then do you not defeat the purpose, in the sense that you 
ask to raise this so as to mitigate the regressive taxation feature? 


é 
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: Mr. Morrow: In this we are on shaky ground, we admit. We think that 
there could be a scaling out of the upper level so that there is some increase 
in the contributions over the $5,000, maybe a scaling feature which would 
provide something. Now, I realize that this is very shaky, and that politically 
it may have many implications on insurance funds as against a welfare 
program; but what we are struggling with basically is this low-income group 
being covered adequately, at least, being covered in some measure of security. 
This need is our concern. I think I stop there. 

Mr. KNOWLES: Since reference has been made to political implications, 
speaking politically, I would like to see contributions collected a bit higher 
than the $5,000, to leave the $5,000 as a cut-off figure for the benefit. 

Mr. AIKEN: May I ask a supplementary question? This question is in 
connection with a lower level of contribution of benefits. Would you believe 
that it would be better to permit the people in the very low levels if it were 

reduced, and vo contribute even a small amount? 

Mr. Lyons: I think we fail to understand the philosophy that unless you 
contriovute in a certain way you are not really contributing. This distinction 
between something which is a matter of welfare and a matter of right is © 
really an artificial distinction. People do contribute to welfare. People who are 
on welfare contribute to it through taxes. This has to be looked at much more, 
not on the basis of a token payment, but much more on the ability to pay, and 
the people on low incomes are not able to pay as much as those on higher 
incomes. This is why a person having $5,000 or more, who is only going to 
pay a certain proportion of his income towards this fund, is really in a much 
better position than the one in the lower bracket, because in effect he is 
paying a much smaller proportion on his income for social security. 

Mr. AIKEN: I am referring to just the question of self respect. Do you 
think this would be a valuable feature, if the people would contribute a small 

amount, would they feel that they were contributing something towards the 
plan, even if not in proportion? 

Mr. Lyons: I believe that if people are made to feel by public statements 
that they are being given a handout their self respect will be damaged. If 
they are made to feel by public statement that they are in the plan because 
they are contributing in other ways, then their self respect is not damaged. 
It is not the actual payment, but how it is regarded that is important. 

Mr. AIKEN: In other words, if it is regarded purely as a handout it might 
damage them. On the other hand, if they feel they are part of the working 
community and they are entitled to this protection, then it would not? 

Mr. Lyons: Nobody I have met among the older people has felt damaged 
at all by old age security pensions. 

Mr. Luoyp: This helps me to conclude some of my questions to you. What 
you have pointed up in your answers really is that you can only solve this 
problem if you are going to try to supplement obviously inadequate pensions 
in existence today for our working people—even where funds are in excess 
of 30 or 40 per cent of the earnings at retirement, has been the evidence be- 
fore us. However, as you know, in a wage-related scheme there are various 
philosophical and valid considerations. You cannot take care of the aged unless 
you have something like the O.A.S. as well. So, if you always bear in mind 
that the O.A.S. must continue and be refined, and the resources will become 
improved along with the wage-related plan, then the significance of the 600 
lessens, but the point at which you put the wage-related plan has always to 
be in relation to the O.A.S. payment—but the point is, as long as you keep 
both going? 
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e | Mr. Morrow: May I say pias Hanes in eines to your question? Th 
at first is that we believe there is a basic income that people need. This 


think, a legitimate responsibility of government, at the various levels, to | e¢ 
the basic income is provided. The second thing is that I agree that. betwe n 
social insurance and social assistance there are complementary aspects, and we 
are anxious that no one gets the impression the social insurance prograr 
going to carry the responsibility that must still be carried, and may be 
some cases increasingly carried, by the social assistance programs. This s 
what we are saying, that ace are complementary programs that must — be 
seen together. 
Mr. Lutoyp: And both are essential? 

Mr. Morrow: Yes, that is what we are saying, that both are essential. | 

Mr. Lutoyp: To any comprehensive social welfare program in Canada? a 

Mr. Morrow: Yes. a. 

Mr. Luoyp: On page 3 of your brief you conclude with the observation: — 

os ..i1t provides an opportunity whereby provinces can concentrate on 
be strengthening important social welfare services of non-income nature. 
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ie In this respect, are you reflecting the general feeling of your association and. 
as in fact, the community in general—and, as has been observed in the Unite d 

ei States, the case loads for the social Workees are pretty heavy—are you saying 
here there is a need in the provincial field to concentrate a great deal of atten- - 
tion to the provision of trained people in doing social case work and to examir 
ing the volume of their case loads? a 


Mr. Morrow: There are a number of aspects of service. The point we are 
trying to make is that older people have a need for service. At the present 
time, through the Old Age Assistance program, there is at least an annua a1 
visit being made, and it is amazing the kind of things that come out of these. 
What we are really suggesting is service to people needs to be strengthened | 
in order that they can live more adequately and meet some of their needs. ] Ce 
think Mr. Lyons can support this from his work experience. 


Mr. Lyons: There is not any doubt that all of us know that a scheme whit a 
has a flat rate of benefits, a computer type of financial support, cannot meet 
the individual needs of the people in itself. People have health problems: peop le 
have housing problems; people’s needs vary, and their resources to meet those 
needs vary; and there must be a full, complementary battery of supporting 
«services to meet these individual needs. The stronger the financial support i 
; the greater chance that the person can purchase these needs and that Jess. 
i’ will have to be met under welfare. But, as Mr. Morrow says, whether people 

have money or not, when you are disabled you need the best battery of rehabi - . 
fi tation services to help you to get on your feet, and by taking people and putting 
y them on a disabled persons pension under this scheme, there is no guarant ee 
at all that the person gets the vitally necessary services that are required 
A) actually to see whether he can be rehabilitated, in time, to working status oF 
to a maximum level of health. 


oe Mr. Lioyp: Then, in essence, you are saying—what has always been 2 
concern of those who come from the municipal field of government, where ~ we 
A. see its operations from day to day with persons, and it has been the subjec 
oe of considerable comment throughout the United States, and also in Canada-— 
_ that the more resources, or some reasoned, sound philosophical way you | 
find the resources, the more effective is the work in the social welfare f se 
that can be done, because, in fact, the social workers are limited in quanti 
and the case loads have been rising because the work has been cluttered uy 
by the inadequacy of pensions and social assistance programs? 
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Mr. Lyons: That is ace | 
Mr. Luoyp: The more we can make the input on that side, the more effective 


becomes the social worker—or, I should say, the more effective are the results 
your efforts? 


. Miss FLORENCE PHILPOTT (Executive Director, Canadian Association of 
Social Workers): The point we have been trying to make in this, and the reason 
we are so supportive of this plan, is that we see reducing the hanes of persons 
who will need to get supplementary assistance from old age programs that exist 
now. Something like 4.7 per cent of the people on Old Age Security are getting 
a small supplementation under the general assistance program, and something 
like 20 per cent under the Old Age Assistance get supplementary allowances. 


Mr. Francis: And even more are getting health benefits. 


Miss PHILPOTT: Yes, we say the more we can reduce the number who have 
to go to two sources for this kind of support, the more you achieve what you 
say in the first paragraph of your White Paper, “the more people can look 
forward to retiring in dignity”. 

One of our concerns in looking at social welfare and services at the 
provincial and local levels has been that much of the provincial effort has been 
directed to assistance programs. We say this at least opens up an opportunity 
whereby your provincial and municipal groups can strengthen these very im- 
portant services that can prevent people from becoming dependent and losing 
self respect. 


Mr. Lioyp: The wage-related pension with Government supplement is 
inadequate from the private sector, and it means, in the long run, your effective- 
ness will be judged by the number of chronic repeating demands for assistance 
you find in the social welfare roles of municipalities. This was the American 
criticism, that social workers, because of inadequacies, were becoming cheque 
writers instead of getting the family unit back into the earning stream. Now 
you have that additional inducement to get them back into the earning stream. 


_ Mr. Munro: Madam Chairman, I was going to ask the experience that 
the Canadian Association of Social Workers have had in the general area of 
private pension plans, whether they have had any studies with respect to them, 
and if they have any views as a result of those studies. 


Mr. Morrow: I would say ‘‘No” to this question. We have all individual © 


vs 


observations, but we have not made any study of this. 


i Mr. Munro: It is very encouraging to read your brief and to find the 
general overall support you have given to the Canada Pension Plan. Many of 
your observations are most helpful. I take it, from reading your brief, you feel 
that the contributory approach in the plan, with its many benefits that you 
have indicated, also covers certain problems that cannot be coped with in an 
earnings- -related plan—is that a fair statement? 


_ Mr. Morrow: Yes, this is fair. 
Mg Mr. Munro: Looking at page 4, the last sentence of the second paragraph, 


you state: 
of Furthermore, it appears that insufficient attention has been given to 
a taking full advantage of the flat rate benefit principle which has proven 


f its worth in our existing Old Age Pension system and integrating this 
4 principle with the contributory approach. 


Could you enlarge on that thought? 


_ Mr. Lyons: In old age security the idea, the philosophy, was that there 
ould be a minimum flat rate amount which would meet minimum needs. I 
on’t know what proportion of Canada they were realy designed to meet 
inimum needs in, but let us say minimum needs in most sections of Canada. 
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On top of that it was to be a wage-related security. When a person has a 
flat rate of $25, and he is disabled, you hardly have an application of the 
kind of principle which we are tains about when a person gets old and retire e 
from the labour market because of age. 

Therefore, we are pointing out that this amount of money, $25, real ly 
bears no relation to a fiat rate, as a base. It is the first introduction of this in 
Canada for this group of people on the basis of insurance. On that basis we 
welcome it, but we point out that it has no relation to the person’s need. : 

Mr. Muwro: I think what I am concerned with, and I am very interested 
to hear your comments, Mr. Lyons is that “insufficient attention has been 
given to taking full pivanince of the flat rate benefit principle which has 
proven its worth in our existing old age pension system and integrating this 
principle with the contributory approach”’. 

Are you advocating increases in the flat rate? 

Mr. Morrow: In some areas. In supplementary areas. The $25 flat rate on 
the supplementary benefits is one area. 

This is for the disabled and this is one of the points at which we reach 
this conclusion. The other point on which we have some question is in th 
reduced payments between 65 and 69 of the old age security, if you elect at 
65. 


We are raising this as a question and we do not have the informatio . 
Your research department will have it. There is a tendency, we think, to early 
retirement by changing the flat rate payment on this 65-69 age group, we ask 
whether this precludes a reduction of the age to 69 or 68 for one flat rate ¥ 
payments plus the wage-related payment for the aged. ; 

Mr. Munro: Is there any other area in which you feel more attentioll 
should be given to the flat rate benefit principle, other than the ones you 
have mentioned? 

Mr. Morrow: These are the ones we would emphasize. ‘4 

Mr. Munro: One concern of your association that you pointed out, and I am a 
sure everyone here feels that concern, is that these people at the poorest level, % 
the poverty level, are left out. Some clauses in your brief seem to indicate the - 
same type of concern that many authors have who, writing on this povertl 
question, say that much has been done in the United States. It has been 
pointed out, from a lot of the work done on the poverty question, that | 
contributory approach in earnings-related plans cannot adequately cope with 
these people. In fact it just skims over the top and leaves them out. q 

You have pointed this out also, and I was wondering whether you felt, i in 
dealing with this area of poverty below subsistence level, that some other i 
type of program more specifically aimed at the reasons why these people 
are a part of this so-called economic underworld would not be more approprlaay e 
and beneficial than being specifically concerned about them under a contribu- 
tion pension scheme. 


Miss PHILPOTT: I think we have really made references to this on page 3, 
where we have clearly indicated that we see limitation to any kind of soci 
insurance plan to deal with the broad problems of poverty and other disabilities 
in our community. However, I think in our final paragraph we say that you 
have to look at the whole network to see that this is just one section. We don’t 
expect any one insurance plan to be able to deal with this whole problem of 
the marginal or substandard or non-income workers in our community. 

The point I think we want to emphasize is that we would like to see eve ry 
social insurance plan reduce to the absolute minimum the number of perso ns 
that have to go to two places for their assistance. | 


fr 
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Mr. Munro: Do you feel that the way this legislation is drafted we have, for 
ll practical purposes, tried to reduce this area to a minimum? 


_ Mr. Morrow: The question we raise—and we use the word “substantial” 
in our brief—is that there is a substantial group going to two places, and we 
think that there is something wrong with the program. If it is a relatively small 
group, and this is what we anticipate, we do not have the information to know 
‘at what point the group that we are talking about would become substantial. 

I might say that we have one other concern with relation to the poor 
group, and that is that they have some rights for income which are recognized 
just as much as the people who are drawing from the contribution scheme. As 
citizens they have certain minimum rights or expectations, not necessarily from 
the income-related program, and they must not be made to feel like complete 
failures and sort of pushed from pillar to post. We recognize that these Poon 
have needs to live and must be provided for decently. 


Mr. Munro: When they retire. 


Mr. Morrow: Yes. At the point of retirement, but it must be a program 
that is dignified just the same as for the people on the wage-related program 
who have certain rights that they can expect. 


Mr. Lyons: Mr. Munro, may I ask you a question? You say ‘“‘when they 
tetire’. You are not suggesting that we don’t have to look at the problem long 
before they retire? 


Mr. Munro: That is what I was getting at. Talking in terms of this pro- 
gram, in effect, the concern you indicate here, and it is a very valid concern, 
is for all these people. Presumably, you are referring to the under-$600 exemp- 
tion level who will not be able to participate in the plan. 

It has been pointed out on many occasions that such persons, if they 
remain under the $600 level all their income-earning lives, on retirement 
under the old age security will, in terms of dollars of income, be receiving a 
larger income annuall; than they were during their lifetime prior to retirement. 
Because of the very nature of your organization, I thought you might indicate 
your feelings in this way, because it is certainly the feeling of many here. I am 
sure that anyone who should fall into such a class where he will always be 
outside the ambit of this legislation because his income is below $600 is obvi- 
-ously in such a group that a specially designed program is a necessity. 

They fall into that group where specially designed programs that do deal 
with poverty are essential, along with new educational approaches in housing 

and so on, in order to lift them up out of this area. I advance that as the justi- 
fication, if you like, for the $600 and I don’t find any answer for it other than 
other specially designed programs; but I don’t find any answer for it in any 
type of earnings-related social security scheme. 


| Mr. Lyons: This probably is really a reflection of the failure of our society; 
not their personal failure so much as our failure. And with a broad variety of 
€conomic and education and other supports, this problem should be minimized. 
There is no substitute for these other kinds of wage-related schemes. 


| Mr. Munro: To the degree that those urgent programs are successful they 
will alleviate the problems of those people? 


Mr. Lyons: Yes. 


Mr. Munro: The only other matter I wanted to touch upon, Madam Chair- 
man, is this area of regressive taxation that was mentioned. As Mr. Lloyd has 
pointed out, the employer’s percentage of the contribution to a degree militates 
against or alleviates this regressive feature, and I think you agreed with that. 
‘I thought that that was an indication that you agreed to what he suggested. I 

take some comfort in the fact that this regressive feature has been alleviated 


to a considerable extent when one takes into account not only the employer’s 
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Wy : contribution in this whole scheme but the exempt contributions on the $600, and 
_ the considerable weighting factor of the old age security when it is considere¢ 
Al ain conjunction with the Canada Pension Plan. When these three things are 
looked at as a parcel I think the regressive aspect of the contribution rates of 
zh _ payment under the Canada Pension Plan are to a considerable extent overco ne 


I wonder if you would care to make any observation on that? ; 
Miss PHILPOTT: May I make a comment on that? It seems to me that this 

is why we have made such a strong plea for this social audit that will take place 
ea with the financial audit, because in looking over the testimony that has been 
given before this committee from a variety of groups, and at the various reports 
that have been prepared by the Government with respect to this bill, it see 18 
to me to follow that the effect of this is going to be in several aspects. For ex- 
i ample, I think that on more than one occasion it has been stated that the rela- 
i: tionship between this program and your present national assistance provisions 
cannot be determined now, and it will take probably several years before we will 
see the relationship. I would think that some of the questions that have been 
raised can only be assessed adequately after there has been an experience. I 
think we mention that as there is experience we shall see opportunities for eli- 
Minating what seem to be limitations in this plan. 
Mr. Munro: I have one final question, Madam Chairman. Perhaps the sub= 

ject matter is not too close, but there has been considerable discussion of late 
of this type of study you are now recommending, all under the heading of 
“Poverty in Canada’. A considerable amount of work has been done on it by 
the private authorities, and I wondered if the Canadian Association of Social 
Workers have undertaken any studies themselves of this question? a 


Mr. Morrow: No, but there are groups that are active on this proble a. 

This whole problem of poverty in Canada is one that we will probably be very 
active in, either through other organizations or ourselves, in the future because 
we are just now coming to an understanding of the embedded nature of the | 
problem. e . 
Mr. Lyons: Mr. Munro, may I add to that that when we talk about studyi 1g 

this we are not alone concerned with poverty. When we talk about social wel- ; 
fare we are not talking alone about the poor. We are talking about ourselves. In 
this society today we need the kind of study which the Hall Commission prepared 
| which incorporated in its conclusions many of the recommendations made by 
this association. q 
The whole matter of help and the services that enable people to live healthy, 
normal lives, is not confined to the matter of poverty. It is confined to most levels” 
of income, and, God forbid, if you are married and you have a child who ‘is 
mentally ill or mentally disturbed and you look around for adequate resources 
for treatment you will get a good example, whether you have or have not money 1 
of how poverty stricken we are in this country. The whole network of sup- 
porting social services must not be thought of as relating alone to the poor, but 
as related to our citizens as a whole. This is the kind of study we have in mind. 
May I make one other comment regarding the regressive nature. It does 

not matter how you work the percentages or what the employer contributes. 
Where we see the regression is in the fact that the person who has a reasonable 
or comfortable standard of living is better able to pay, and it costs him less. It 
takes less out of him to get his security than it does a poor person, and no matter 
how you slice it, that is regressive. ae 


3 Mr. KNOWLES: Madam Chairman, I wonder if Mr. Lyons would include 


y if the totality of the picture such things as the dislocation caused by automa a 
___ and other changes—the kind of problem that is raised by Galbraith and others 


1D) 
= 
1) 


tho say that we should pay people even though they do not work. In other 
ords, are you thinking of the problem of a guaranteed income for all people? 


a Mr. Lyons: Yes, sir, those problems are part of the problems that affect 


adequate opportunity for people to be productively employed. Perhaps this 
in this country that need manpower and service. Perhaps it is a matter of 
shifting people around and re-educating them, but certainly we should take 
the constructive perspective of having our citizens engaged constructively in 
living, and not just having them pensioned off and let out to pasture. 

A Mr. KNOWLES: This is a problem for the whole of society and not just for 
the poor? 

_ -‘Mr. Lyons: It most certainly is. 


Mr. Francis: Madam Chairman, I was particularly interested in the 


balanced approach of the brief, which indicates that a comprehensive system 
of social security must include social assistance—which is the oldest chronologi- 
cally of these measures—social insurance, and flat rate benefits. It seems that 
very few of the presentations before us have Kept this in focus. Particularly 
am I impressed with the emphasis on the need for individual case work. We 
talk about inadequacy or gaps in the programs, and your group, as I would 
expect, recognizes the need for supplementation and the need for case work 
related to individual circumstances. 

I wanted to correct what possibly might be a misunderstanding on my 
part—my hearing may not have been too good. The proportion that received 
supplementation in 1964 is 4.8 per cent of the old age security recipients, but 19 
per cent of old age security recipients are receiving supplementation on a means 
test basis, and that means a little over 100,000 persons. 

Mr. Morrow: That is correct. 

vi Mr. FRANCIS: Professor Clark last night made the point that he thought 
old age assistance should be extended beyond the age of 69. I presume you 
would agree with that recommendation. Do you feel that in looking at the 
‘whole picture that this is one of the gaps? 

Mr. Morrow: If I could just intervene here I will say that the needs 
picture, must be individualized, particularly with the aging group where you 
need special care. In some cases it is actually cheaper to the community to 
‘Provide assistance beyond basic payments so that people can stay independent. 
mt Mr. FRANCIS: Would you accept this, that the universal flat rate approach 
lay go only so far? There is a certain percentages of cases that economically 
cannot be handled by any means except by case work and supplementation? 
a Mr. Morrow: Yes, and provision must be made for those. 

i Mr. FRANCIS: It seems to me that this is a very significant gap in the presen- 
tations before us of some of the other organizations, and one which, quite 
frankly, surprises me. Mr. Lyons in reply to Mr. Munro said this social in- 
surance is regressive, and no matter how you slice the cake you still have to 
with this. This seems to be a general indictment of social insurance 
itself. Is this not so, Mr. Lyons? 


- Mr. Lyons: I do not know whether it is a general indictment of social 
insurance itself, but I am saying that there is a tendency—there is bound 
to be a tendency, perhaps—towards this feature, especially when you have 


u 


‘a wage-related pension plan. 

4 
. r Mr. Francis: Of which you approve? 
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If you think of your program for blanketing in, how you would blanket in, 


_ the universal old age security system? 


‘this plan. 
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Mr. Lyons: Yes, of oinht: we approve. What we are saying is that 
effort should be made to mitigate the regressive features of ii We cannot 
eliminate them, but. of 


Mr. FRANCIS: You s see, the problem we are caught with is this $600 exemps 
tion. You say it is not high enough, but if we raise the exemption we cut dow 


our coverage. a 


Mr. Lyons: No, sir, this is not necessarily so at all. It is quite possible t 
include people at $600 and assume that they have made contributions betwen 
$600 and $800, and begin at $800—in other words, just blanket them in. 


Mr. Francis: I would have liked to have seen a specific recommendation 
if this is what you have in mind, because as I read your presentation it would 
seem that you are saying that the $600 is not high enough. The way we have 
drafted our legislation would cut our coverage down. The only other alternative 
is to come up with the point of blanketing any other categories. Already we 
have had some interesting suggestions. We had a presentation from Mr. Woods S 
of the Mercer Organization when he proposed that, prior to the announcement 
of the program in 1966, that prior earnings be blanketed in on a certain flat ‘ 
rate. When he presented the situation, he just reduced benefits significantly. 


do you have any specific suggestions which you. would think would answer the 
criticism that if you raise’ this and do not want to cut down coverage how do you 
blanket in? : 


Mr. Lyons: We are not presumptuous enough to be able to make any real 
presentation on this. The resources which are available to you in regard to advice 
and so on are far more capable of taking care of the specific details. What we h 
can do is deal with principles and if you adopt a principle I am sure you a 
have a marvellous machinery which could produce the organization necessary 
to deal with it. | x: 


Mr. KNOWLES: I have already asked Mr. Osborne to provide information 
along that line. as 


Mr. Francis: I think the morals and the tenure of your brief are high and id 
I appreciate it and I am sure it will be helpful to the committee. ‘4 


Mr. AIKEN: We have been stressing the poor group who would not be 
included normally under this plan as marginal. I would like to ask some ver} 
delicate questions, because we seem to be circling around the real issue involve ie 
If we accept your suggestion that everybody in the lower income should be 
included, whether or not they contribute, are you then not back in essence ' 


Mr. Morrow: We are not suggesting that everyone necessarily be included 
in this plan. We are suggesting that, as a part of social security program in 
Canada, provision must be made for an adequate income security for this 
group. It is quite a different matter that we are suggesting and I think ve 
should be very clear on this point. We are saying this plan is only one part ¢ 0! 
a total social security program and this is a group for which this plana 


inadequate, but we are not suggesting that they necessarily be blanketed in 


Mr. AIKEN: This is in fact the point I was trying to make, that this plan i 
fact is inadequate to meet the requirement problems of the poor. 


Mr. FrRANcIS: That is not what he said. 
Mr. AIKEN: Please— a 
Mr. FrRANctIs: I object. . a 
Mr. AIKEN: I am sure he did say that. a 
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Mr. Morrow: I will try to answer the question again, although I think I 
: answered it correctly the first time. 


Mr. AIKEN: This is what I understood you to say. 


Mr. Morrow: I think you have taken an emphasis that I did not intend. 
This plan is inadequate for the marginal and the poor, but we are recognizing 
this as inherent in a social insurance program. We are saying that another 
provision must be made so that this group that is really not adequately provided 
for is provided for decently in our total social security program. 


Mr. AIKEN: This is what I was getting at. There is a segment of the 
population which this plan does not cover and it is this particular group we 
have been talking about, that some other plan will have to be devised for their 
_assistance. Is that correct? 


Mr. Morrow: That is correct. 


Mr. AIKEN: In this connection, have you any views—it may be a delicate 
' question, but we have been talking around it—about the desirability of BAe 
this plan into more of an old age security type of approach. 


Mr. Morrow: We did not consider this because this plan has already been 
drafted and this is a bill which is before the House of Commons. Therefore, in 
our submission we looked at this on the merits of the bill and we have pointed 
out where we see the gaps to exist, and our approach has been on this basis. 


Mr. AIKEN: So you have accepted the bill as it is presented and are point- 
ing out that these people do not benefit under it or benefit inadequately. I will 
reserve my further comment for argument at a later stage, as I think the point 
has been made adequately at the moment. 


_ Mr. BAsForp: I alse appreciate the Canadian Association of Social Workers 
having come before us to give the benefit of their wisdow. I would like to 
pursue some of the fascinating doors which have been opened, but rather than 
do so I will ask one specific question. In your brief, at the end, you say in the 
second last paragraph, you speak of a report on the effectiveness of the plan. 
I would draw your attention specifically to clause 117 of the bill, dealing 
with the position and duties of the Canada Pension Plan Advisory Committee. 
I wonder whether this clause is sufficient for your purpose or whether you 
‘would like to suggest changes in it, particularly in subclause 4, as to the duties 
of the Advisory Committee. | 


Mr. Morrow: We deliberately phrased our recommendations in the way 
in which we have. We feel that the advisory committee is responsible to advise 
the department and the minister on the operation of the program, and that 
the matter of a social audit or a five-year review is a different kind of function. 
We made no specific suggestion, as I said earlier, as to how this five-year 
review might be carried out. We see two different kinds of job. The advisory 

committee is an on-going committee that gives advice on the operation of the 

plan as it is. They may point out to the minister weaknesses in the service. On 
the other hand, what we suggest is a social audit which would be presented 
to Parliament in the form of a statement or a stocktaking as to how it is meeting 
its social purpose. We feel that five years is the minimum basis on which any 
reasonable assessment can be made. 

Mr. BASForRD: I am wondering at the wording of the bill which, amongst 
other things, is to consider “the adequacy of coverage and benefits under this 
act”. Surely this would constitute a review as to whether it is adequate. 


Mr. Morrow: Adequacy cuts two ways. 


Mr. Lyons: There is adequacy of the benefits and coverage, but a social 
audit has a little broader perspective and asks how does it really fit into the 
- general framework of Canadians. Our suggestion is to review how it fits into 
_ the larger picture, not just within the confines of the wording of the bill, not 
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in terms of benefits and the number of people covered, but. rather, does it 


iM serve the social purpose. You will notice that the Canada Pension Plan White 
Son Paper said: ha Leer a 
es All Canadians will be able to look forward to retiring in security 
and _ with dignity. ¥ 
oe That is quite an objective and we know already that the C.P.P. does not provide 


___ this for all Canadians. Our stress has been upon the other features that are 
Hee necessary, the other kinds of social security that are necessary. We indicate 
s _ that this must be looked at as part of a broader picture. When we talk about 
social audit, wet alk about it not just within the confines of the act but its 
ss general purpose within society. ‘a 
dy Mr. BAsForD: You are not prepared to say quite specifically how this can 
-_-+be done? — 
Oe _ Mr. Lyons: It is quite evident that a body would have to be set up to do 
this. A committee which is interested mainly in the financial audit is not neces= 
sarily to be assumed as competent to do the social audit. Whether the committee 
should be reconstituted to do both jobs or whether a new committee should 
NE be set up, we think that the members are just as able as we are to make 
Ne recommendations on that point. We do not have a preference so long as the 
i objective is attained. ‘a 
ek Mr. Morrow: We see three alternatives to this proposal. One is a com- 
ie mittee such as this, one is the advisory committee, one is a panel of experts, 
There are merits and faults in each of the proposals and we go no further 
than recognizing there are three ways in which this can be done. a 
Mr. BASForD: One alternative, as I understand it, if I may use the word, 
is “to beef up” the advisory committee and more carefully instruct it as to. 
__ what should be done. a 
! Mr. Morrow: That is one possibility. i. 
Miss PHILPOTT: While we are on that point, in regard to the composition 
of the advisory committee, which is to include employers, employees and the 
_ public, we would assume that the public you are talking about would include 
people with special competence and experience in conducting social audits. 
oak Mr. Basrorp: Thank you. a 
| Hon. Mr. Denis: Do you speak French? 
Mr. Morrow: Unfortunately, no. I am SOrry. : a 
Hon. Mr. Dents: I would like to ask a few questions in English. I would like 
to know if most of your members are working without any salary, or on what 
basis? Re 
Mr. Morrow: We are a professionally employed group and our members 
are working all across the country. Your deputy minister is one of our mem- 
bers, and we are found everywhere. a 
Hon. Mr. Dents: At the commencement of your brief you say you hav e 
i a membership of approximately 3,000 members. Are they all social workers q 
Mr. Morrow: Yes, they are all professional social workers, and our mem=- 
bership, our people, all have university training at a school of social wo rk 
and are professionally employed somewhere in Canada. ee 
Ee Hon. Mr. Denis: And presumably your work is mostly welfare for tho e 


Am in need? a 
oi Mr. Morrow: Yes. a 
| Hon. Mr. Dents: I take note that your brief says, on page 3: > 
The legislation appears to be reasonably satisfactory as a retire 

ment plan for perhaps three quarters of the working population. ae 
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aS Sraeided tor: 
Hon. Mr. Dents: About 25 per cent? 
Mr. Morrow: Yes. 


Hon. Mr. Denis: And you will agree with me that that 25 per cent will 
be partly covered by this piece of legislation if you come to the conclusion 
that those 25 per cent of the population not covered by this particular bill is 
‘partly covered by the old age security plan? 


Mr. Morrow: Mr. Lyons would like to reply. 


Mr. Lyons: I like your word “partly.” When you say “partly covered” 
we could agree with you. 


ie Hon. Mr. DENIs: Yes. 


i Mr. Lyons: Our concern is that when this deals with the widows and the 
disabled, there is a whole group of need there amongst those people which is 
hot met by this plan as well. 


Hon. Mr. DENIs: Then if I understand well, by this piece of legislation 
three quarters of the population is well covered ‘and the other 25 per cent is 
' partly covered. So all that is left is the part of those. who are partly covered. 
| There is social security legislation in Canada for family allowances, pensions for 
_ the blind, and then measures for disability pensions, workmen’s compensation, 
unemployment insurance, needy widows, and the like. So that it does not mean 
that this piece of legislation is all that the federal government has decided 
to do; it might do something else in later years. However, at the start of your 
“remarks, Mr. Morrow, you said that it was one slice of a pie. Would you add 
a couple of slices? There is only one slice, and the rest has not been touched 
_yet. 
bg Mr. Morrow: There are other pieces in this pie, but this does not complete 
_the pie by any stretch of the imagination. 
« Hon. Mr. Dents: If you are professional workers, after this piece of legis- 
lation is passed, if it is passed, you will have less work to do and do you sug- 
_ gest that the government should get advice, information and the like? Do you 
think you could do your part in that suggestion of yours that your association 
"might be looked to to give advice and information to the ppulation of Canada, 
as far as this piece of legislation is concerned? 


bg Mr. Morrow: Well, I think that we need to be clear. We are an employed 

a group. All of our members work for somebody. 

i. Hon. Mr. DENIs: Yes. | 

: Mr. Morrow: And so far as giving advice and counselling, and so on, we 
hope that in large part, if funds are made available to provide this find of 

service, that members of our association will be employed in the appropriate 

places to carry out this type of job. 

3 Mr. Lyons: There are really two aspects, one of which we are competent 


"represent a person in the legal and technical aspects of this plan. People are 
going to seek advice under this plan and they are going to bring along with 
them a generalized problem. We do think that anybody who is counselling a 


to do, and one which we are not. We are not competent or specially trained to > 
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client and acting on their behalf should be astute enough to recognize that 
there are other problems concerning the Canada Pension Plan, or any deci- 
sion about it, that they cannot solve for themselves, that they would be referred 
to an appropriate service for their particular problem. I do not agree that e 
are going to have less work at all. I can see that our work can be more pro- 
ductive if we have less inhibitions, not that we will have less work. 


Hon. Mr. Denis: I think it is a very good suggestion that people should 
be aware of this new piece of legislation, and I think that the government when 
this piece of legislation would be in operation, if it is passed—that in different 
parts of Canada there will be officers who will be most happy to give all the 
information. 4 

Now for the last question. Did you suggest that there should not be any 
exemption up to $600? : 

Mr. Morrow: No, we did not suggest that. 

Hon. Mr. Denis: That is all, thank you very much. 


The CHAIRMAN (Hon. Mrs. Fergusson): Are there any more questions 
from the members? If not, on behalf of the committee I wish to thank Mr. 
Morrow, Miss Philpott and Mr. Lyons for preparing this brief and appearing 
before us, and giving us such a clear understanding of the matter contained in 
the brief and also for your excellent answers to the questions put by members 
of the committee. , 

I am sure the things you have told us and the ideas you have suggested 
will be weighed very carefully by this committee when it is coming to its 
decisions, and we thank you. a 

Mr. Munro: Madam Chairman, I would like to make a motion along the 
lines that you have mentioned. Before doing so, may I say that one of the 
reasons for the excellent brief is that Miss Philpott had something to do with it. 
I have learned that she is the daughter of the original founder, the first pastor 
of Philpott’s Tabernacle, in Hamilton. & 

I am sure I speak on behalf of all the committee in expressing gratitude, as 
the Chairman has done, for the excellent brief, and the help these representatives 
have given us. 


Mr. LLoyp: Madam Chairman, I am happy to second the motion. May I make 
a brief observation? Since I have been here for only a short time, I have an 
increasing awareness that in government measures there is a constant reconciling 
of a wide range of conflicting interests and concerns. I think your brief, coming © 
at this time helps us to put into proper perspective our responsibility in the 
social welfare field, with due regard to the economics of our time, and consonant ~ 
with the technological changes, and the like; and I am deeply grateful. a 

—Motion carried. : 


The CHAIRMAN (Hon. Mrs. Fergusson): As I said at the beginning of the 
meeting, Dr. Clark has kindly consented to appear before us this morning to 
conclude his evidence. Will you please come forward, Dr. Clark? 5 


Mr. Ltoyp: Madam Chairman, before Dr. Clark proceeds and the question- 
ing commences, I would like to make a brief observation arising from my ques- 
tioning last evening. a 

The CHAIRMAN (Hon. Mrs. Fergusson): All right, Mr. Lloyd. 


Mr. Luioyp: In attempting to summarize the brief, Dr. Clark had made cer- 
tain statements with relation to the net worth of self-employed people. I 
understood his application of the term, and this led to misunderstanding on my 
part. I must say that on re-reading his brief in this sector he, with some clarity, 
pointed to a problem with respect to the investment portion of income, and was 
in effect trying in a constructive way to suggest a method of making allowance e 
for the investment portion of income of self-employed people. . 
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I had the opportunity of discussing it with him this morning, and we both 
agree, I think, Dr. Clark, it is not an easy thing to resolve, but that the invest- 
ment element is there. Maybe the staff have come up with a reasonable answer 
but, nevertheless, I do appreciate the fact more fully now. What you were at- 
tempting to do was to draw attention to the investment element of self-employed 
people in the way of income. 

The CHAIRMAN (Hon. Mrs. Fergusson): Dr. Clark, I am sure all members 
of the committee are very pleased you are able to conclude your evidence this 
morning. As you know, I suppose from reading other reports of our proceedings, 
the witnesses before this committee have given a concise summary of their briefs 
and have answered questions regarding them. If you wish to add to your state- 
ment to the committee, I suggest you limit your concluding remarks to not more 
than 10 minutes, which will give the committee an opportunity to ask questions. 

Dr. RoBert M. CuLark, University of British Columbia: Madam Chairman. 
I believe I can show that degree of restraint. 

Thinking over the remarks I made last night, I wanted to come back just 
for a moment to this suggestion on how one would compute the income of the 
self-employed. This is in clause 10 of the bill I had suggested two possible ways 
of doing it. I had suggested allowing a return on their capital. I think two addi- 
tional comments need to be made. When I was talking about their net worth or 
capital, I was talking about the book value and not the market value, because 
I did not think it was feasible to have the market value taken. Assuming a man 
has an income of $4,000 and.a varying amount of capital, if he has no capital he 
is not affected, but if he has capital of $5,000 his contributions would drop from 
$122.40 a year to $111.60; in other words, $10.80 for every $5,000 of working 
capital. The point would be reached where at capital of $56,667 he would make 
no contribution to the program, though he had a net income of $4,000. If he had. 
a higher income, he could have a higher amount of capital and still not con- 
tribute. I mentioned an alternative way of doing this was to assume some frac- 
tion would be taken off that income, possibly the same fraction for all self- 
employed people, possibly not. But, on this alternative, no matter how large the 

amount of capital, a person would not be excluded from making a contribution. 
These are two different ways of trying to put the self-employed and employees 
on the same basis. 


I had reached the end of my comments on the sections of the bill. I wanted 
to refer very quickly to the matter of the different impact of the program on 
different types of industry. I attempted to do this in two ways. I said this was 
not in the least way a criticism of the bill. First of all, by taking labour costs 
as a per cent of sales—and this is shown in the first chart, which is not numbered 
by page, but the one appearing after page 25, and it shows a substantial dif- 
ference there. The second chart attempts to show just how much range there is 
within a category such as service, manufacturing or the like. I think it is quite 
clear then that even although the coverage of this will include a very high 
‘proportion of the labour force, the initial impact will be significantly different 
from industry to industry, and even within broad categories of industry. 


Lastly, on the relationship between Old Age Security, Old Age Assistance, 
and the Canada Pension Plan, it seems to me that the majority of persons 
aged 65 to 69 not working will take their Old Age Security at an actuarially 
reduced rate, even without pressure from provincial governments to do so. 
In these circumstances, it seems to me desirable that Old Age Assistance should 
be payable, as it is in the United States, without any upward age limit at all. 
An alternative way of doing the same thing is to have a broad category called 
assistance in which you do not necessarily call it Old Age Assistance at all. 


| The entirely separate financing of Old Age Security and the Canada 
Pension Plan makes it far more difficult for the public and legislators alike to 
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They are so related that it seems to me when the committee is considering the 


to answer any questions that might be asked. 


the United States. 


psychologically it has a great deal to commend it from the viewpoint of peop. le | 


, ' - A : > eee 


understand what is the combined eA ay not only in total Goliete but it 
terms of dollars per individual family. It seems to me that the chief actua a 
in making his studies, which he is required to do under the bill, should be 
required also, not only at the start but in considering future amendments - 
benefits, to show the combined cost with Old Age Security put on a commo a 
denominator, so that one can see exactly what is involved. It is also important 
if we realize that in 1975 contributions as well as benefits for Old Age Securit: yi 
will be very much greater than corresponding contributions and benefits of 
the Canada Pension Plan. It would also seem to me—and I have not included 
this in the brief—that it would be useful for the advisory committee—and I 
would suggest it would be appropriate to amend the bill in this respect—to. 
have to consider not only the Canada Pension Plan, but also Old Age Security. 


one it should consider the other as well. The chief actuary should be required 
to provide estimates to Parliament not only when the Canada Pension Plan | 
is being amended but also when the Old Age Security is being amended. 4 

I do regret very much that Old Age Security and the Canada Pension Plan 
are financed on a different basis. It would certainly be much more preferable 
if the same basis, perhaps with some modifications, could be used to finance 
both. Thank you very much, Madam Chairman. Now I am prepared to ae "4 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much, Dr. Clark 
Mr. Aiken has indicated he would like to ask you some questions. 


Mr. AIKEN: Dr. Clark, Mr. Anderson, who was one of our previous wital 
nesses, indicated he would like to see two separate funds for the Canada Pen- — 
sion Plan, one for the pensioners themselves and one for related benefits. This — 
is a question that also came up in connection with another witness who felt i 
that the two should be separated for the purposes of administration. Have youg " 
any remarks or comments to make on this proposition? t 


Dr. CLARK: With reluctance, I find myself disagreeing with my favourite : 
genius, Mr. Anderson. His analysis starts off with what he terms ‘high grading” ; 
and deals with the question of “windfalls.’’ These windfalls are going to be 
provided for individuals under the plan, whether they come from the employer’s 
contribution or from the employee’s. This does not affect the substance. As he 
himself said, it is a question of form, not of substance. I prefer to see these! Ke 
together in Canada, because I think it highly desirable to retain a parity of 
contributions, substantially, between employers and employees. The effect of 
his proposal would be that the proportion of the plan to be financed, in thal ; 
first instance, by employers, would progressively rise until it was about twice © 
that of the levy on employees. As a general proposition, from my philosophag : 
of public finance, I prefer taxation to be levied on people where they can see 
it, rather than to be concealed in the prices of products they buy. Therefore, 
it seems to me to be no advantage, in fact a positive disadvantage, to go at it | 
in this way. There are certain advantages to his proposals, but, on balance, 
I prefer to keep it together, as is done in the United Kingdom, for instance, and 

Mr. CANTELON: I suppose this would be part of the reason why in clause” 
1(10) you suggest the program be required to be self- -supporting? 4 | 


Dr. CLARK: Wes, Mr. Cantelon. I said last night I think there is a rez dae 
political risk, if you like, that, because so much of the burden for providi s 
increased pensions can be passed on to future generations, in the sense the 
will have to pay higher rates for the same level of benefits, this part of weld 
fare may be over-expanded in relation to other parts. The. requirement that q 
the program be made self-supporting helps ensure this would not happen. Also 0 


®.@ 2) Si hae A _ y t LG PMT APNG DD ho N eta) | oy We ad et LL ee oe AO) ee we Gee A A Oe ee ha 
Wise arc eat Lo here noite : ’ So A RS ay A ZN © I At A WS 
eed PENANG Nb eee A i ; nt oh ge PUR 53 bake NU CN a a ara Tye AA pa he 
f sid nel Sh ha i at Pace REY Oak en HAAN Ge (Ce ee A Ge Haare Aan taal che uy ey Lan ona Pa a ae , 
H Ts 4 ANT FN BMA ey Be Rs ot DAL ey GATED Spanien Gntak te Ny, Mah eg Y hey < 
tbs hater irs , Lees Ay 7A a | , } \ ! 
i) bY « ¢ 4 i 
\ 4) 
i 


* weet 4h ‘ Re: | ; ! 
oy es a ea lah j ui bal ; ‘ “we 

bee SHR I 3, Rta ead ge ny : 1587 
wd}. J ~ ji ‘ Sew 


oe ee Proust direct contributions. 


ie Mr. CANTELON: You are not, however, opposed to the idea of part of the 
plan, shall I say, subsidizing—I do not like that word—providing “windfalls” 
a for another part to cover it? 


a Dr. CLARK: This really comes under two parts. Any social insurance plan 
nvolves some internal or cross-subsidies. I certainly do not object to those in 
Berinciple, for instance they all have subsidies from the single to the married 
person. This is common to all social insurance programs that I know of. I think 
‘this is reasonable. I am objecting to the extent of the internal subsidies here 


AS 


- others. 

A 

i Mr. AIKEN: Madam Chairman, I have another question on another matter. 
The CHAIRMAN (Hon. Mrs. Fergusson): All right, Mr. Aiken. 


4 Mr. AIKEN: Mr. Myers from the U.S. social security, O.A.S.D.I., I suppose 
ant should say, was before the committee and he suggested that asa ean of the 
coming into force of the O.A.S.D.I. some years ago in 1937 that the sale of 
| private pension plans in the United States increased. 

| Are you able to tell us whether, having studied both plans, this would 
have a similar effect in Canada as a result of bringing in the Canada Pension 
mr ian? 


iC Dr. CuarK: I believe, Mr. Aiken, from reading the evidence that was 
presented, that Mr. Myers did not take the statement you have referred to. 
f "Rather he said that he thought the proportion of employees covered under 
| private pension plans in the United States would be about the same as the 
_ proporion in Canada. 

4 Now, we don’t have precise statistics for all of the country on this, but in 
‘fact what evidence we have says that for the United States it is between 30 
and 33 per cent and for Canada it seems quite clear it is appreciably higher; 
how much higher we don’t know. | 

h We do have these facts. The Dominion Bureau of Statistics brought out a> 
_ study in 1960 and that showed 4,520 plans in Ontario alone and about 9,000 in 


think the actual increase was that much. I think that the original survey did 


not perhaps get all the information still it was a very substantial increase. 
If we look at the statistics of the Dominion Bureau of Statistics for the years 
bs 1960 to 1963, they show an increase of 34 percent in the number of plans and 
_ employer pensions. The number of employees covered by these plans increased 
: £19 per cent while the civil labour force was growing by 5 per cent. 

Ag? Now, in Ontario 44 per cent of paid employees are covered according to 
1G the statement of last April. I would not think it was quite as high for the rest 
' of the country, but probably they are not greatly behind. You might think 
_ that for the country as a whole, I suppose, it would be maint of the order 


Dr. CLarkK: I think yes. 
_ Mr. AIKEN: Thank you. 


which go in dollar terms to those earning $5,000 and up as compared with a | 


> 
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The CHAIRMAN (Hon. Mrs.  featebbedny: Have you finished, Mr. Aiken? 
Mr. AIKEN: Yes. q 
The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Francis. " 


Mr. FrRANcIs: Madam Chairman, this morning Professor Clark said, 
I understood him correctly, that he would like to see both the Canada 
Pension Plan and the old age security financed on the same basis. Which 
would he prefer to see, the present basis of the old age security or the pro- 
posed basis of the Gereda Pension Plan of the bill before us? 


Mr. KNOWLES: Or something else. 4 
Mr. FRANCIS: Yes, or something else, Professor Clark. a 


Dr. CuaRK: I have never liked the basis for financing old age security, — 
Mr. Francis. It has always seemed to me illogical. I see no justification for 
having a corporation income tax to finance part of it. The effect of this is 
that there is a substantial proportion of employers who are either corpora- 
tions which lose money, or are not corporations, and make no direct con-— 
tributions in any way. The proportion of corporations losing money each yearg 
has been over 40 per cent according to Taxation Statistics for a few years. 

Now, if employers have an obligation to contribute toward the scope 
of prilosec in retirement, surely this is an obligation which rests on all 
employers and not just on those who are (a) corporations and (b) making 
a profit. ‘ 
Therefore, I prefer in principle the levy which is in the Canada Pension _ ss 
Plan as far as employers are concerned. As far as the sales tax is concerned, — 
and the personal income tax, I would prefer actually it if a basis such ast 
we now have in Bill C-136 was used to finance both. If you were doing en 
it might very well be that you would want to change the exemptions. I am — 
not just sure how you would adjust the rates. _ 

I think there is a fundamental difficulty in doing this, and that is that 
the Quebec Government has its own plan and its own way of raising revenue. — 
This seems to me a major obstacle to get the two programs financed on the © 
same basis, unless the Federal Government were prepared to say to the — 
Government of Quebec: “You pay the Old Age Security pension as well.” — 
And I can well understand why the Federal Government would not want | | 
to take that position. F 

This is what creates some of the difficulties in dealing with this. 


Mr. FrRANcIS: I am not sure, Professor Clark, but I think we all under- — 
stand some of the problems. However, I gather you feel that the present — 
proposed financing, generally speaking, of the Canada Pension Plan is good. — 
You approve it in so far as you feel you can. Your criticism is more directed — 
to the financing of old age security than to the proposals of the Canada 
Pension Plan. Is that a fair summary? ri 


Dr. CLARK: Yes, that is entirely fair. If I might just add one comment 
that I had meant to make earlier, and it is really not in relation to your | 
question. In terms of amending tie Old Age Security for the future, I think 
that there is a very strong case, when this is increased, for not giving double | 
the increase to the married couple that is given to the single person. mt 

I pointed out in an article a few years ago that in an analysis of some 
26 countries there is only one other country—and these 26 are countries 
in the western world with which we commonly make comparisons—where 
the husband and wife get double the pension of the single person. In most 
countries the additional pension, when you have two, is between 45 and 65 
per cent of the single person’s benefit. ; 

Now, while two, of course, cannot live as cheaply as one—the song s 
writers notwithstanding—the cost is not twice as great. I realize that the 
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_ only feasible time to make such a change is when a pension is being in- 
_ creased, but this problem was faced in Great Britain, by the Labour Party 
as a matter of fact, and was met without substantial difficulty. But this would 
f certainly, I think, do a good deal in places where the cost of living is relatively 
high. It would be of more help to the individual who is alone. 


Hy Mr. Francis: Professor Clark, at the risk of being a little repetitive, 
which I hope I am not, I have been reading through your brief and I note 
_ that on page 5 the following statement is made as a general principle: 
The distribution of the cost of pensions under a government pension 
program should be as equitable as possible between successive genera- 
tions. 


This principle would suggest to me that the fairly high degree of funding 

in the plan is the logical extension and development of this principle. Yet, I 

gather that on the whole you do not think there should be any more extensive 
funding than is proposed in the Canada Pension Plan. Is that right? » 


Dr. CLARK: I made no comment about the extending of funding at all, 
Mr. Francis, in putting forth the first preliminary part of my brief. In the 
alternative I had in mind this would simply be a modification of Old Age 
Security which would not require any more funding than making the pro- 
gram self-sufficient. You may recall it was the original intention in putting 
through Old Age Security to earmark the separate taxes so that the pro- 
gram, as Mr. Abbott said, would be self-supporting. My view is that that 
program should be self-supporting just as I think the Canada Pension Plan 
should be self-supporting. 


Mr. FRANCIS: Do you mean self-supporting on a pay-as-you-go basis? 


| Dr. CLARK: Self-supporting without contributions from the general revenue 

to pull the program out of trouble when it is short of funds. ; 

Mr. FRANCIS: On a pay-as-you-go basis? 

| Dr. CLARK: For the type of Old Age Security program with graduated pay- 

ments by age, yes. You would not need to build up more than what you might. 
call a contingency reserve. 


Mr. FRANcIS: But to the extent that you advocate, it should be as equitable 
as possible as between successive generations? The two are contradictory to 
an extent? 


Dr. CLARK: I think there is a difference between providing for graduated 
- benefits in this respect, and providing flat benefits, or benefits graduated by 
age. If you think of a program with benefits that are either flat or graduated 
by age along the lines I have suggested, then this is stable in the sense that 
it would take approximately the same percentage of earnings, or whatever 
other yardstick you use, to finance the program decade after decade as far 
as you can see into the future, with possible slight changes as life expectancy 
- increases, the latter would add somewhat to the cost of benefits. Now, on the 
- other hand, where you have a program in which the benefits are graduated 
in relation to age, and you put in indexing such as there is here you would 
_ expect—and I think the actuary’s report bears this out—that the rate of con- 
_ tributions has to rise over a period of time in order to pay for the benefits. 
_ The result is that a current generation of beneficiaries will receive benefits at 
; a lower cost than it would take to provide identical benefits for subsequent 
+ generations. 
i Mr. FRANCIS: It seems to me that the choice before us is either stability of 
_ rates for a projected period, in which case we must fund certainly during the 
- period of maturity, or go on a pay-as-you-go basis, in which case the rates 
- will change. This is our choice, is it not? 
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i Dr. CLarK: In an earnings-related program, yes, I would say that is true, 


_ funding, but— | | oe 
pan Mr. Francis: Do you approve in general of the proposed funding arrange - 
, ments in the bill before us? | | 7 7 
ve _ Dr. CLarK: I think I do, in this sense that I do not feel that the reserves 
rs are going to be excessively large, and will not create any serious problems in 
f the first 20 years. I am concerned that the program be maintained as self- 

supporting thereafter, and I would like to see a degree of funding whereby 
interest earnings on the fund would provide something of the order of 104 
per cent of the revenues. Now, that has to be compared with the figure under 
fe the present American program, as Mr. Myers said in his evidence, of about 15 
AQ per cent as to what will ultimately happen. This compares with about 5 to — 

| 6 per cent if the advice of the recent Advisory Council is accepted. So, I am © 
saying something of the order of about 10 per cent would be my preference > 

in the long run. 4 


Mr. Francis: Thank you. I have one last question which is a general © 
kind, and one that I have put to many witnesses. Do you not agree that in | 
Canada there will always be—I think you have a paragraph in your brief 
dealing with it—a requirement for individual case work and services and © 
supplementation based upon individual circumstances? This is the general role | 
that has been traditionally assigned to social assistance, but there is a limit 
in terms of how far any country can provide adequate benefits on an integrated © 
| package on flat rate universal benefits and social insurance without having — 
" social assistance. . 
: Dr. CLaRK: In the general bland way in which you put that question, — 

Mr. Francis, I am happy to agree. a 

_ Mr. Francis: Well, I would like to get beyond the bland statement, — 

Professor Clark, because I do think our responsbiility here is to be satisfied. — 

I am not being facetious. I feel that the presentations before us have failed — 
to recognize this fact. I do not think any country can escape the need for good — 
--welfare services and supplementation based upon case work. 7 
“AG Dr. CLARK: I think it would be a very reactionary step, in my judgment, — 
y if we reach the point where we say that we have to do away with programs ~ 
_. that are based on need. There will always be a place for these programs for | 
ing people who, for one reason or another, do not qualify for benefits under other — 
types of legislation. I fully agree with that. ‘i 


Mr. AIKEN: I have a supplementary question, Dr. Clark. This is not one F, 
of such programs that are based on need? 


Dr. CLARK: That is correct. 
bay The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Knowles? 


Mr. KNOWLES: Professor Clark, despite Mr. Francis’ questions and your 
answers to them, I think I would like to ask a question in the same field, % 
_the only difference being that I am speaking to the question of inter-generation — 
subsidization without being involved in the question of funding. If I interpret 
sae _ your position correctly, one of the things that makes you unhappy about the © 
_ Canada Pension Plan is that it is based on the principle of inter-generation | 
uy subsidization, but is it not a fact that Old Age Security does precisely that? — 
; Is it not a case of where we, who are workers today, are providing the main — 
portion of the pensions that those on old age security are now receiving? — 
_ I say “the main portion” because they through their sales tax payments are 
_ providing some as well. Is it not also a fact that when we reach old age the 
generation of workers of that day will pay the main portion of our old age 
- security pensions? 


although there are different degrees of funding. Nobody has advocated fi 
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ae 
K Dr. CLarRK: There are two points here, Mr. eecavies The first is, as you 
have accurately stated it, that if you think of the resources used to pay for 
food, clothing, and so on, these are provided very largely for those who have 
"ceased to work by those ‘who are still working. That is one point. 
BY Now, there is another point, and that is whether or not we ask successive 
generations to pay the same amount for the same benefit. What we are doing 
in the Canada Pension Plan is saying to future generations: ‘“You must put 
up a higher proportion of the cost because the earlier generation did not 
put up enough. You must pay a higher proportion than you would otherwise”’. 
_In order to prevent anything of this sort, as Mr. Francis has correctly said, 
the logical implication is that you would have to fund on a level premium 
basis so that each generation, if you like, is paying the same amount for 
the same benefits that would be inherent in any earnings-related plan. It is 
not inherent if you have benefits that are not graduated in relation to earnings. 
It is true, for example, in relation to Old Age Security, or if you graduate it 
according to age, as I suggested, with the exception of the point that I men- 
tioned, that as life expectancies gradually increase this imposes a somewhat 
greater burden of greater cost on the future generations, but no one objects 
to that. : 
| Mr. KNowLEs: But, Dr. Clark, has not society been graduating the Old 
Age Security? We are paying $75 today as opposed to the $40 we were paying 
when it first started. We are paying 4 per cent of personal income tax today 
with a ceiling to which I object, instead of 2 per cent when it started. Is not 
this generation that is now paying, paying more than the people who are 
“now 65 were paying when it started and when they were looking towards 
: their participation in the plant? I do not want to press it too far. 


Dr. CLARK: Let me say this. If we have a flat pension of $75, or any 
- other flat amount, the type of financing we have now will tend to carry on 
fs in perpetuity without an increase in the rate of contributions in any given 
an of years. 
i, Mr. KNOWLES: Surely, this is a postulate that you would not support. 
; There would be no constancy in that rate. 


1 Dr. CLARK: I-am not advocating this. I am merely mentioning the mathe- 
a matics of the situation. If you have a flat benefit then in order to finance any 
given sum of dollars you do not have to go on raising your rates of sales tax, 
even ss income tax and corporation income tax as time goes on. Indeed, it 
“could happen that, depending on the numbers of beneficiaries and contributors, 
you might conceivably need somewhat lower rates of taxes. That is entirely 
ae from the point you have made. Of course if you raise the benefit, 


' you have to raise the contributions in order to pay for it. 


Mr. KNOWLES: Dr. Clark, I would like to ask you a question about the 
two-volume book known as the Clark Report. It would be less than honest 
of me to ask what your recommendations were in that report, because I know 
that it did not contain recommendations—precisely because the Government 
which set you to work on it did not ask you for recommendations, Is it not 
fair of me to ask if you do not in that report refer favourably to the idea of 
the Government to which you are making the report having a two-stage plan, 
having a plan partly flat rate benefit and partly contributor based on income? 


Dr. CLARK: Let me also be candid, Mr. Knowles. When I started on that 
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When I came to present my own recommendations, which I did in 1961 
in this volume which I edited, “(Canadian Issues, Essays in Honour of Henry 
F. Angus’, the position which I took at that time was not in favour of an 
earning-related program, this was because essentially I felt that other needs 
were more urgent, such as raising flat benefits, introducing survivors benefits - 
and a number of other things. I had not at that time thought of relating 
the benefits to age. 3 

Mr. KNowLes: In this same general area, I wonder if you would not agree — 
—obviously you do, I know you do—that there is a case for a reasonably © 
adequate flat rate benefit in the field of old age. I know you agree thus far? _ 

Dr. CLARK: I do agree. 7 

Mr. KNOWLES: Would you not also agree that the people of a country © 
like Canada, on the basis that there is room for something more on top of a 
flat rate, have the right to the benefit of the insurance principle; and that © 
if private insurance companies and private employers have not been able — 
to make this right real to the great mass of the people, it is a social re- 
sponsibility of the Government to make this right available? Does that not — 
strengthen the case for the two-stage kind of plan which accords a flat rate — 
benefit plus a social insurance scheme? 

Dr. CLaRK: This bill is certainly one of the ways in which two-stage | 
pension legislation can be implemented. There is no doubt about that. I had © 
favoured another approach, the use of the type of approach in the original © 
Ontario act, the idea of saying to employers “You must introduce this and 
provide for employees’, with provision for sharing the cost. I also would 
have relied on a Government program of the type I have been describing in 
my brief. As I just said, apart from this I would have relied on the use of 
compulsory employee pension plans, as is done in Finland under their current 
legislation. 


Mr. KNOWLES: Actually, Dr. Clark, you have revived in my mind a quesail ~ 
tion which I had in my notes which, in view of your earlier answer about ; 
your own report, I decided to cross out. It seems to me that we are getting a 
little different emphasis this morning from that which we got last night and ; 
I welcome that different emphasis. It may be that I misinterpreted. I thought» 
last night you were all on the side of a flat rate benefit only and that you 
were opposed to the two-stage kind of plan. You have admitted that there is 
a favourable reference to this in the Clark Report, and you. have admitted now 
that in the Ontario Government you have participated in drafting legislation — 
to compel this from private employers. Is that not another way of saying that ~ 
it is a responsibility of government to see to it that our citizens get the — 
benefit of both of these arrangements, both the flat rate and the insurance — 
principle? ; 


Dr. CuarK: I did not refer to the Ontario type of legislation last night, | 
simply because it did not come up at any point in the questioning. The answer — 
to that since there was a desire for graduated benefits as well as for flat 
ones, what is the best way of attaining it? I think that the state has the 
right to act in this sphere—the right, certainly, to act, either as is done in 
the Canadian Pension Plan or as was contemplated in the original Ontario 
legislation. 

Mr. KNOWLES: In other words, it is fair to take from your evidence this 
morning that the job of this committee is to proceed from the point that we 
have reached, namely, agreement on principles, but to try to improve the pro 
vision of the Canada Pension Plan and try to improve the taxation arrangements 
of old age security? 
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| Dr. CLARK: I would not go so far as to suggest what I think is the job 
of this committee, but certainly you have pointed to owe spheres in which 
; it would be natural they would take an interest. 


, ‘Mr. KNOWLES: On page 3 of your brief, at the end of Bat sereoe 9, you 


I do not believe that the state should widen these differences in income 
after retirement by relating benefits to prior earnings, as is done in the 
Canada Pension Plan. 


K This is similar to arguments that we have had from other witnesses, to the 
effect that we are doing more for the wealthy than we are for the poor. 

I have been struck with appreciation of all those who have argued that 
we should not forget those who are not wealthy, those that this plan does 
not deal with. However, from my study of the figures, I do confess to a little 
impatience with the continued assertion that we are widening the difference. 
I would like to put a few figures before you and ask you to comment on 
them. I have taken simple figures that divide easily. I am assuming single 
persons rather than complicate matters. A man who is earning $1,000 in. 
_ his working life, let us say up to age 70, would draw from the C.P.P. and O.A:S. 
a total of $1,150—$900 O.A.S. and $250 C-P.P. 

‘i A man who is earning $5,000 in his working life would get $900 in O.A:S. 
_ and $1;250 in ‘C.P:P., or a total ‘of $2,150. 

ic | In other words, tne two men in their working lives had a spread Aocarcen 
_ them of $4,000, from $1,000 to $5,000. Under this plan, in their retirement, 
e one man snacsicl have $1,150 and the other man would have $2,150, a spread 
_ of only $1,000. In other words, so far as Government action is concerned, the 
working year spread of $4,000 is reduced to $1,000. 

: If you go into the upper reaches and take one of those insurance companies 
4 presidents we had here on $100,000, his benefit from the two plans is the same 
figure, $2,150. In other words, it seems to me that this plan does the very 
opposite of what you ask or comment on in paragraph 9, that instead of 
7 widening the differences it narrows them by bringing up to some extent the 
' retirement income of those in the lower brackets. 

4 I do not for one moment defend what we are doing for those in the 
lower income group as being enough. I am reminded of the Canadian Welfare 
Council statement to us the other morning that 15 per cent of one ‘man’s 
» income may not be adequate, that you cannot live on percentages. For the 
moment, I am dealing with the contention that this legislation widens the 
differences after retirement. I would like you to comment on my figures and 
- suggest that Government legislation does the very opposite. 


Dr. CLARK: This $1,250, I take it, as you know, is the maximum benefit. 


Mr. KNOWLES: I am taking the maximum benefit of $1,250. I am ex- 
cluding wives and escalation and all the rest, in order to make it simple. 


Dr. CLARK: In the evidence that was presented talking about the differences 
for a person with no earnings from those of higher earnings, two points, I 
‘think, are made. One, if you take the dollar contribution that a person makes 
h to the plan in relation to what he gets out of the plan. The dollar subsidy to the 
' $5,000 man is substantially greater in dollars than for the man earning at the 
_ low end of the scale. In some of the examples I have seen it is of the order of 
“about two to one. This is a fact, I think, and you have not disagreed with me. 

: The second comparison is, I think, as between a flat benefit. If you take 
your particular example, supposing instead of having earnings-related bene- 
fits, you simply increase the $900 or graduate it according to age, there would © 
be no difference between the $1,000 and the $5,000 man. As soon as you intro- 
- duce a measure of graduation, then you have the difference between the $250 
) 21761—3 
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and the $1,250 man. Now, it is true that that is a lesser difference than the dif- 
ference in their salaries. . | 

Mr. KNowLeEs: But pardon my interrupting, Dr. Clark. In your brief you 
state: 

It follows that the differences in spending levels available from pri- 
vate resources after retirement will tend to be relatively greater than 
the differences which prevailed during the working years of those 
individuals. 


Now, your statement was that you did not think that the differences 
between the working years should be widened afterwards by state action. 


Dr. CLARK: You really have two statements, and both of them are. correct, 
One is your statement showing the comparison between the $250 and the $1,250 
as compared with the $1,000 and the $5,000, and the other statement which I 


have made, which I think is also correct, which really in effect compares the 
$250 and the $1,250. 


Mr. KNOWLES: I do not want to reopen last night’s discussion, but you are 
still talking just in terms of Old Age Security at $900. Perhaps I should a 


74 


have asked that, because I am taking you away from the other point that I felt 
you should have come to grips with, namely, that it is not really fair to say of 
this plan that it widens the gap. I wish there were greater equality, I wish cae 
were greater equality achieved in the working years. I do not like these facts, 
and nobody on the committee I am sure likes people to be on $900 or $600 a 
year, but as regards this plan, there are these charges that it widens the gap. _ 


Dr. CLARK: It widens differences as compared with any system of flat rate 
benefits or benefits which are graduated according to age. 


Mr. KNOWLES: You are now saying it widens the difference compared with 
something that is not before us. t 


Dr. CLARK: In the form of a bill, that is perfectly true. 


Mr. KNOWLES: We of the committee have had a bill referred to us, a bill 
that provides a two stage benefit, and we have to report this bill back to the 
house. If you take the testimony of some people that have been before us, ie 
felt your testimony last night was different from this morning. If we reported 
back that the bill be rejected because it has the wrong principle we would be 
pretty irresponsible if we did not recommend something in its place. I feel you 
have not done so. But to say that it widens the differences compared with dif- 
ferences that would not exist if we paid an old age security benefit of $150 or 
$200 a month is being hypothetical. What we have to face is the actual bill 
that is before us. 


Dr. CLARK: I am quite aware that since the bill carried on second reading 
without a dissenting voice, the practical alternatives which you would consider 
must deal with amendments to the bill, and this is within the philosophy of the 
bill. That is why I devoted well over 80 per cent, or perhaps 90 per cent, of my 
brief in considering suggestions for changing within the philosophy of the bill. 

Mr. KNow.es: I know, Dr. Clark, it has been said by members of this’ 
committee that we cannot make many changes in it. I am afraid myself that 
because of the federal-provincial agreements involved in it we cannot make 
many changes, and yet that is the absolute answer. Even though everyone in 
the committee voted for the bill, we are still in a committee of Parliament, 
and if the evidence which came before us persuaded us it was a bad bill I 
think we would be responsible enough to say so and to report to the house. 

I guess you will gather that I do not feel the evidence has persuaded us 
against the bill. a 

The CHAIRMAN (Hon. Mrs. Fergusson): I presume you will recall that th 
Senate has not yet given this bill second reading, Mr. Knowles? 
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Mr. KNowtes: I have thought of that several times, Madam Chairman. 
-I have merely said what I said, assuming this bill passed Parliament. Your 
point is well taken, Madam Chairman. 


4 The CHAIRMAN (Hon. Mrs. Fergusson): I just wanted to rena you of 
ethat. 

Mr. eal But I think after senators and the other members have 
completed discussion in this committee, the report of the committee will be 
the judgment of the select members of both houses on this committee. 


The CHAIRMAN (Hon. Mrs. Fergusson): I trust so. 


Mr. ArKEN: Madam Chairman, now that the matter has come up, and 
this point has been raised from time to time, I am glad to agree with Mr. 
Knowles that if the committee felt that after hearing witnesses for two or 
three weeks we felt the bill had been approached on an improper basis, the 
committee would be perfectly entitled to report back and ask the government 
to bring in something different. I think some of our witnesses have perhaps 
been led to feel there was no alternative, and I want to agree with | Mr. 
Knowles on this point at the moment. 


Mr. KNOWLES: If two opposition members say that, it has validity. 


Dr. CLARK: If I could add one more comment. I have not said this is a 
bad bill. Obviously it has a great deal for a great many people. I have simply 
said there was a better way, I thought, of promoting the same objectives. 


The CHAIRMAN (Hon. Mrs. Fergusson): Anything further, Mr. Knowles? 


‘ Mr. KNOWLES: I suppose I should quit, Madam Chairman, but I am just 
unhappy about the fact that Dr. Clark does not give us the precise details of 
that either way. 


: Dr. CLARK: I have pointed out the principle that it would be hosel: with 
the resources available to you to get an actuary to make estimates for you. 
| You start off at some point, say $70, and graduate the pension by $2 a year; 
_ it will cost you so much. If you begin at another point, it will cost you some- 
thing else. If you graduate it at a different rate, the cost will be different 
again. However, I am not an actuary, and therefore I cannot do that myself. 


The Cuarrman (Hon. Mrs. Fergusson): It is after 12.30, if we wish to 
§ ~ adjourn. I have only one more name on my list for questions. Would you agree 
_ to defer it, Mr. Lloyd? 


Mr. Liuoyp: Madam Chairman, unless there are any fatter quseubas I 
i propose to expres appreciation of the effort that Dr. Clark has made of this 
point. I am quite prepared to do that now, if there are not further questions. 


The CHAIRMAN (Hon. Mrs. Fergusson): Does anyone else wish to question? 


Mr. Luoyp: May I say, Madam Chairman, that as we progressed this 
“morning it was borne on me that Dr. Clark coming to us as an economist is 
_ obviously and quite properly, I think, drawing to our attention that in the 
yl long run we may have to re-examine the way we employ resources generally 
i in the social welfare field. I am sure there is a wealth of information he could 
a Supply to say a tax structure committee, or to a Economic Council. I think 
4 ‘it is in this field that a wealth of knowledee and understanding is needed and 
a profound and valued contribution in those segments can be made. I am 
sure Dr. Clark appreciates and realizes that we have a job to do well. He has 
_ offered some suggestions by way of improvement within the framework of 
_ expendiency with which we are faced. I wish to express appreciation for 
? ‘Dr. Clark’s valued contribution by the brief itself, which I think requires our 
most earnest reading. In any attempt to shorten an explanation of the brief 
we would have lost much of the great value which Dr. Clark contributed by 
he comments he set forth. With those comments, I am glad to move a vote of 
thanks to Dr. Clark. : 
S 21761—3} 


ey Nae ROLE Wg Me ARR a8 Ele A Ae ae ne 
a hagk : Part AS One DED na Una noc AUASUR AG UL AMAA PRM LANEY Ot, hai ony RAGA ALP OAL aig OORT ABs SL Pa ie aaa 3 ie 
RAEN tary dal AUN eV CPANEL Sy CRAM R ARUN ALT MCAS MIR UNI Shi ic Nia ot ei b) 
1 nyt ‘ ; Ae amie uN f tS ee ie 40) ay a The “4 ¥ 
¢ . 7 ‘ y od ’ (ae aha « id = 
a OE Teh ic JOINT COMMITTEE yet eM mC I tere 


_ Mr. CanTELON: Madam Chairman, might I second that motion? In second- 
ing it, may I say it is a great pleasure to commend Dr. Clark for an extreme y 
interesting and intelligent brief, just as Mr. Lloyd has said. I have been greatly 
impressed too by his conduct as a witness. Last evening he was courageous and, 
above all, honest in refusing to commit himself to explicit statements in certain 
situations. 7 a” 

. I think too we should thank him for the exhaustive study he has made of 
Bill C-136 and, in particular, for the numerous helpful suggestions he has given 
us on the terms of that bill. This was very fair and generous, because he 
personally believes in a flat-rate benefit solution to the problem. Not ma y 
could or would take the trouble to do what he has done to help us in o ) 
discussion of this bill. ; “A 
The CHairman (Hon. Mrs. Fergusson): You have heard the motion o 

Mr. Lloyd, seconded by Mr. Cantelon, that a vote of thanks be expressed to 
Dr. Clark. Would you please express your agreement with this in the usual way? 
(Applause) 7 
Motion carried. a 

Dr. CLARK: My thanks for your gracious words and action. B 

The CHairMAN (Mr. Cameron): I do not think that the statistics Professor 
Clark presented to us last night were, by motion, included in yesterday’s 
proceedings. I do not think that was attended to, but it should be done. M 
Mr. KNOWLES: I so move. a 
a Mr. Luoyp: I second that motion. \g 
| Motion carried. a 
ig The CHarrmaAN (Mr. Cameron): Would someone kindly move that Professor _ 
Clark be paid his travelling expenses to and from Vancouver, and that he be 
i paid a sum sufficient to cover the extra secretarial expenses incurred in they 
preparation of his brief? a 
Mr. Francis: I so move. yl 
Mr. AIKEN: I second the motion. . 
Motion agreed to. DY 
The CHAIRMAN (Hon. Mrs. Fergusson): We will adjourn now and resume 

at 2.30 this afternoon. Bi 
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AFTERNOON SITTING a 

Re 

| FRipay, January 22, 1965. 

_ (Text) P 


The CHAIRMAN (Mr. Cameron): Senator Fergusson, gentlemen, we have a 
quorum. Some of our members have gone home for the weekend, but I can 
tell you, Mr. Jodoin, that we have had very splendid attendance here and I 
know that a good many more will come in as we get on with our work. M 

Gentlemen, I have suggested to Mr. Knowles, and he has agreed to the 

ak suggestion, though rather reluctantly, that it would be a good idea if he were 
i to introduce Mr. Jodoin as the President of the Canadian Labour Congress. 
Mr. Jodoin will then, in turn, introduce the members of the group who are 
with him. ; - 
Mr. KNowtes: Mr. Chairman, it is correct that I expressed some reluctan ce 
at accepting your invitation, but the other side of the coin is equally valid; 
cat I welcome the opportunity to say a few words to the members of this committee 
about my good friend and brother, Claude Jodoin. ay 
Claude Jodoin has for many years been active in the trade union movem ont 
of this country. He came into it through the Ladies International Garn ent 
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Union. He was active in the Montreal Labour Council and in due course became 
president of the Trades and Labor Congress of Canada. He was in fact the 
last president of that body before its merger with the Canadian Congress of 
_Labour, which resulted in the present Canadian Labour Congress. He was with 
others very active in the moves that led to this union in the trade union 
movement. 

He has not only been active as a trade unionist on behalf of the Once 
workers of Canada, but he has been active in such fields as human rights and 
many other matters that are of concern not only to organized workers but 
_to all of the people of Canada. 

He knows a little about our problems as legislators because he served for 
a while in the legislature of his native province of Quebec, and I am happy to 
add to all of this that I know from Cane renee that he is a wonderful person 
- to work with. 

You, sir, said that he would introduce his colleagues, and he might say 
more for them than I, but I would like to say that he is accompanied by Mr. 
Donald MacDonald, on his right, who is Secretary-Treasurer of the Canadian 
Labour Congress, and perhaps I might say that, like Mr. Jodoin, he now lives 
in Ottawa but he came here from the provinee of Cape Breton Island, to which | 
_ there is attached an area known as Nova Scotia. 

Donald MacDonald came into the present Canadian Labour Congress 
through the old Canadian Congress of Labour, and he, like Brother Jodoin, 
played a very active part in bringing together this union of trade movements in 
this country. 

The other two gentlemen are Mr. Andy Andras, director of the department 

of legislation and director of the department of government employees of the 
Canadian Labour Congress, and he is accompanied by Mr. Russell Irvine, a 
social director of the department of research. 
a It is a particular pleasure for me, Mr. Chairman, to have these friends and 
_ brothers here today, and I am sure that the committee will listen with the 
greatest of interest to the briefs which they are about to present. 
| The CHarrMAN (Mr. Cameron): Thank you very much, Mr. Knowles. 
Mr. Jodoin? | 
Mr. CLAUDE JODOIN (President, Canadian Labour Congress): Mr. Chairman, 
first of all may I, through you, express my appreciation for the comments made 
? by the honourable member from Winnipeg who is a former vice-president 
_ of our Canadian Labour Congress, and with the exception of Senator Fergusson 
I wish to serve immediate notice to the honourable members of this com- 
_ mittee, the honourable members of the Senate as well as the members of the 
- House of Commons, that, being a member of the Ladies International Garment 
_ Union, I wish to say that jealousy will not get you anywhere. 
. We are very grateful to you, Madam, and gentlemen, for the opportunity 
of being here this afternoon to make a submission to your Special Joint 
Committee of the Senate and House of Commons on the Canada Pension Plan. 
_I presume that it is unnecessary for me to make a long comment on this. 
_ subject matter. You have received our submission, and, if you agree, Mr. 
_ Chairman, by way of saving time our director of the legislative department, 
' Mr. Andras, will give a résumé of the document itself. I presume in our way 
of our life, the democratic way of life, through you the authorization of the 
; questioning period’ will certainly be an order, probably not on both sides but 
on one side, certainly, through the function which you do perform. 


a 


(Translation) 

Mr. Chairman, I want. to thank you: and especially to thank the member 
4 for Winnipeg-North-Centre for his comments; and to tell you: simply that, as 
you had our brief in advance—French: copies: are available to aM is 
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\ ‘a 
certainly not necessary for me to comment at any length on the subject matter 
of it, unless during the discussion which will] probably follow. I am certain that 
the members who are not here today are absent for very good reasons and they 
will certainly be informed of the brief we submitted. Therefore I would ask 
my colleague, Mr. Andras, to be good enough to present a summary. . 


(Text) 


I will now ask, with your permission, Mr. Andy Andras, director of our 
legislative department, to make a few remarks. 
The CHAIRMAN (Mr. Cameron): Mr. Jodoin, I might say that your sug- 
gestion is in accord with our usual practice here, and I assume that you know 
that your brief will be printed in full as an appendix to these proceedings. 


(Translation) y 


Mr. COTE (Longueuil): Allow me, on behalf of the French-speaking mem- — 
bers of the Committee, to thank your Canadian Labour Congress for their tact q 
in presenting your brief in French and English, i 


Mr. JoDoIN: May I be allowed a word, Mr. Chairman? I would like to point 
out that that is both a principle and a constant practice with our central union. 4 


(Text) | 


The CHAIRMAN (Mr. Cameron): Mr. Andras, and the others, when you are > 


talking we anticipate that you will remain seated. It is not necessary for you 
to stand. 


Mr. A. Anpras (Director of Legislation, Canadian Labour Congress): Mr. 
Chairman, members of the committee, and Brother Knowles, I am going to make F 
what I hope will be a brief resume of our submission which has been in your 
hands for two weeks, I think. 7 g 
I should like to say at the start that in general the Congress concurs with ‘ 
most of Bill C-136 as we understand it. I say most because the bill contains a 
number of principles. Those that we read into the bill are a wage-related ~ 
system of old age security for the great majority of the members of the labour — 
force and the self-employed. There are disability benefits for those who ¥ 
participate as contributors. There are survivors’ benefits and death benefits. 
The scheme also contains the principle of contribution by self-employed, and q 
it includes an element of funding, and it is anticipated that the scheme should ~ 
be financed exclusively from contributions and earnings on contributions, and 4 
finally it includes an amendment to the Old Age Security Act q 
In actual count there are number of reasons why we support this bill. B. 
To our mind it is avery important addition to the social security structure of © 
our country. o 
In the first instance it provides a wage-related retirement benefit, though _ 
on a limited scale, as we will bring out in due course. A 
Secondly, it will provide protection for those who have no other arrange- 
ments for old age security apart from the old age security benefit. The third — 
point, and to us an extremely important point, is the fact that the benefit is | 
completely portable throughout the country, unlike the situation with respect 
to private pension plans. “ 
Still another element that causes us to support this measure is the fact that — 
there are automatic adjustments of contributory earnings so that the pool o 
the plan itself will keep pace with changes in the economy. It is based on ~ 
what we would call in a private pension plan a final earnings type of caicula- — 
tion. It provides for protection to some extent against inflation following retire-— 
ment. It enables the retired worker to earn some money after retirement. It 
allows the old age security benefit to be applied for at an age earlier than 70, 
although at a reduced rate. Finally, there is a bias in the legislation in favour 
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_ of those employees and self-employed who are at the bottom of the income 

_ scale—the very low-paid income group in the labour force. 

\ I would not like to give you the impression on behalf of our Congress 

that we are depreciating the value of the old age security act. We consider 

_ that to be a very valuable piece of legislation in spite of what we consider to 
be its deficiencies, but we would point out that it has certain disadvantages, 
one of them being the fact that it pays a flat rate benefit which is related to 
what the social sciences would call “average need” rather than being related 
to the need of the beneficiary. We recognize, however, that the Canada Pension 
Plan will be superimposed on the old age security act, so that the old age 
security act will become the substructure, and we will have, in effect, a double- 
deck program of old age security under public auspices. 

In our consideration of Bill C-136 we have naturally had to keep in mind 
the fact that there are in Canada a number of private pension plans, and that 
a considerable number of workers are members of such plans or, at least, are 
employed in establishments where such plans are in effect. However, as we 
point out in our brief, there is still a very considerable number of employees 
who have not come under private plans, and there is a very strong likelihood 
that they never will because of the nature of their employment. Even those 

- who are covered by private pension plans too often fail to understand the 
benefit that the plan holds out, namely, a pension by virtue of the vesting and 
its other restrictive provisions. Our position, as a Congress, is that the private 
plans would extend, as they exist, to supplement the public program ney 
then the other way aati 

In our submission to you we have made reference to the business of inte- 
gration of private plans with public plans, and we make the point that the 
term “integration” is a euphemism, and that in a great many instances integra- 
tion will merely result in an offset whereby a worker whose pension plan will 
be integrated will be no better off as a result of the Canada Pension Plan 
than he was before, or if he is better off he will be only fractionally so. 

Now, we have listed what may seem to you a considerable number of 

reasons for supporting this bill. We must point out, however, that the Canadian 
Labour Congress has a number of reservations about the bill because it feels 
it has some important shortcomings. The first of these is the fact that the 
ratio of benefits to earnings—that is, the degree of wage-relatedness—is rela- 
tively low. Once the transition period is overcome the ratio of benefit to pre- 
vious earnings is set at 25 per cent, and all that is subject to an income 
ceiling. We think that 25 per cent is an unduly low ratio. 

Secondly, we find that the plan envisages the establishment of a fund Be 
according to the evidence that we have been able to examine, the fund shouted 
amount to some $4 billion at the end of the ten years, and at the end of 
20 years, according to the Minister of National Health and Welfare, to about 
$8 billion. Not only is the plan funded, but, in our opinion, unnecessarily so. 
The very fund itself is being created in a manner that is inequitable. It im- 
poses an unjust burden on those with relatively low income, and is too liberal 
to those who have relatively large incomes. 

It is in the nature of social insurance schemes of this sort to be re- 
gressive, and we find this particular scheme to be regressive as well. Finally, 
the supplementary benefits are too low, and inevitably they must be too low 

if you agree that the standard benefit is low, because the supplementary 

benefits are fractions of the standard benefit. 

It is our view that the 25 per cent ratio of benefit to earnings is too low, 
even when the old age security benefit is excluded, to preserve the living 
standards to which the beneficiary had been accustomed at the time he was in 
the labour market. 
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that a program of this sort, maintained under public auspices and through a 


ment contributes 20 cents, so that the Government, 


other countries around the world there is a Government contribution built into 
._ 


bere’ oy a ; 
oe. 


We believe that the benefit itself should bear a greater relevance to t ie 


In our brief we point out to you that in a number of other countrie 4 
which have similar social insurance programs for old age security the ratio 
of benefit to earnings is considerably higher. a 

With respect to funding it would appear on the basis of the evidence : 
that the 1.8 per cent on the employee and the employer: respectively, or the — 
3.6 per cent on the self-employed, is excessive since it will create, according — 
to the actuaries’ calculations, a fund of some $4 billion by 1976. It is our view — 


system of taxation does not require funding in the sense that a commercial © 


distinctions between public and private insurance, and for the sake of time — 
I will not enter into them here. 


,000 mark is reached the contribution at $5,000 is 1.5 per cent of @ 
earnings, but thereafter it diminishes and at the $10, 
top figure we have used in our table, the cont 
more than ? of 1 per cent. 


In our brief we quote from Professor Margaret S. Gordon o 


f the University. q 
of California, and we use @ quotation 


from her in support of our statement of 3 
ention through ~ 


It is worth noting, Mr. Chairman and members of the committee, that ag 
contribution of this kind js embedded in the Unemployment Insurance Act: & 
Under that act there is a ratio of 50-50-20—that is to Say, for every dollar ¥ 
jointly contributed by the employers and the insured employees the Govern- 

in effect, is paying one- — 
sixth of the total moneys that go into the fund. 

We have not submitted to 
Government contribution, b 
such a contribution. 


am. 
a 
I might add on this point that our brief indicates that in a number of 


you any suggestion as to the quantum of the — 
ut we draw your attention to the desirability of co 


the legislation. 


because of its importance. It would 
a cross-purpose between the 
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administration of the Canada Pension Plan, its primary benefits and support- 
g benefits and the various social assistance programs which are now in 
ffect in the various provinces. This is a matter of concern which we think 
should engage the attention of the Government of Canada and of the: various 
provinces. In our submission to you we have suggested that there be a 
-dominion-provincial conference to investigate this particular matter to see 
that there are no conflicts or, at least, if there are any, how they should be 
ironed out. 

' There are two or three other problems that we think deserve comment. 
One of them is the business of retiring at an age earlier than 65. The Canada 
Pension Plan contemplates a very long attachment to the labour market for 
the purpose of attaining retirement benefits. It assumes that contributions will 
begin at age 18 and will end at age 65 or perhaps later, but for our purposes 
I have taken ages 18 to 65 inclusive as the norm. 

However, in this country there is a considerable number of workers. who 
for one reason or another retire at an age below 65. One illustration we use 
‘in our submission is the professional fire fighter who is employed in the various 
municipalities of Canada. Typically, they retire at age 60. There are a large 
“number of women covered by pension plans for whom the normal retirement | 
“age is 60. Amongst school teachers, for example, age 60 is also a common age 
for retirement. 

‘ For those employees who retire at 60 and cannot draw their Canadian 
‘retirement pension until age 65 there is a problem of five years and we think 
this is a matter worthy of your consideration. 

q There is a problem at the other end of the age scale. There is very strong © 
encouragement being given now as a matter of public policy to prolongation of 
the educational process. We are encouraging our youngsters to stay in school 
as long as possible. We are encouraging workers: to submit to retraining. Ac-. 
cordingly, the span of 18-65, in so far as future years are concerned, may not 
“be the span at all. It may be 19, 20 or 21 and it may end at 60 instead of 65. 

In fact, the technological changes that are occurring under our very noses may 
underline a tendency towards a lower normal retirement age than 65 and this 
may in the near future pose a very serious problem for the Canada Pension 
Plan. 

: It is worth noting that in some of the trade unions affiliated to the Cana- 
dian Labour Congress provision is made in the pension plans for retirement as 
early as age 62. Such people would of course face.a problem under the C.P.P. 

‘in that they would have to wait an additional three years before they could 
‘draw their benefit under that program. 

We have already stated that we agree with the principle of escalation in 
the bill but we think it is not as full a protection against inflation as we would 
like and as may be desired. The maximum amount in any year As 2 per cent, 


called in the bill—to go up by more than 2 per Neent and if there is an inflation 
‘ary spurt for a number of years, the people:on retirement benefit may find that 
they are falling behind. 

4 We were interested in the statement made by the Minister of Health and 
‘Welfare that, when this bill was being considered, an alternative to escalation 
was in the minds. of the Government. The. alternative was that the pension 
should keep pace, not merely with the changes. in the prices of goods and 
services but keep pace with the change in the standard of living in the country 
‘as, expressed through changes in wages and salaries. We are bound to state 
here that we find the alternative which was not chosen by the Government 
the more attractive alternative. In our brief we point out that on the average 


! person who reaches age 65 has a life expectation of about 14 or 15 years: 
he male has an expectation of about 13 years and the:stronger sex an expec- 
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tation of about 15 years. Therefore, taking it on the average, we may find 
that the men and women retiring at age 65 on the retirement benefit, will f nd 
the pensions getting further and further away from the living standandsd en- 
joyed by the rest of the community. The reason is that while the retiremer at 
benefit will be preserved in terms of price change, it will not be preserved i in 
terms of living standards. ‘ 

It is quite conceivable that in 13, 14 or 15 years span, especially in a time 
of economic activity, there may be major changes in our living standards, 
I have been trying to think of an example in my own case and in my own 
lifetime. When I was a youth, for example, which now seems a long time ago, 
the telephone was considered very much a luxury. My family did not have aa 
telephone for a very long time. Now it is not considered a luxury, it is par ‘3 
and parcel of the standard of living. The same applies to radio and television. 
It is quite possible that in the retirement span of the beneficiary, some new 
desirable material good or some new service may come on the market, which 
should be part of their lives but which may be denied to them because their 
retirement benefit precludes it. 

Accordingly, we would ask you, in your considerations, to go back to 
what the Minister of Health and Welfare said to you and congas the 
desirability of the alternative which was set aside. 

In regard to the Old Age Security Act, this bill will, when a a provide 
that an applicant will be able to make spent for the old age security ~ 
benefit as early as age 65 or any time between age 65 and 69 but ata reducediil 
rate. The formula is contained in the bill and I need not deal with it here. 

We have given that rather careful thought because for many years we 
have advocated that the old age security benefit should be payable at age 65, 
Now we find ourselves in the situation where it will be, but anybody who | 
wants to take it at age 65 will forfeit for the rest of his or ys life $24 a month, — | 
if I recall correctly. This is a very sharp reduction. We find that the amend- 
ment comes at a time, and applies to people who are not likely to enjoy the — i 
benefits of the C.P.P., because it will be made universally applicable to those 
reaching age 65 whether they have been on the labour force or not. Therefore, 7 
we are doubling the trouble. We are troubled at the reduction, we are troubled — 
at the fact that the reduction will be applicable to people for whom $75 is not 
sufficient and who may now be put in a position of having to apply for $51. 

It is our view that, particularly during the transition period, but also asa 
generality, the $75 a month benefit should be retained and should be made — 
available at age 65, certainly for those who do not fall within the purview — 
Cos ig Ged ell Sa a 

We are not convinced that the $75 a month is an adequate benefit for : 
those who have to rely on it for their livelihood for we believe that the © 
amount of benefit under the O.A.S. Act should be reviewed by Parliament and 
a higher figure would be in order to maintain the health and decency standards — 
for older people. 

Another aspect of the amendment to the Old Age Security Act is the fact 
that there is built-in escalation there also. We do not object to the escalation. — 
We have been accustomed to it in our collective bargaining processes. What we 
are frightened of is the fact that the existence of escalation may serve to- 
freeze the benefit itself because there will be an easier rationalization that the 
older people are being looked after and their purchasing power is being revs 
tained; but if the pension plan is inadequate, the escalation will merely preserve 
an inadequacy. Therefore it is necessary to underline the necessity of periodial 
reviews of the old age security benefit by Parliament. This is merely a 
repetition of what we have said in representations and submissions to various, 
governmental levels once a year. 
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a I wish to swing back now into the Canada Pension Plan for my final point. 

‘f In our submission, we have not dealt with the technicalities of the bill as such. 

We have dealt with its principles. There is one area of technicality that has 
- caused us concern, namely, that dealing with the appeals procedure. We are 
not very happy with the appeals procedure as we read it in the bill. We are 
very much afraid that those beneficiaries who feel that injustice has been done 
them will be so overawed by the procedure and by the complexities of being 
represented on appeal or review boards, as they are called, that they will not 
take advantage of what is their right to a day in court. 

We suggest that a more flexible procedure is in order. Since we have 
an abundance of experience now with regard to the Unemployment Insurance 
Act and its boards of referees and its umpire, we are recommending to you 
that the bill should be amended or modified in this respect to provide for a 
more flexible system of appeals. This will allow for local boards of review, 
where claimants will appear before tribunals with which they are familiar 
and at which their contributor representatives or employer representatives will 
attend and where they will not be overwhelmed by a sense of appearing 
before judges of the high courts. After all, the vast majority of the people 
in this country are not accustomed to such formal procedures, and in a system 
of social security which will embrace several millions of people the appeals 
procedure should be so simple that the vast majority of them should have 
no hesitation in using them if it seems that they have reason to do so. 

Thank you Madam Chairman, Mr. Chairman and members of the com- 
mittee for listening to this presentation. 


The CHAIRMAN (Mr. Cameron): Thank you, Mr. Andras. Members who 
wish to ask questions are in this order: Mr. Munro, Senator Donald Smith, 
Mr. Francis, Mr. Leboe, Mr. Aiken, Mr. Lloyd. Does anyone wish to add his 
name’? Mr. Knowles, Mr. Basford and Mr. Cantelon. Undoubtedly others will 
come later on as we go along. Mr. Munro, first. 


Mr. Munro: Thank you Mr. Chairman. As one member of the committee, 
I wish to commend the Canadian Labour Congress on their very constructive 
and helpful brief with respect to the Canada Pension Plan. They have brought > 
out many points in a constructive way that do tend to rebut to a considerable 
degree many of the submissions that have come before the committee. In 
that way, I am sure they have been very helpful in pointing out the other 
side. I notice that the Canadian Labour Congress does deal with the regressive 
aspect of the Canada Pension Plan in some detail. I wonder if they could advise 
me and the committee or give any suggestion as to how in the Canada Pension 
Plan this regressive aspect they talk about in the brief might be overcome? 
Mr. Anpras: Mr. Munro, we might suggest that one is to change it 
from a self-financed system by those covered and the employers, one in 
which there is a contribution from the general revenues of Canada. In that 
case, money would come in from people through a progressive income tax, and 
those in a better position to pay would be paying where they pay relatively 
little under the Canada Pension Plan. Another way, of course, would be to 
have a variable contribution rate, or to raise the ceiling for contribution pur- 
poses so that there would be a higher contribution by those of higher incomes. 
Mr. Muwro: Are you in effect recommending any of these measures, or 
are you saying you have any preference for any one of them? 
Mr. ANDRAS: The one specifically recommended in our brief is a contribu- 
tion from general revenues of Canada. 
Mr. Munro: But without reflecting this element on the Canada Pension 
Plan, would you accomplish your same end by future increases in the old age 
; security, if they should be contemplated by the government? 
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Mr. Munro: By future increases in old age security, would this not go 
to a considerable extent to: accomplish this idea with further. public participa - 
tion? | yah Ee 

Mr. ANDRAS: Unfortunately, Mr. Munro, the old age security itself is: 
regressive in the way in which it collects the taxes for this particular form | 
of benefit. There is a cut-off at $3,000 of taxable income, regardless of the 
taxable income, so that on the first $3,000 everyone is paying 4 per cent, and 
everyone over $3,000 paying a diminishing ratio. a 

Now, what the old age security benefit does, because it is a flat rate 
benefit, is to favour those with lower incomes relatively more than those with - 
higher incomes. In our submission we make this point, as a matter of fact, 
in an illustrated table on page 7. For the person who is unfortunate enough © 
maybe to earn $100 a month, is married, and draws the full old age benefit © 
at 65, the benefit would be 127 per cent of earnings, and as you see this — 
diminishes as the income goes up. Now for low income earners any increase 


in the flat rate benefits is proportionately more valuable than those with the 
higher incomes. ‘ 


Mr. Anpras: I am sorry, I do not, think I understand’ your question. a a 


a) 


Mr. Gray: May I ask a supplementary question? Is it not correct that 
there is no maximum income on which the old age security tax is applied for 4 
corporations, under our present system? : ; 


Pa. 
OM 


Mr. AnprAS: Well, there is the 4-3-3 formula, that is, 4 per cent on a 
taxable income, 3 per cent on corporations, and 3 per cent out of the 11 per | 
cent they pay in sales tax. Setting aside the corporation tax, you have two 4 
regressive taxes, right off the bat. a 

Mr. Munro: I wondered if you did not feel that this regressive feature — 
was related to some extent to some features of the Canada Pension Plan, ~ 
such as the present exemption of $600? ; 

Mr. Anpras: In our brief we point out that there is a built-in bias in @ 
favour of the very low income worker for $600 exemption for contribution. 
purposes, but it is counted for benefit purposes. So the unfortunate person in ~ 
our society who has to live on $1,000 a year of income has a bias built in 
the bill on his behalf. q 


Mr. Munro: So to that degree, that feature does militate against the 


Mr. ANDRAS: Mr. Chairman, if I have your permission, I would like to 3 
refer to a greater authority on this than I, one of the outstanding social 
scientists in the industrial world. I am referring to Professor Eveline M. — 
Burns. I want to read about four sentences from page 159 of her book — 
entitled “Social Security and Public Policy.” a 

The tax on wages and self-employment is a regressive tax: there 
are no exceptions by reference to any minimum income or to extent 
of family responsibilities, also the rate is uniform whatever the level 
of earnings up to the taxable minimum. Hence it has been held that 
to require the beneficiaries as a class to pay for their own security, | 
especially when the tax is levied only on the first so many dollars of 
income ($4,200 in OAST), is to require the relatively poor to pay for 
current security guarantees and is contrary to prevailing theories of 
social equity. Although in some systems where benefits are weigh ed ; 
in favour of the lower wage earners the non~-regressive: character of 
the system as a whole may be somewhat modified; it still remains rue 
that the method of financing, as such, is regressive. ‘ wy 
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Now, what it amounts to is that our system mitigates the regressiveness, 
_ ‘but maintains the regressiveness, if I can put it in those terms. 


Mr. Munro: There are a couple of other features I would point out for 
your comment, whether you felt also some of the wage levels militated against 
this element, whether you felt the 10 per cent drop out had any effect on 
ie element in the Canada Pension Plan? 


Mr. ANDRAS: Well, 10 per cent drop out I do not think alters the regressive- 
_ hess. What it does is to help to relate the ultimate benefit more closely to the 
_ final earnings position of the claimant for the benefit. The drop out will allow 
_ the drop out of the bottom years. It is 10 per cent drop out. We have allowed 
_ 47 years of work. So that it is approximately a five year drop out and then 
there is an additional one beyond 65. I note that Mr. Osborne signifies that I 
am correct. In addition, there is a formula of updating the wage. This caused 
the Canada pension benefit to approximate what is known as a final earnings 
formula in private pension plans. It is a rather complex formula, as the legisla- 
tion has it, but generally speaking this is its objective, if we understand it 
correctly. 

Mr. Francis: If I may ask a‘supplementary question: Let us take the case 
of a student, whose earnings pattern varies, if he uses the drop out provisions, 
would it not tend to mitigate to some degree the regressive feature? 

Mr. ANDRAS: If you take a young man who works in the summer months, 
a student from 18 to 21, or even aged 23, his earnings may be enough to make 
a contribution but he would be excluded by virtue of the extlusion of the act. 

Mr. FRANcIs: If he doesn’t earn anything? 

Mr. ANDRAS: Then the drop out helps him. 

Mr. FRANCIS: But obviously it could be of more assistance to people with 
some years of earnings? 

Mr. ANDRAS: Yes. 

Mr. FrANctIs: And to some extent it would be in the category of not being 
a regressive feature, perhaps a redeeming feature? 

: Mr. ANDRAS: It is a redeeming feature. 

Mr. FrRANcIs: That is true. 

4 Mr. Munro: And you could carry it even further, as in the case of the 
income of $5,000 compared with earnings of $2,400 or $2,500 a year or the 

average worker in that general class, perhaps $3,000 a year. Over their earnings 

- lifetime $3,000 a year would be far more susceptible to seasonal adjustment, 

layoffs, and so on, probably many of whom would be unskilled. They would 

benefit to a greater extent, wouldn’t they, than those earning twice as much up 

to the $5,000 range? 

Mr. ANDRAS: The dropout will help them to the extent their employment is 
irregular. To the extent their earnings are as low as you suggest, as an illustra- 
_ tion, their benefit, no matter what you do to it, is going to be in absolute 
- dollars a very low benefit. I was going to say this, and if I seem to be moving 
away from your point, I hope you will forgive me: The point I would make, 

and that we would make as a Congress, is that any system of social security 
must be considered in the framework of the economy as a whole. It will be as 
viable as the economy itself. If we were to lapse into the kind of experience 
I had the misfortune to know when I left school in 1930, and go through 10 
years of depression, the Canada Pension Plan would not have a great deal of 
merit in the eyes of the people. But if we can carry ourselves forward into the 
kind of economy the Economic Council of Canada is envisaging, the Canada 
Pension Plan will be a most valuable form of social security to our people. I 
_ think we must bear this kind of thing in mind. 
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Mr. Munro: I was interested in your statement that—and I realize it—you 
do not live on percentages, as been said here on several occasions. But it is” 
interesting to note that in the $2,400 range, which we all acknowledge is” 
below subsistence level pretty well, there the benefits, including O.A.S. for 
a man and his wife, say, 674 years old when they retired—which is reflecting 
a lower old age security than 75—it would be $176 or 88 per cent. Of course, 
the percentages drop as you go up, as I know you are well aware. I think © 
that is at least indicative of a trend in the plan, to indicate that the benefits © 
at least in the lower income levels are not substantially falling away or falling» 
down from the average earnings during a man’s lifetime. d 

Mr. ANDRAS: What you say is mathematically correct. We took a gross © 
example of a person actually being better off in retirement than at work, if © 
he had been earning $100 a month. According to our illustration on page 7, he © 
and his wife would enjoy 127 per cent. 

Mr. Munro: I thought that was a little too extreme. 


Mr. AnpRAsS: All right, then take a man earning $200 a month, who will 
get 76 per cent. You yourself said one does not exist on percentages, but 
that it is income that counts. What we would say simply is this, that anybody ~ 
who has been living on $100 or $200 a month, and supporting a spouse on that, @ 
is not getting enough for what we call a healthy and decent standard of living. — 
We think the combination of the Canada Pension Plan and the Old Age Security — 
should aim at providing that minimum which will maintain health and — 
decency as we éall it, or what the Americans call a modest but adequate — 
standard of living on retirement. 


Mr. Munro: A couple of other areas I want to touch in this regressive 2 
feature. To a degree it has already been dealt with by Mr. Andras— ( 
Mr. AnpRAS: I am sorry, but I missed you. 


Mr. Munro: Another area in this regressive discussion I wanted to men- # 
tion—and to a degree it has already been dealt with by yourself—was this — 
business of Old Age Security, but certainly in the lower income groups, — 
within the $5,000 bracket, the Old Age Security is a considerable weighting 
factor in favour of the lower income groups. g 
Mr. AnpRAS: In both the Canada Pension Plan and in a combination of the — 
Canada Pension Plan with the Old Age Security the existence of the flat rate 3 
benefit, like the $25 a month for the disabled, widows and so on, works out more ~ 
favourably percentagewise for those with low incomes than for those with — 
high incomes. ; 


Mr. Munro: To that degree it would also militate against the regressive _ 
feature, even taking into account your comments with respect to the source a 


of revenue to maintain Old Age Security, especially in relation to the lower — 
income group. 


Mr. ANDRAS: I would love to be agreeable with you, but I still have to _ 


argue there is a regressive aspect to this act which the flat rate benefit may 
mitigate, but does not set aside. a 

Mr. Munro: I do not know whether it is specifically referred to in your — 
brief, but when you discuss the source of funds of the Old Age Security, — 
my understandings—and I would not mind the advisor to the committee y 
telling me, if he is aware of the particulars, and this is very short notice— — 
but the Old Age Security fund has been running a deficit, I understand, for — 
a goodly proportion of the years in which it has been in operation. This deficit — 
has been made up out of general revenues. That being the case, I would also | 
think that should be an item that should be considered when we talk of this 
regressive element. I am not positive as to the precise amount of the deficit 
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“that has been made up. aes you, Mr. Chairman, I wonder if Mr. Osborne 
_knows. 


The CHAIRMAN (Mr. Cameron): Mr. Osborne usually has the information. 
; Mr. KNOWLES: Give him two minutes! 
Mr. OsBoRNE: Would you mind repeating your question? 


Mr. Munro: I want to know about the difficulty in regard to the Old 
Age Security fund. To maintain the benefits under the Old Age Security, 
year by year, what infusions have been necessary by the Government? 


Mr. OSBORNE: I believe this information is in the Proceedings, around page 
100. 


Mr. KNOWLES: That’s our boy! This is our Andy Andras. 


Mr. OSBORNE: Page 99. Mr. Chairman, this gives the information only for 
the years 1960 to 1964, in which it shows: two years, surpluses; three years, 
deficits. Now, I believe Mr. Francis quoted earlier in the procera 12 years 
of deficits. 


Mr. Francis: No, 10 years of deficits and two years of saroiieee in the 
first 12 fiscal years of operation. 


Mr. Osporne: The two surplus years were 1961 and 1962. 
Mr. FRANCIS: Yes, that is correct. 


Mr. Munro: I just wanted to bring out the fact that point is a feature. 
Another one I wanted you to comment on, in this general area too, is that 
of employers’ contributions to the Canada Pension Plan. It has been brought 
out by various organizations that have come before this committee that they 
feel it is rather unfair to the employers that their contributions are, in fact, 
a payroll tax. In many cases, due to administrative considerations, it is im- 
possible for the federal Government to make any refunds in cases where, if it 
was not for the administrative problems, refunds could have been made; and 
their contributions towards maintaining the Canada Pension Plan on an over- 
all basis is greater than that of the employees’ contributions. I wonder if you — 
felt this aspect and the overall aspect of the employers’ making half of the 
contribution did also militate against the argument about it being regressive? 


Mr. ANDRAS: I do not think so. Of course, we do not represent the em- 
_ployers here. This business of the employer making what may be an excessive 
contribution has been brought to our attention. Some employers’ organizations 
have been kind enough to draw this problem to our attention, Mr. Munro. 
_At least, somebody phoned us and we discussed it over the telephone. I want 
to be perfectly candid with you. This act calls for a 50-50 split. If it isn’t 50-50, 
purely because of administrative reasons, then we think it is unfortunate that 
the policy set out should not be fulfilled. If it is a matter of public policy that 
the employer should pay more, the act should say so in so many words. For 
example, the Workmen’s Compensation Act calls on the employer exclusively 
to make a contribution. The Unemployment Insurance Act calls for a 50-50 
split. We, as an organized labour movement, are not particularly interested 
in “backdoor” arrangements whereby employers will overpay. If the Govern- 
ment of Canada is as smart as we believe it is, they will overcome these 
administrative obstacles in due course. We have the highest admiration for 
_the public service of Canada. 


Mr. Lespor: A supplementary question, and this is purely and simply a 
question to the C.L.C.: Do you think the time has come when some research 
should be done with respect to having the employers pay to the employees 
the amount that is normally put in as an employer’s contribution; and then 
let the employee have full control over the funds, because is it not more or 
less psychological anyway? It is just a withholding tax from the employer. 
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All he is doing, really, is withholding paying it as a contribution, because it i 
really for the employee. . . 
I was wondering if the time has not come when some research ought to 
be done with a view of getting to the point where the employee gets all the 
money and pays it all so that he has full control over the contributions. — 


Mr. ANDRAS: He would not have full control, not if there is a statute which 
Says that he has to pay it to the Department of National Revenue, or 
whereever it is going to go. It is a matter of public policy in a number of items 
of social legislation like unemployment insurance, Canada Pension Plan, the 
workmen’s compensation, that ‘coverage for certain groups should be mandatory. 
There is no option under the circumstances and therefore it becomes a matter 
of administrative convenience how to obtain the premium, and a matter of 
public policy as to who should pay the premium. a 

And, psychology apart, if there is to be a proportional tax to maintain the 
Canada Pension Plan, and it is a matter of public policy that it should be o 
the employer and employee in like amounts, then our experience would indicate 
just from the way we collect income taxes that the best way to do it is through 
a check-off through the employer. q 

Of course, I am not dealing here with self-employed. We will have problems 
in this regard. I am talking about those members of the labour force who are 
wage and salary earners, and then the method envisaged by Bill C-136 is the 
method adopted so far as I know the world over to collect taxes of this kind. 


Mr. LEBOE: My question was merely suggesting that possibly there was an 
avenue here for some research in getting the contributions brought in to a 
position that did not rest on psychology to a great degree, but, and I am speaking © 
as one who was an employer for 13 years, though of not a very large group — 
of individuals, the money we paid out in unemployment insurance was really | 
a holdback from the employee. It did not belong to the employer. We paid it 
an and said it was the employer’s contribution, but we did not pay it in in any — 
other way than just as a holdback of the employee’s actual wages. a 

I felt that there was room for research, and I really wanted to find ou: a 
from you if there was not room for some research in this regard to make its 
much simpler all the way through as far as the Canada Pension Plan isi} 
concerned, U.I.C. and some of these other measures, to push for something 


a 


of this nature. 


an 

Mr. ANDRAS: Well, I wouldn’t quarrel with you about research. But I do 
think just offhand, since I am not in a position to give it a great deal of thought — 
here, that what you have in mind would probably make the administration — 
of the act so excessive as to make it an unfeasible procedure. It would defeat. 
the purpose of getting automatic coverage of those specified to be covered. 3 


Mr. LEBoE: You don’t think it could be accomplished even though the whole 
thing was taken away from the employee’s cheque but was actually shown as __ 
his contribution and not the employer’s? y 

Mr. ANDRAS: It would perhaps—and I am going to coin a word here—be an 
“honester” approach to taxation than is the case at the present time. 7 

Mr. Lesoe: That pretty well answers my question. 

‘The CHAIRMAN (Mr. Cameron): Mr. Munro. 


Mr. Munro: Mr. Chairman, I think that Mr. Andras commented on this 
aspect of the employer’s contribution. I was intending to emphasize not, I would 
think, the minimal gains which are involved in any event through this adminis- 
trative difficulty, but rather the overall area of employers across Canada today 
having to pay, on a $5,000 maximum or less, half of the total contribution. 
I was wondering whether that whole concept of employees paying half, on 


wages from $5,000 and less, was not in effect progressive rather than regressive 
and should be considered as such. fi 
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4 Mr. ANDRAS: Well, no. I don’t think the fact that the employer is doing 
_ it makes that difference. A proportional tax—this is what the specialists call it; 


ey Mir: Minne: Finally, Mr. Ghainan: I wanted to get Mr. ere) comment 
4 on this, and I am looking at his chart on page 17, and I notice that the ratio 
A of contribution as to total earnings climbs to $5,000 and then diminishes after 
- $5,000. Of course, it diminishes obviously starting at those incomes over the 
- ceiling, but is does progress steadily up to the $5,000. But when you are consider- 
_ ing this in terms of $1,000 up to $10,000 and so on up to $20,000 and $25,000 
and $50,000, do you not feel that the progressive taxation under the Income 
_ Tax Act also should be considered as militating against any type of regressive 
_ feature. 
2 Now, I noticed your comment, which I think was on page 17, about five 
lines up from the bottom in your paragraph 27 concerning a system of pro- 
_ gressive taxation, such as the income tax is supposed to be. I thought you would 
_ probably have some comment on my comment that I thought the Income Tax 
Act would militate against it being regressive. 


Mr. ANDRAS: Just about a year ago I submitted a brief to the Royal Com- 
_ Mission on Taxation, in which we argued that our Income Tax Act which is 
ostensibly progressive is insufficiently progressive. Of course I would be glad 
to file a copy of that brief with your committee and save our time here, but we 
don’t think that the Income Tax Act was steep enough. We think that there is 
_ too much of a spread at the top of the range. 

d Mr. Munro: Thank you. 

The CHAIRMAN (Mr. Cameron): Senator Donald Smith. 


Hon. Mr. SMITH (Queens-Shelburne): Thank you, Mr. Chairman. I hope 
- you will permit me to say first, Mr. Chairman, that most of us, perhaps all of 
4 us on the committee, were very pleased to learn from reading the brief of the 
4 Canadian Labour Congress that Parliament is on the right track when it has 
' presented a specific bill under the name of the Canada Pension Plan, and that 
: there is agreement in principle to the effect that we should have such a plan. 
' Our hopes in general are that it will be in effect by January 1, of 1966. It is 
: also very interesting, of course, for us to have learned the other day from the 
; 
‘i 


4 submission by the Canadian Manufacturers’ Association, who represent indus- 
try, as you know, with employees numbering over one million such as your 
_ number apparently is, that that association has taken a similar stand on the 
principle of the bill. Like you, they have suggested certain things for us to 
consider in the way of possible amendments to the bill and, of course, Mr. 
_ Drury was very helpful to us. 

The third thing I would say is that it pleases us today to learn that Ontario 
_ will be part of the Canada Pension Plan, which removes any doubt of the 
:, national character of our plan now. 
¢ That is not in question, Mr. Chairman, but I have heard longer statements 
= than that on it. . 
] I am particularly interested in the subject of integration and I noticed that 
you make some reference to it in paragraph 17 of your brief, and I think it is 
evident to us all that the word “integration” means different things to different 
people. 
In your reference to it you did say this: 

.an examination of the current discussions on integration indicates 
that what is actually meant is some arrangement whereby the benefits 
under private pension plans are to be reduced, at least in terms of future 
service benefits,... 
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And so on. Have there been some recent current discussions, apart from the. 
discussions within the committee, that would lead you to believe that that ig 
the general understanding of the meaning of the term “integration’’? 


Mr. ANDRAS: Well, Mr. Chairman, I was very fortunate, through sheer 
coincidence, that just about a week or two weeks ago a local union president | 
came to my office. He works for a firm which is one of Canada’s very large 
firms. I don’t think it is important here to give the name, and he said that they | 
had recently been in negotiations, and the employer had laid two pension plan 
matters on the table. One was the amendment required under the Ontario Pen-— 
sion Benefits Act, which I told him was purely routine—the company had to 
observe the law, and that was all there was to it—and then the same firm put | 
on the table the second document, of which I have a copy here. It is entitled 
“Proposal of Pension Plan Revisions”, and this has to do with the Canada Pen- | 
sion Plan. The company is suggesting the kind of integration that we describe © 
so briefly in our submission. They have two examples which are rather interest- 
ing to me, and I will give them to you. They take the example of an employee 
who had had a $3,000 benefit per annum without the Canada Pension Plan. 
They then integrate, and they show that as a result of integration he will retire | 
on $3,050, or he will get an extra dollar a week. . , 

They have a second example which is rather more splendid. The employee q 

who would have retired on $2,500 will retire with the Canada Pension Plan | 
integration with $2,750. 

Mr. BAsrorD: What happened to the contribution in those examples? 


Mr. ANDRAS: What happened to the contribution rate js that it remains the ® 
same, but the amount of wages upon which contributions are made is reduced. — 
In the first example it was 5 per cent of $5,000 for the status quo, and then it © 
became 5 per cent of $3,000. The significance was, as I indicated, that the net © 
result would be $50 a year more in benefits. a 

Now, we have reservations about this sort of thing, especially if it is aa 
unilateral decision by the employer, but we are not here discussing collective — 
bargaining principles. What we are discussing here is what happens in a firm © 
which has a private pension plan which may be inadequate so far as a consid- — 
erable number of employees are concerned, because they may have short service y 
or the pension plan may have been late in coming in, but the employer is § 
interested primarily in cutting his costs. He engages in so-called integration, © 
and the result of the introduction of a public program is of no Significant value — 
to the employees concerned. Where this occurs, this is not good public policy. ie 

Hon. Mr. Smiru (Queens-Shelburne): It would be helpful if you would a 
tell us what is the percentage of their earnings on which the pension is based — 
that results in a $3,000 pension under the scheme? a 


Mr. ANDRAS: Well, this firm had what is called a unit benefit plan. There > 
are different types of plans, as you know. 

Hon. Mr. Smitu ( Queens-Shelburne): When you arrived at that figure for ~ 
the person who would have retired with a pension of $3,000, and who will, with © 
integration have his pension increased by $50, are you taking into account the — 
addition of the old age security? 

Mr. ANnpRAS: No, that is not included in the integration formula. 


Hon. Mr. Smit (Queens-Shelburne): Well, it would be another roughly 
$600 if he retired at age 65? s 
Mr. ANpRAS: Actually it is $624, but that again is a public program. a 
Hon. Mr. SmitH (Queens-Shelburne): Yes. 5 
Mr. Anpras: I should point out that there is also so-called integration 


with old age security benefits. There are some employers who offset old ag : 
security benefits against their private pension plan. yy 
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y Hon. Mr. SMITH (Queens-Shelburne) : Now, as an example of what is 
generally considered a generous pension plan perhaps we might cite the 
federal Civil Service Superannuation plan in which the maximum benefit, 
as I understand it, is 2 per cent of the annual income of ie best five years 
for 35 years, making a total of 70 per cent of— 


Mr. ANpDRAS: It is the best 6 consecutive years, I think. 


Hon. Mr. SMITH (Queens-Shelburne): It has also been the declared 
policy of the Government—and I believe the Government, when it makes 
these decisions, would try to be fair, and it has attempted to integrate in the 
same fashion that you have just explained to us. 


Mr. ANDRAS: That is right. 


Hon. Mr. SMITH (Queens-Shelburne): Do you agree that the decision of 
the Government to integrate in the matter of retiring civil servants is a 
proper way to integrate? Do you not think that the whole addition of the 
Canada Pension Plan should be on top of that 70 per cent figure? 


Mr. ANDRAS: I would preface my remarks with the following statement, 
that the Government of Canada is aware that in a matter of months or, at. 
the most a year, there will be collective bargaining in the public service. — 
It seems to me it would have been eminently reasonable for the Government 
to have deferred any action in respect to amending the Civil Service Super- 
annuation Act until collective bargaining had become a fact, and when the 
staff associations would have had an opportunity of dealing with this across 
the table instead of having a decision handed to them as a matter of Govern- 
ment policy. 

Mr. Luoyp: May I ask a supplementary question? This, of course, will 
depend on the timing of things. The Canada Pension Plan is due to start in. 
1966, but we do not know— 


Mr. KNOWLES: When is collective bargaining due? 


Mr. Luoyp: I think the observation is very timely right now, Dues 
do not think you should conclude it will not happen. 


Mr. FRANCIS: On this point I should like to ask Mr. Andras if he knows 
that the staff associations are represented on the Advisory Board on the 
administration of the Civil Service Superannuation Fund? 


Mr. AnprRas: I am not privy to their councils, but it seems to me that 
a condition of employment like that is one that should ordinarily fall within 
the area of collective bargaining. 


Mr. Francis: I think in the absence of a formal structure of collective 
bargaining that Mr. Andras will agree with me that it will not be easy to deal 
with it at this point, but I do not think he would like to suggest, and neither 
‘would I, that there has not been consultation with the staff associations and 
‘the advisory committee with respect to integration? 


Mr. ANDRAS: I defer to Mr. Francis. If there has been consultation and 
the staff associations are happy, then I wish them well. 


Mr. FRANCIS: There have not been representations, so far as I am aware, 
‘criticizing this. 
: Mr. Munro: On this very point may I point out that the Canadian Life 
Insurance Officers Association, and I think one or two other organizations, 
‘used the integration process of the civil service to point out the evils of the 
Canada Pension Plan in so far as its being combined with private plans is 
concerned. They used the tables arrived at by the Government for payment 
‘to civil servants as an example of excessive benefits. 


Mr. Francis: Mr. Kilgour was very explicit on this point. 
21761—4} 
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Mr. Anpras: The insurance industry can see evils in any public program. 
It is congenitally capable of that. There is no problem there on their part. 
I read as much as I could of the proceedings of this committee, and I noticed 
there were some illustration of what would happen to an integrated program 
Frankly, perhaps I am not technically proficient enough to discuss this, but 
the examples seemed to exaggerate the benefit that would arise out of integra- 
tion. It is my opinion that for some classes of income in the civil service 
integration means that the civil servants will get about as much as they 
would have gotten before. I have not been able to do my homework on. 
this— on 
Mr. FRANCIS: With the greatest respect to Mr. Andras and the care with 
which he makes his investigations, I would like to make it clear before this 
committee that the net effect of the Canada Pension Plan will be an improve- 


ment either in benefits or in contributions for just about every civil servant in 
Canada. | | 


Mr. ANDRAS: If I am wrong I will retract, of course. However, if I find I am 
right I shall send in a supplementary submission. 4 


The CHaIrMAN (Mr. Cameron): This seems to have touched upon an in- 
teresting subject, but I think Senator Smith should be allowed to continue. 


Hon. Mr. SMITH (Queens-Shelburne): Thank you, Mr. Chairman. My 
interest in the subject has been stimulated for some time back by my being in 
rather close association with a fairly large industry in Nova Scotia—the manage- 
ment of that industry as well as the heads of some of the unions. They have all 
been lifetime personal friends. Although my correspondence and discussions with 
the representative of one of the large unions down there is not so much con-— 
cerned, at this time at least, with what might happen in respect to integration, © 
he is concerned with some other aspects of the evidence that has been given | 
before the committee, and in particular with some of the observations that were 
made to the committee by the insurance industry. He was quite annoyed that — 
use was continucusly made of the phrase “payroll tax” in reference to the con-— 
tributions that companies and employees have to make. My friend, who is a 
union man, takes great exception to that. Do you regard this system that we 
have as a payroll tax on employers and employees, or do you regard it as con- 
tributions in the same way that contributions may be made on a private basis to” 
a company plan or to an insurance plan? . 


Mr. ANDRAS: Well, there is something in a poem about a rose—a rose by 
any other name smells just as sweet. The bill, I think, uses the term “contribu-_ 
tion”. In the Unemployment Insurance Act, with which I am rather familiar, the 
term habitually used is “contribution”. Now, of course, this is a contribution 
imposed by government, and in that respect it can be identified as a form of 
tax for an earmarked purpose. But, as I say, the terminology or the jargon of 
the trade in these matters is that it is a contribution. ia 


Hon. Mr. SMITH ( Queens-Shelburne): I might add, Mr. Chairman, that my 
union friend is also trying to impress on me that the contributions to any plan 
that are made by an employer are regarded by the employees as another for 1 
of wage increase. Is that a general point of view of union people? fe 


Mr. AnpRAS: We take the position that an employer’s contribution to a 
pension plan is simply a form of deferred wages. B 


a 

Hon. Mr. SmirH (Queens-Shelburne): I want to say something about the 
problem that has been presented to me by the management of the same company, 
and by whom my union friend has been employed for many years. In the first” 
Place, he has assured me that he has throughout been a warm supporter of the 
introduction of the Canada Pension Plan, and he would hope that it would be 
emphasized during the days we are discussing this bill and, perhaps, even when 
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t! he sreport: is Pande iat there are antaey basic needs which must be met by the 
‘Canada Pension Plan. He puts as number one adequate pensions, and then com- 
‘prehensive coverage and portability. But he is concerned in his particular in- 
? d ustry about the effect of integration on the other side of the coin. There may be 
peretty strong arguments to add a Canada Pension Plan to the plan which this 
particular company has had in effect for almost 20 years. It is in a class which 
could generally be described as a generous plan. He has given me some examples. 
A. long service employee, without considering the old age security integration, 


_ throughout this man’s working career. 

4 The he points out again that, when you add the social security benefit of 

over $50 a month at age 65, then that same employee—this particular case is 

based on a $5,000 a year average income—would get 120 per cent of his average 
wages. He cannot understand that the system was intended to work that way. 

: In other words, he believes that 120 per cent of his past wages is going a 
little too far. 

i, That brings me to the question I have in mind. What kind of a pension 


would you suggest would be the upper limits on which it could be reasonable © 


i to build, on top of their structure, the structure of the Canada Pension Plan, 
“in bles to create a total of what could be generally regarded as adequate or 
satisfactory pensions? 
Mr. ANpRAS: I do not know that I can give you any particular figure on 
that. What we have sought is adequacy and the reason we have sought it is in 
regard to wage-related benefits. If I heard you correctly, you said there was a 
benefit of 120 per cent on earnings? 
b Hon. Mr. SmitH (Queens-Shelburne): Yes, when you add the O.A.S. and 
the company pension plan. 
4 Mr. Lresor: The figures being quoted are not in constant dollars, because 


f he is going back into years when the dollar was worth more, and that should 
be taken into consideration. 


makes it difficult to assess what is the appropriate way to do it. Thank you for 
your intervention. 

Mr. ANDRAS: I would say in general terms, and this would appear to be 
the difference between Mr. Francis and myself, if you have a pension plan in 
effect and you are aware of the Old Age Security Act being in effect, and if the 
Canada Pension Plan comes in, then you have to make an ad hoc decision as 


not geing to define that in arithmetical terms—one that looks after the em- 

| ployee properly and gives a good old age, then the employees have the right, it 

F seems to me, when they are consulted by their employer or when negotiating 

; with their eaplover: ie say: ‘‘We would like to slice our income dollar up in a 
different kind of way.” 

What troubles us is a situation where you have a money approach plan for 
every year, where there is less benefit provided by the same amount of money 
' because of the enroachment of age, or you have a unit benefit of only 1 per cent 
_ with a career earnings tyne of pore so that a man can be there for 40 years 
and get very little. To integrate under those circumstances seems to us not to 
be a good thing and should be avoided or stopped, if we could stop it. Goodness 
_ knows, we try to do so, in all frankness, if we can. 

Hon. Mr. SMITH (Queens-Shelburne): I do not blame you. I want to 
conclude by saying that my union leader friend pays a great compliment and 
_ winds up his recent letter to me in this dees He says: “My work is along the 


Se 


t 


di the best.”” And ‘then he finishes: “Hope you win,’ 


“results in the eds on retirement being greater than the average wages 


Hon. Mr. SmitH (Queens-Shelburne): We all recognize that, that that — 


to adequacy and as to standard. If you have a very good pension plan—and Iam > 
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Mr. AnpraAs: Obviously the judgment will not be around here. 


Mr. Francis: I am particularly pleased with the number of suggestions 
made for the attention of the committee. I would like to touch on two of them. 
I am concerned about the way in which the pension plan may adversely have 
an effect in circumstances where there is necessary retraining and such things 
and also in the case of universities, and also those who retire prematurely, 
before 65, before the age set out in this plan. What do you feel would be the 
most appropriate way to amend the bill in order to compensate for those defi- 
ciencies in the bill as you see them? One method that immediately comes to my 
mind would be to increase the number of drop outs you have. One method was 
suggested by Mr. Woods of the Mercer Company, who suggested one which 
Was quite ingenius, that you could blanket in a sum of $2,000 earnings, or 
assume fiat rate earnings for those years. Do you have any views as to just what 


specific amendments you would support to the bill to compensate for the defects ; 
you have mentioned. s 


Mr. ANDRAS: Your first suggestion sounded like a good one, the 10 per cent 
drop out. If you take an 18-65 span, it may on the whole be adequate. If your 
span is 21-60, you may run into difficulties. Therefore, a change in the per-_ 
centage may be worthwhile. 2 

Another way, I suppose, would be to follow the American example, which ~ 
allows a claimant to draw pension as early as age 62: but then of course it is 
at a reduced rate. t 

The thing that bothered us, and we found it difficult to decide about © 
putting it into the brief, because it is so intangible, is the effect of so-called ; 
automation on the labour force. & 

The obvious fact that right now, while we are sitting here discussing — 
this matter, there are thousands of people who are too old, by the standards ‘ 
of the labour market, and who will have the greatest difficulty in maintaining — 
themselves in that market up to age 65. It may be that the bill is too optimistic — 
about age 65 as a normal retirement age. I appreciate some of the problems 


of actuarially costing and so on if the retiring age were age 60, but I think | 
those difficulties may have to be face 


Mr. FRANCIS: One group of witnesses appearing before this committee _ 
criticized the $5,000 upper limit, both in contributions and in wage related — 
benefit. Professor Clark, who appeared last night and this morning, suggested 
$4,500. The general line of criticism has been that this is benefiting the rich © 
1 -ath putting atin strong terms—but it was assumed to be an aggressive 


feature. Do you think $5,000 is the right upper limit? Is it too high or too 
low? @ 


Mr. AnprRAsS: I do not think it is too high. A couple of days ago, when — 
preparing my notes for coming here, I asked our research department to give 
me some very simple composite figures. I asked our researih assistant to provide 
figures of annual average earnings, the nearest whole year is 1963. The nearest _ 
month on which wages and salaries were fully available was September 1964. 

In 1963, the average annual earnings for wage earners only—this is the © 
hourly rated people—and I am rounding the figures out—was $4,900. For * 
manufacturing, it was $4,100. For construction it was $4,500. For electrical and © 
motor transport it was $4,600. For services—I really hate to mention this 


figure—it was $2,200. That is a scandalously underpaid group. That was for 
the year 1963. ie 


Hon. Mr. SmitH ( Queens-Shelburne): I had a figure like $94.49 a week 
for average of males in manufacturing industry for October 196 ” 


Mr. AnprAs: The latest figure we have for September 1964, translated — 
into an annual figure, is, for mining, $5,000. For manufacturing, $4,400. For ; 


ee 
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construction, a little over $4,500. For electrical and motor transport, $4,500 

and for services, $2,300. 

Hon. Mr. SmitH (Queens-Shelburne): These will be both sexes, males and 
_ females? 

‘7 Mr. ANDRAS: Yes. 

Hon. Mr. SmitH (Queens-Shelburne): This is of course an annual figure? 

Mr. ANDRAS: Yes. For wages and salaries, combined, this is a composite 
of 750,000 people, and it gave $4,400 in 1963. In September 1964 it was running 
at a rate close to $4,600. I would say that at the beginning of 1966 it would 
appear to be a reasonable average payroll projection. We do not find a $5,000 
figure objectionable. If we had, we would have said so. 

Mr. FRANcIS: But you feel this is the right figure for our purposes? 

Mr. ANDRAS: Well, we have in this country that fondness for round 
figures, we have an obsession for a figure with zeros in it. $5,000 looked like 
a reasonable figure in the light of wage statistics which we obtained os the 
government and other sources. 

Mr. Francis: Thank you. I was glad to hear your views on that. On page 
23 of your brief quoting directly from it, you say: 

We suggest that there should be a dominion-provincial conference 
in this connection to explore the relationship between the Canada 
Pension Plan and the various social assistance programs and to see 
also whether and to what extent the ancillary services provided under 
a social assistance program, such as counselling and rehabilitation, will 
be affected. 


I would like to say that I particularly appreciate this view, because one of 
the surprises to me of the presentations before us is the degree to which 
emphasis has been placed on strictly cash benefit programs, that is, universal 
cash benefit programs. In the age in which we live, that seems to dominate the 
thinking of a large number of groups. Let me put this to you: Do you really 
think that social assistance is going to decline, or is it better in the over all 
view that social assistance will improve, that we should have higher standards 
of social assistance, that there should be a higher proportion of case work 
and supplementation and investigation in individual services, and that that 
will be part of the scene. 

Mr. AnprRaS: It seems to me to be inevitable, Mr. Francis, in any system 
there must be an element of social assistance, because no program of benefits 
as of right, like a pension plan, or unemployment insurance, or whatever 
you like, can seem to take care of any single individual within that program, 
and there must be an area where need can be decided and income supplemented. 
Therefore, it seems to me that social assistance programs will be continued. 

There is another aspect, the quality of the program, the nature of its ad- 
ministration, the services it gives, the calibre of the people who are servicing 
it, the financing, and so on, all those things that enter into the picture; but I 
do not envisage a social system structure that does not include an area of 
assistance. 

Mr. FRANCIS: I have one last question. In your view, would it be advisable 

- to include within the terms of reference an adivisory council which is to be 
' established, looking at the relationship of the Canada Pension Plan and the 
. public assistance programs of various sorts in Canada? 

Mr. ANDRAS: Whether it goes to an advisory committee or not, I am quite 
- convinced that the government of Canada will have to do it either through 
the kind of conference we suggest or through the national council of welfare, 
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or through the administration of this plan, because there is going to be a ver , 

considerable amount of criss-crossing of benefits. — Ee ea) Meeps sss | 
er Mr. FRaNcIs: Thank you very much. | a 
; Boss The CHairMAN (Mr. Cameron): Mr. Leboe? ie Fe 


. Mr. LEBOE: I will not be cery long, Mr. Chairman. Mr. Andras, you made 
Hs reference to the sales tax as a regressive tax, did you not? 4 
“a Mr. ANDRAS: Well, the sales tax falls on the rich and poor alike. It is a_ 
tax on commodities which people buy, excluding some commodities like food, 
for example. However, in a sense, poor people pay out a larger proportion of 
‘money on goods than the rich. The poor tend to pay more in sales tax than 
the well-to-do. Since the sales tax is no respecter of incomes, unlike the in- | 


come tax, then the sales tax is a regressive type of tax. My colleague is the 
one to explain that more fully, but this is my view. 


PR Mr. LEBor: Basically, I want to know if your views are, in your assessment _ 
of the taxes, that the sales tax is regressive as compared with income tax. 
Mr. ANDRAS: Which is progressive by contrast. 


Mr. LEBOE: And which is a tax which is paid according to ability? 
Mr. ANDRAS: Yes. 


iat Mr. LEBor: Although you will admit there is a matter of choice between — 
a compact or a Cadillac? 


Mr. ANDRAS: Well, we examined that, if you want to go into this? 


Mr. LEBoE: No, I do not think it is necessary, but it is just that this part 
of it becomes part of the picture. a 

: I was interested in another point, which is exploratory in connection with © 
; the periodic increases in benefits. In other words, the indexes. Would it not | 
be worthy of consideration instead of by index to have a periodic view as a § 
basis of starting towards a projection in the future? In other words, let us say — : 
we start in the year 1966, and meeting at five year intervals so that a balance ~ 
can be arrived at. Then there would be a meeting of minds in connection with — 
whether a plan is adequate, related, or not, and there would be terms of refo@ 

_- erence wide enough to deal with the point made by Mr. Francis, in connection — 
with the other welfare aspects that may be brought into such a review? Do — 
you follow me? 4 


Mr. ANDRAS: Yes, I follow YOu, Sir. 


+) 
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Mr. LEBor: I am not asking for an opinion now, but I am wondering if 
you would consider it worthy of exploring, that aspect, because now we find — 
that everybody and everything is tied to an index. a 


3 Mr. Anpras: I do not have to answer it now without thinking about it, 

and I will not. I would simply say that the automatic adjustments built into — 

this bill have an advantage in this respect that the contributors and the benefi- q 
ciaries know what to anticipate as the years go by; but I would merely add — 
that Parliament is still a supreme body and the act is always open. It is a 
rather complicated way of getting it amended, as I understand the bill, but 
it is susceptible to amendment, and as long as the high contractin 
went to have it amended it can be amended. 


r, 

Mr. LEBOE: Would you object to following the plan I suggested, that when — 

the plan goes into operation we consider the possibility, when there is a rise 
in the cost of living, at a certain percentage point, there be a review every five 
years in connection with the matter? Would you have any serious objection if 
the terms of reference in connection with the review could take in other 
_ Matters, such as pointed out in your brief on page 23, in connection with other ; 
_ welfare matters, such as you mentioned before in your remarks? It is not only 
a 
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pd dices and cents we are ae with in welfare, there are other aspects 
as well. 

Mr. ANDRAS: Well, we saw a benefit in automatic escalation to preserve 
_the position of the poor. Our criticism was that it did not provide iron clad 
_ protection. 


4 Mr. LEBOE: Do you not think there is a danger of the principle involved, 

4 you want to attach it to annuities, and then bonds, and then move to some- 
_ thing else, until we find we are in a race we Caiiot control? Don’t you think 
we would be starting a fire we couldn’t put out? The suggestion I am making 
_here, I think, would take care of the fear of being caught by having made an 
anticipation to start with. I think that by periodic reviews we could avoid 
_ getting ourselves into a situation which we could not otherwise control. 


Mr. ANDRAS: Perhaps I should defer to my colleague on my left, Mr. 
Irvine. I would merely point out that plans comparable to the Canada Pension 
Plan have existed in other countries for rather a long time. We are latecomers 
on the scene. To the best of my knowledge the chain effect you mention 
has not occurred. I would like Mr. Irvine to answer that. 


Mr. LEBOE: It does concern me, because I see real danger in the proposition. 
I think if there were a periodic review with terms of reference which would 
include all aspects of welfare as well on a broad scale, it would be a great help. 


Mr. ANDRAS: Well, all I can say here is that I would remind you that the 
Canadian Welfare Council for several years now to my knowledge has been 
suggesting a royal commission to examine the whole social assistance structure, 
not just this plan, but social security in Canada, which is now a very complex 
business. This probably would be a very good thing because we have added 
very many programs in recent years. There is an interlocking of complicated 
programs. Whether it should be a royal commission, or a joint parliamentary 
committee, or some other body is really not relevant at the moment, but cer- 
tainly a good deal of good would be derived from the objective consideration 
_of various programs we now have in effect. 
Mr. R. IRVINE (Assistant Director of Research, Canadian Labour Congress): 

PI really have no points to add in reply to Mr. Leboe’ s suggestion, particularly 
| in view of the fact I have not seen the submissions you refer to that try to 

_ demonstrate there had been this ruanway effect. Certainly, I do not anticipate 
a runaway effect in the sense of the payments that would have to be made 
_ through an escalation clause getting out of control, unless you want to assume 
our price levels will get out of control. The pattern in the past several years 

in Canada has been one of a great deal of price stability, so I have no fears on 
“thai account. As far as other matters you raised are concerned, I would have 

to look at the other submissions before making any reply. 
' Mr. LEBOE: I did gather you would not object as long as the objective 
is reached. You would not object to the method as long as the objective is 
% reached, if the purchasing power remains constant? 
: Mr. ANDRAS: We would not want to wait five years until a review is made 

of the effect of the cost of living on pensions. 

Mr. LEBOE: I suggest we wait 24, or three or four, whatever was chosen. 

We should look ahead for half the distance we are projecting for the next 
review. So we are actually getting the benefit, say, for two-and-a-half years, if © 
on a five-year basis. I wanted to find out if you had any serious objections to any 
change as long as it accomplished a constant dollar. 
Mr. ANDRAS: We not only want a constant dollar, but to relate them to 
living standards as they improve. 
Mr. LEBoE: Of course, I understand that, but that is in a different branch. 
Mr. ANDRAS: Yes. 
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Mr. AIKEN: Mr. Chairman, I have three matters I would like to ask ques- 
tions on. The first one refers to page 22, at the conclusion of paragraph 31, 
in which it is submitted that the genral revenues of Canada might be used 
to level out the burden of the Canada Pension Plan. : 

We have constantly been running into the problem on the committee of 
helping those who have small incomes on an income-related plan, and the 
social workers this morning more or less stated they could see nothing in this 
plan for those below the minimum of $600, and that another plan would have 
to be devised on top of this, or in addition to this, to fill out that sort of social 
problem. In view of this, I am wondering if it would not be fairer to use the 
general revenues for some additional plan to help these people who are still 
left completely out of the new provisions, rather than use the general revenues 
to help those who are making enough income to help themselves. 


Mr. ANDRAS: I would not want to create the impression here we are com- 
pletely indifferent to the needs of those who do not fit into this plan but are - 
in need of income maintenance. We are aS concerned as anyone about the 
person who earns under $600, or $800 a year if self-employed, and so on. 
Obviously, something has to be done for those people. There are now in effect 
various social assistance programs which offer some degree of relief to them— 
not enough, but some assistance. What we were anxious about here is the fact — 
this plan had negligible finances, as far as we were concerned, and we sug- — 
gested one way of compensating for this would be through an injection of — 
funds, some amount of which would be bound to be drawn from income tax 
payments. 

Mr. AIKEN: Thank you. 


Mr. AnpRAS: Mr. MacDonald is saying the two objectives are not mutuall 
exclusive, and that would be our position. 


Mr. AIKEN: Have you considered there might be a possibility of including q 
these people in this general plan in some way or another? 


Mr. AnpRAS: I was wondering about that. I do not think so. This plan is 
really one for people who have a firm attachment to the labour market, people — 
who work for wages or salary or have a business of some kind, self-employed — 
practioners who earn or try to earn a fairly steady income all their working | 
lives. When you get under $600 you are getting the follow who is employed so 
long and all he has made in the year is, say $500 and we hope to get back © 
into the labour market, and perhaps that $500-year will be a drop-out year. | 
On the other hand, you have people whose attachment to the labour market — 
is very sporadic, for example, the housewife who does a spot of babysitting 
now and again, and that kind of thing. It seems to me to bring them into this _ 
act if they make $300 a year would be to produce such footling benefits as to 
make a mockery of the act itself. If they require income maintenance it j 


should be through some other kind of program which takes cognizance of their 
needs. 


y 4 


Mr. AIKEN: You would agree, in general, with the suggested approach of 
the social workers? / 


Mr. ANpRAS: I did not hear that. 


Mr. AIKEN: They said, in effect, some additional program was required 
for these people. : 


Mr. ANDRAS: Yes. 


¢ 


Mr. AIKEN: The second point concerns the proposal on page 29 to reduce — 
the Old Age Security age to age 65. Do I understand correctly you would 
propose that for those who do not come under the Canada Pension Plan in 
the transitional years the Old Age Security might be retained at $75, starting 
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Eat age 65 rather than have them take the reduced amount in accordance 
with the schedule shown in the plan? Would this be your suggestion? 


Mr. ANDRAS: We have suggested that it be made $75 at 65, particularly 
for those who will not come under the Canada Pension Plan. 


Mr. AIKEN: Would you use that as the pension point—in other words, 
those who did not come under the Canada Pension Plan, who could not drop 
out? : 

Mr. ANDRAS: We have to face this problem we have a 10-year transition 
period during which benefits will be very negligible. And, at the same time, 
as we point out in paragraph 39 on page 28, they are getting an opportunity 
or they may be required to take $51 or $54, or whatever the figure is, before 
they are able to get in under the Canada Pension Plan. It would probably be 
simpler to bring in the $75 at 65 now; and for some people it is excessive, 
but we have means of recovering excessive benefits. This is not a fiscal problem 
in this country. 


Mr. AIKEN: I understand your suggestion. What troubled me was the 
category in which you would place the people who do not benefit under the 
Canada Pension Plan, because there are different -categories of people, like 
housewifes, for example, who are not in the labour market and who would 
not come under the plan, in any case, and others who are in the labour 
market. You are suggesting now that perhaps the easiest way would be to 
reduce the universal pension age to 65? 


Mr. ANDRAS: $75 at 65. 
Mr. AIKEN: Yes. 


Mr. ANDRAS: I wonder if it is relevant, but just last night I was looking 
at a document submitted to another committee, the Senate Committee on 
Aging, and in it there is a table. Incidentally, this is Proceedings No. 24. 
There is a table in there, on page 1610, of incomes of those 70 and over 
during the year 1961. They have it by males and females. There were 347,000 
males in round figures. Of those, 150,000 had incomes between $500 and $999, 
which means most of them were living on the old age security, really. In 
the case of females, out of 382,000, 257,000 were in similar conditions. 

It seems to be quite clear that our population 65 years of age and over 
for the most part had very low incomes, if you examine the actuaries’ report, 
as I am sure you have; there is a table in there. I have the mimeographed 
copy here and it is on page 49 of that. This is the document which shot up 
my aspirin consumption. There is Schedule 7 there which shows income in 
proportion to wage earners of Canada, excluding Quebec, reporting annual 
earnings of less than $500 based on 1961 census data. 

You find these people at two extreme ends of the age spectrum. Males 
aged 18 and 19 were in the 214 per cent category, and those aged 65 and 
over comprised 174 per cent. In the case of females, 25 per cent were at age 
18 and 19, and 27 per cent were 65 and over. 

Those that are between those two bracketing age groups are active in 
the labour force and are making more of a living. They are the people who 
more logically fit into this, and 65-and-overs are the ones for whom we need 
to be concerned in terms of old age security. Right now it is particularly 

those who will never be exposed to the Canada Pension Plan. 

Mr. AIKEN: But you say in particular those who will never be exposed 
to the plan. You rather feel that it should be universal. 

Mr. ANDRAS: For the next 10 years until 1976, and then we will have a 
_ 10-year period of experience and will be able to watch and see whether the 
integration of the two can work out as I think it is going to, and we can 
work out our social security programs for the aged accordingly. 
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_ ‘referred to appeal procedures and made a comparison with appeal procedures 
cist 


__ under the Unemployment Insurance Act and this may be just a little off the 
* course, but is it the experience of the Congress that the board of referees of 
os the Unemployment Insurance Commission is generally of very little help to the 
M people who are appealing from disqualifications? ~ 
Mr. ANDRAS: It is not supposed to help people; it is an administrative 
__ tribunal to see that they get justice. It is there to hear their appeals and to see 
nee if their appeals are well-founded. The appeal board is a tripartite board, that 
is, the board of referees. There is a chairman who is impartial—or detached, | 
shall we say. There is an employer nominee and an employee nominee. They are 
% all local people. The complainant can appear before them and the procedures 
_-_—s are very, very informal. The complainant can be accompanied by—lI was going — 
e _ to say counsel, but he can come with a friend, a union representative or a 
clergyman or anybody else he wants to bring along with him, and he will get 
_a hearing and it is the very informality of the procedure that adds merit to itaa 

Mr. BAsrorp: I never find anybody who wins them. 

Hon. Mr. SmitH (Queens-Shelburne): Oh, yes. 

Mr. ANDRAS: Well... 


ie; Mr. BasrorbD: Well, in the future I am going to start writing to you, then. — 
ah Mr. AIKEN: This is a little off the subject, but it does relate, because we © 
want to get a proper appeals relation for this act. I feel like Mr. Basford that » 
in the first place the board does not encourage people who appear, and if they 
e do not get some sort of advice often they do not bother to appear and are just 


rejected, and in the second place the number of people who appeal on their 
own and get nowhere is almost universal. a 


Mr. ANDRAS: I am sure you do not want to get into a discussion of unem-_ 
ployment insurance matters. I could talk about it for three days without © 
stopping, easily. All we are trying to say here is that the appeals procedures ~ 

_ that we see in Bill C-136 are such as to inhibit appeals from the start. We © 
want to make it at least as easy to file an appeal as it is under the Unemploy- 


® 


ment Insurance Act. This is what we are suggesting. a 


Mr. AIKEN: You would suggest something more like a permanent board 
rather than an ad hoc board which is suggested in this bill? | is 


ae Mr. ANDRAS: Yes, a local board of review would be good enough, yes. 
d Mr. AIKEN: Thank you. 


The CHAIRMAN (Mr. Cameron): Mr. Lloyd. “3 


ia 
Mr. LLoyp: Mr. Chairman, at this hour of the day, after some very searching | 
questions and some most informative answers from the gentlemen before the 
committee, one is hard put to discover an area that has not either been dealt 
with in the brief to our enlightenment, or has not yet been dealt with by prior 
-questioners. a 
However, there is still this matter of integration despite all that, and I 
thought I might pursue some questions in that field. Before doing that I think © 
_ what in essence the Canadian Labour Congress is saying to us is: We don’t 
expect you to seek perfection at the kickoff of wage-related pensions as a 
; Government measure, but we do—and you say this at the beginning of you ir 
- submission—“We do identify certain shortcomings,” to which you direct the 
attention of this committee and of those who shall administer subsequently in 
the advisory committee that may be established under the act. ie 


In other words, we may not be able before the passage of the legislation 
oy to accomplish everything, but I think you put some priority of importance on 
getting started. Am I correct in that, sir? <a 


Y : 
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Mr. Anpras: That is right. 


f Mr. Lioyp: And then we will try to accomplish some improvements along 
i _ the lines we have suggested, that if you cannot do it in time to get the legisla- 
_ tion through, at least get it through and then continue to arrange for attention 
F to be devoted to the matters you look on as having shortcomings in the legis- 
4 lation. 
With that general statement I now turn to the matter of integration, and, 
as a preliminary to that, we did find in this committee some difficulty in 
- getting an abundance of statistics on the percentage of benefits in relation to 
the earnings at retirement. 
We had some statistics, but I would like to have seen more, because I 
think if more of such statistics compiled for our information had been handy 
_ the information would have made us still more aware of the need for this 
kind of legislation. / 
A consultant did say that he thought that the mass of beneficiaries under 
pension plans retired with something like 30 to 40 per cent of their earnings 
at retirement in pension benefits. When the Railway Brotherhood was before 
us the other day they mentioned to us a figure approximately in the 45 per 
cent bracket. 
Do you have any statistics along these lines, or any specific information 
which would tell us where the mass of your members fall in this matter of 
benefits and related earnings? 


Mr. ANDRAS: I am very sorry to say that this information is incredibly 

_ difficult to obtain, because you have, literally, thousands of pension plans, 
and, probably, you have a dozen formulae under which pensions are worked 

_ out. Also, of course, you have the factor of age and income, so that the amount 
that comes out at the end is related to these factors, and when you get into 
the other complexity of the pension plans, you really are lost. 


Mr. LuoypD: You share my surprise that there was not more of an abun- 
- dance of statistics in this field, then? 


Mr. ANDRAS: I would say this. There is very little information about 
_ private pension plans generally. The only document we have of any com- 
prehensive value is the one put out by D.B.S. entitled ‘Non-Financial Data on 
Pension Plans, 1960”. What we really need—and I agree with you on this— 
is some kind of a census of pension plans with much more specific information 
than anybody has ever been able to obtain to date. 


y Mr. Luoyp: Well, it flows from that that when you look at the category 
- of the problems of integration you automatically say that right now there 
_ is a great spate of concern among the legislators about pension benefits. There 
have been studies made in Ontario, and we are grateful for these, and now 
other provinces have indicated they will follow the same pattern and are going 
_ to introduce pension benefits legislation which is designed to achieve portability 
; and ensure solvency, and there will be something about vesting along the 
_ lines you people are interested in because in your philosophy contributions are 
_ deferred wages, in effect. If we had more information, and if we had more 
information on the percentages generally of retirement earnings, then one 
- wonders if we could not under provincial benefits acts set some minimums so 
t that employers would not be tempted to go below those figures and fully 
integrate, or to take full advantage of the Canada Pension Plan. What makes 
me think that this is a possibility—that is, that integration adverse to the 
‘interest of the employee might occur—if something along the lines of the 
7 suggestion you made to the committee earlier, and which I find in pages 22 and 
23 of the Study of Canada’s Pension Plans by the National Trust Company. 
“On these two pages they have an exposé of, if you like, or commentary on, 
integration of pension plans with government old age pensions, and they 
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describe the kind of things that have happened. They refer to the thought 
that some pension plans require adjustment—many do not, but they do say 
this: bea. 


, 


At a time when the Old Age Security Act pension is increased, 3 
there is usually a corresponding reduction in the pension from the 
pension plan. Employees and pensioners find this arrangement difficult 
to understand and justify in the light of rising living costs, especially 
if the plan is contributory. a 


This is an enlargement of your evidence earlier, I believe. 


Now, you share the views of others, I believe, that there should be con- 
__ sultation with employees. The Railway Brotherhoods put forward this point. 
But, whether this should be done by some legislative change in this bill or. 
= not, I do not know. How do you feel about that? I am looking for the 
: mechanics. a 
: Mr. ANpRAS: Most provincial plans would come within the provincial 
\ domain, as you undoubtedly know, so the regulation of pension plans will have 
x to be done by legislation similar to the Ontario Pension Benefits Act. It is my 
E understanding that the various provinces, with the guidance and advice of 
the Government of Canada, are trying to work out common regulations se 
that an employee moving from one province to another will be confronted 
With similar standards and conditions affecting pension plans, and this is just 
as much for the sake of the employers as for the employees. There is a limited 
_ number of pension plans that the Government of Canada can cover. I am : 
| treading on delicate ground because I have no constitutional authority, but 
I am thinking of the industries within the federal domain. However, the 
thought you have put forward is an interesting one, and when I get the ) 
proceedings of this meeting I shall want to reread carefully what you have 
said, and then to consult my colleagues who are more expert on pension plans 
than I am, because I think you have touched upon something that is very 
useful. : 
7 Mr. Lioypb: It would seem to me that now you are moving in to regulate 
| at the provincial level private pension plans, that this is one of the important — 
elements for study and action on the part of provincial authorities because of © 
| the constitutional question, and, by the same token, an area of concern again — 
_ for the national government in those areas where it has responsibility. 
| Mr. ANDRAS: We would certainly welcome that. 


Mr. Lioyp: You agree that some investigation in this direction might — 
offset the fears that you have expressed, that integration with the Canada — 
Pension Plan might result in the kind of situation which you outlined, I ~ 
believe, by quotations from two letters. 

Mr. ANDRAS: One letter. I have another letter, but I shall not read it. 

Mr. Lioyp: With that observation, I think I can say nothing more than | 
to point out that the events of 1965 seem to indicate that we shall be making 
some progress, and that it is as well for everybody to keep in mind the obser- | 
vations of the Canadian Labour Congress not only in respect to immediate 

amendments to bills that are before us, either here or in provincial legislat 
but to those that will follow in the future as advisory committees and re- 
sponsible ministers recommend them. 3 
| I shall close with this observation, that your statements on integration and 
regressive taxation are most interesting. I am sure that integration has nothing 
to do with the great achievements of Donald MacDonald from Cape Breton, 
Nova Scotia, who seems to have integrated himself into national affairs ve y 


_ well. He has done excellently, and we in Nova Scotia are proud of him. a 
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The CHAIRMAN (Mr. Cameron): We do allow a little latitude to Mr. Lloyd. 


r Mr. Luoyp: We have heard that decision-makers in industry are one of 
the most valuable resources of Canada, and I would like to add to that the 
‘people who make the final decisions in labour. They are one of our major 
‘national resources. 

With those politics out of the way, I shall make my final eee We 
have had some bits and pieces of comments about the income tax provisions 
with respect to the deductibility of contributions, and here again I point out 
that we have the Carter Commission. I think it might be wise for us to address 
ourselves to that commission on the subject of progressive taxation such as 
for example, we are talking about today. 


The CHAIRMAN (Mr. Cameron): Mr. Knowles? 


Mr. KNOWLES: Mr. Chairman, my colleagues on the committee will be 
glad to know that at this hour of the 14th session we have had this week I 
do not feel it is necessary to ask questions of this delegation. I did not make 
this remark with the intention of obtaining applause, but I noticed it. I can 
perhaps be pardoned for observing that I welcome your brief very strongly, 
for it emphasizes features of Bill C-136 which I think are good, and I think 
it emphasizes its shortcomings and makes suggestions as to what we should 
do. Albeit, you do urge that we try to get this legislation enacted as speedily 
as possible. 

May I limit my questions to one aspect? You have referred in your brief, 
and in your comments on it, to persons not covered. I am thinking now not 
about the categories of people for whom social assistance or some other aid 
needs to be provided, but the people whose ages are such that they sometimes 
get referred to as the lost generation—the people in their sixties who will not 
build up very much benefit under the Canada Pension Plan, and the people. 
who are already retired and for whom there is nothing. I think it is fair to 
‘say that the plight of these people has been brought to the attention of this 
committee a good many times during last week and this, and I think it is 
‘also fair to say that the members of the committee, pretty generally of all 
parties, are aware of the fact that this is a problem we have to face. 

Now, if we do make some recommendation that something be done about 
‘thase who are 70 and over and now retired, or about those between 65 and 
70 who will not qualify under the Canada Pension Plan itself, do you think 
we should try to draft provisions for them into the Canada Pension Plan, or 
should we try to take care of their needs under acts like the Old Age Security 
Act and others? 


Mr. Anpras: I think the Old Age Security Act and other statutes are more 
appropriate instruments than the Canada Pension Plan. 


Mr. KNOWLES: Would you see some parallel between the stand you have 
taken with respect to the Unemployment Insurance Act? I have in mind the 
fact that at times when there were people who needed protection you wanted 
them covered out of the general revenue rather than raiding the Unemployment 

Insurance Fund? 


Mr. ANDRAS: That is right. 


i Mr. KNOWLES: You urge us to pay pretty strict attention to the needs of 
the people in the groups I have now referred to, but you would urge that we 
_try to take care of this situation without upsetting the provisions of the in- 
“surance or the earnings-related scheme that we have before us? 


Mr. ANDRAS: I think every piece of social legislation must possess integ- 
‘ity. Perhaps I do not use the right word, but I think you know what I mean. 
I think it would not do the Canada Pension Plan any good if there were thrust 
into it people who did not logically belong there simply to get them out of 
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the way. I think they should be regarded as another kind of problem, and be 
looked after appropriately through another form of legislation. een Pn 
Mr. KNOWLEs: I hope, Mr. Chairman, that no one thinks I have been asking 
leading questions in order to produce a particular kind of result, and to avoid 
that let me make a brief comment. I have heard—TI think it is in the news- 
Papers now, but I heard it during a long distance telephone conversation with 
a friend in Toronto; as a matter of fact, a member of the Legislature in 
Toronto—of the submission that is going to be made to this committee by the 
Ontario Government. If I understand it correctly, that submission has already 
been tabled in the Legislature in Toronto. We all welcome the news that 
Ontario is going to stay in the plan. I welcome Mr. Robart’s insistence that 
we concern ourselves about these particular groups that are not covered. 
I think he has said something about covering them under the Canada Pensio n 
Plan, but that is one of the reasons why I would like to have your opinion as 
a body which has had experience with the Unernployment Insurance Act. Your 


4 


answer is that this should be dealt with, but dealt with under the appropriate 


1; 


_ machinery? 
Mr. ANDRAS: Yes. 


Mr. KNOWLES: I have one other question, although perhaps Mr. Lloyd’s 
questioning and the answers he received cover it, and I may have missed it 
in part. As Mr. Lloyd indicated, we had before us yesterday the Railway 


Brotherhoods who told us of some of their particular problems. Incidentally, 
they expressed appreciation of the fact that the Minister of Finance has in- 
dicated that the federal Government plans legislation for the protection of 
plans that come under federal jurisdiction, comparable to that which is being 
done in the provinces. The main point they made was with respect to integra- 
tion. They expressed the view that most, if not all, their members would like 
to have the Canada Pension Plan decked on top of their plan. They did not 
ask for legislation to make this compulsory but they did ask for consultation ~ 
between employers and employees before an integration formula is decided — 
upon. Would you say that would be the view of most, if not of all, unions 
affiliated to the Canadian Labour Congress, namely, that consultation is desired 
before any kind of integration is effected. 4 


Mr. ANDRAS: We would like consultation as a minimum type of proce- 
dure between the employer and the trade union. Where we bargain collectively 
for our pension plans, we would want to negotiate an area as an appropriate P 
area for negotiation between the parties. We also run into problems where the 
plan is outside collective agreements and in those circumstances also consulta- | 
tion is necessary. i 

Mr. KNOWLES: There is one question I should like to ask you, as to. 
whether you are sure you are speaking for your membership, but I think 
that question would be a fictitious one because I know how these people are 
built up and I know the validity of your position with respect to the unions 
accredited to the trade union movement, namely, that a plan of this kind is 
wanted. | 

May I put it this way? In speakines for the organized workers, the likeli- 
hood is that you are speaking for most of the people in industry who have 
pension plans, and that if what you say is needed by the organized workers it 


= 


is even more needed by the workers who are not organized. E 
Mr. ANDRAS: We agree, certainly. pe 


Mr. Munro: Also, as a supplementary question, some of the sections of - ne 
C.L.C. members do not think too much of the private plans the organized 
workers already have. , 

Mr. KNow tes: I had planned to ask some questions along those lines but 
_ after Mr. Lloyd had asked some questions I gathered the difficulties in some of 
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the departments of the C.L.C. in getting statistics of this point. I am aware 
of that difficulty. We found it a little disappointing in this committee not to 
be able to get information in this field. Also, we were disappointed in the wide 
range of answers. We have figures from 30 to 60 or 70 per cent as the number 
of people covered in plans. We find the percentage of plans is one thing and the 
percentage of people in the plans that exist is another thing. Then we found 
that the benefits provided under plans represented to us as good could scarcely 
measure up to that term. 

I seem to be making a statement, but I may say we have become impressed 
In this committee with the fact that there is need for something that the 
private plans have not been able to do. 


Mr. Munro: The fact that it will help the organized workers rather than 
the unorganized should indicate that the unorganized should hurry up and 
become organized. 

Mr. JopoIn: I believe in that and we can offer a charter to members ae 
the House of Commons—shorter hours. 

Mr. BAsForD: I want to add my compliments to the C.L.C. on their beiet 
which is at the usual high standard characteristic of the congress’ legislative 
submissions. I hesitate to open my mouth, being one who defeated one of Mr. 
Knowles’ colleagues. I am afraid I might deliberately be shot down in flames. 


Mr. KNOWLES: Some of us do not mind taking one turn out, but we come 
back the next time. 

Mr. BAsFrorpD: I put some material on the record last evening on behalf of 
the professional firemen in British Columbia, who are required by law to 
retire at age 60. That brings us to paragraph 34. I do not see any specific 
recommendation here, but I wonder how you think we should handle this 
problem of forced early retirement? What amendments should we make to 
deal with it? 

Mr. ANDRAS: Mr. Francis asked that a few moments ago and got a reply. 

Mr. Basrorp: I am sorry. I had to leave the room. If it is on the record, 
it is all right. 

Mr. AnprRAS: I tried to give some answers. Mr. Francis suggested this and 
I merely concurred. He was knowledgeable in his field, as you all know. The 
suggestion was to have a more extensive drop out provision. I suggested per- 
haps the plan might follow the American act in having a lower age of eligibility. 
There are probably other ways of doing it. I also said that changes in technology 
are occurring, and if there is a growing redundancy of workers, there are going 
to be pressures on earlier retirements than 65 and it may well be that, in the 
relatively near future, the Parliament of this country as a whole will have to 
review the whole concept of age 65 as the normal retirement age. 


Mr. BAsrorD: Thank you. I did not realize it had been answered before. 


Mr. CANTELON: The questions I was going to ask have been pretty fully 
discussed in a most interesting and lucid manner by Mr. Andras, so I shall 
leave the questions altogether. There was a suggestion of a beginning age for 
students coming into the plan that would be higher than the beginning age for 
others. In other words, those years being crossed out altogether. It seemed to 
me that students, particularly those in the professional field, where they were 
higher and thought they would be around 60, would be starting around 22 or 
23, so there would be a squeeze at both ends. Have you any views whether it 
would be advisable to have an older starting age in the plan for students, 
rather than the 18 which is envisaged? 
| Mr. ANDRAS: We raised that problem in our brief. I should like to take 
this opportunity to extend the statement. Our brief was written in considerable 
hurry, because your committee asked us to come more quickly. We talk about 
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_ and other institutions of that sort. If large numbers of our young people are 
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students going from the high school into the university. We had in mind any 
kind of post-secondary school education, technical institute or vocational school 
to 
be encouraged to take these types of education, then I think you are quite rig nt 
in suggesting that an age higher than 18 may be more appropriate than 18, as 
the experience of the next few years will indicate. | 

Mr. CANTELON: I am glad to have your expression along those lines 
There has been much talk about appeals procedures. Are you familiar with the 
United States four-stage type of appeals machinery—first, that an appellant 
requests the social security administrator to consider his original determina- 
tion; secondly, if he is not satisfied, he can claim to go before a hearing ex- 
aminer of the social security administration; thirdly, if he is still not satis- 
fied, he can further request a review of the examiner’s decision by an appeals 
council; and fourthly, if he is still not satisfied, he can bring a civil actio ay 
in a United States district court. I thought this might be interesting, to sho f 
how carefully they provide for an appeal in the United States. I wonder iff 
you would suggest something like that in this bill? i 


Mr. ANDRAS: I think that in some respects we are ahead of the Ameri- 
cans. What you described to me sounded very elaborate and time-consuming. 
It seemed to me that there the appellant who has a claim is appearing before 
a quasi-judicial body. We would like something more flexible, closer to home. 
We are not accustomed here to the institution of civil proceedings. In our Un- 
employment Insurance Act we have a two-stage procedure, a board of referees 
and then the umpire. By and large, it seems to be working fairly well. Under 
workmen’s compensation, there is an appeals procedure. I am not as familiar 
with that one, unfortunately. I do not specialize in that at all. a 


Mr. CANTELON: Some of my lawyer friends seem to think it is not too 
successful, but I really do not know. | 


Mr. ANDRAS: We are not at all anxious to give lawyers a living. We wan ie 
to give claimants an opportunity to make an appeal as laymen, primarily to. 
a lay body. ie 


Mr. CANTELON: This was not the point. They said that the applicant very 
seldom seems to win the case. 


Mr. Basrorp: I thought you stood for a fairly high level of employment, 
Surely you were referring to lawyers also? P 


Mr. AnpRAs: No. 


Mr. BAsrorpD: They have a much better closed shop arrangement. 


Hon. Mr. Dents: I have only one question. In page 6 of your submission you 
give some examples of private plans benefits and you conclude to the effect 
that those plans are providing considerably more than what js contemplated 
under the Canada Pension Plan. I would like to ask you if you have taken into 
consideration the other benefits besides contribution in the rated earnings 
giving rise to a pension, if you have taken into consideration the benefits of 
the O.A.S., which is part of this plan. Have you taken into consideration other 
benefits such as the benefit in the case of death, the benefit to the disabled, 
the widow and the orphan, the portability and also the smaller range of 
contribution. I would also like to get from you whether you have taken 
into consideration those few advantages or benefits which I suggest are not 
provided by the examples you have given? 2 


Mr. ANDRAS: Let me make it quite clear. We consider that the bill before 
you, or before Parliament, has a number of points of advantage. In fact, in 
my own notes they are numbered, and there are nine of them, which I am 
not going to read at this late hour, but we consider that they have points of 
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‘g dvantage that make them in the aggregate superior to a private pension plan 
as such, because there are not very many pension plans, for example, that pro- 
V ide widows benefits or survivors benefits. On page 6 of our brief we say: 


In private pension plans, particularly those which are known as 
the unit benefit type, it is possible to achieve a benefit equivalent to 
60 per cent of earnings after 40 years with a unit of 14 per cent of 
earnings. . 


Not all pension plans provide for 14 per cent unit of earnings. 
; Hon. Mr. Denis: Some get more and some less? 


; Mr. ANpDRAS: Yes. I have here a letter, which I am not going to read now, 
dealing with a man who got a new job at age 52, and he is only going to 
have 13 years. 


mu Hon. Mr. Dents: But the first example you gave, after 40 years 60 per eeu 
of earnings. What would it amount to after 10 years? 


Mr. ANDRAS: In 10 years they would get 15 per cent. 
Hon. Mr. Dents: And you are giving 25 per cent? 


. Mr. Anpras: I know, but 15 per cent is no good, neither is 25 per cent 
_ good enough. With the old age security benefit, then, it depends on the amount 
of Canada Pension retirement benefit. 


+ The CHAIRMAN (Mr. Cameron): Thank you, Senator Denis. I think that 
concludes the proceedings for this afternoon. 

Before adjourning the meeting, I wish to express to you, Mr. Jodoin, Mr. 
_ Andras, Mr. MacDonald and Mr. Irvine, our appreciation of your attendance 
here this afternoon, for the brief that has been submitted on behalf of the 
Canadian Labour Congress, and for the explicit explanations that have been 
given and the information we have obtained, not only from reading the brief 
‘but from the discussions of this afternoon. We thank you most sincerely. 


Bs Mr. Joporn: With your permission, Mr. Chairman, on behalf of the Con- 
gress, it remains for me to express our appreciation for the opportunity of 
appearing before this joint committee, although I was more attentive than 
exuberant, and rightly so, with the confidence I have in my colleagues in 
this field. 

I was not surprised to find, with the presence of the members of the Senate 
and the Commons of our great country, that the questions were certainly 
ertinent. It is not always like that, but in this case it was. 

1 I would hope that the representations we have made will be duly con- 
‘sidered, because it is in the interests of all you and we represent in various © 
fields. It remains again for me to say that on the principle itself, the predecessor 
ic the congresses, the national labour centres in Canada, as well as this . 


\. 


‘Canadian Labour Congress, have been advocating for many, many years past 
that such a portable universal plan would be established for the citizenry of 
Canada; and if the date here is to be 1966, well, let us hope it will be the most 
‘comprehensive plan certainly in the interests af all the citizenry of Canada. 
Again, we thank you, sir. 

_ Mr. Munro: Mr. Chairman, I would like to make a motion to that effect, 
_ for the record, in appreciation of the Canadian Labour Congress for their sup- 
port of this measure and for their helpfulness and courtesy in coming here 
_ today and answering our questions. 

‘ Mr. KNow.es: I second Mr. Munro’s motion with much pleasure. 
Motion carried. 

% Mr. Munro: I cannot anticipate your question, Mr. Knowles, unless it is 
about the briefs. I am sorry that I forgot to mention this before, Mr. Chairman. 
About half an hour or so ago, Mr. Guitard called Mr. Coward and we were 
_ -21761—53 
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advised that all the briefs were parcelled and mailed yesterday, but they na 


briefs to be presented? 


ee a 


not yet been received here. If members will be content, the moment they 


_ received they will be sent out in the mail to members, one to their Hou > of 
Commons office and one to their home. WW: ete) 


' 


Mr. Know.es: That was the question I was going to ask. a: 


The CHAIRMAN (Mr. Cameron): That is a satisfactory method of dis . 
tribution. ? e 


The committee will meet again on February 1 next at 10 o’clock, in 
room 371. ze: 


Mr. CANTELON: Mr. Chairman, I assume we shall be hearing all the ot ner 


The CHAIRMAN (Mr. Cameron): Only two; the School Teachers Federation 
and the Canadian Construction Company. They have been asked to come, and 
they are to let us know. We have told them that they will take second pla 


to the Ontario brief. If that brief occupies the full day, they will come tl ( 
following day. y 
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APPENDIX A32 


A SUBMISSION TO THE SPECIAL JOINT COMMITTEE OF THE 
SENATE AND OF THE HOUSE OF COMMONS APPOINTED TO 
CONSIDER AND REPORT UPON BILL C-136 

By | 
THE CANADIAN ASSOCIATION OF SOCIAL WORKERS 
185 Somerset Street West 
Ottawa 3, Ontario 
January, 1965 


INTRODUCTION 


The Canadian Association of Social Workers is a country wide organiza- 
tion of professional social workers with a membership of approximately 3,000, 
with branches or provincial associations active in all ten provinces. Members 


occupy professional positions in a variety of agencies both government and 


voluntary. 

A primary concern of the Association is the maintenance and develop- 
ment of qualitative social welfare services to all people who experience social 
need, including income needs as well as needs related to prevention, pro- 
tection and rehabilitation. Therefore, it is interested in measures designed to 
advance the social security of Canadian citizens along lines which respect 
and preserve the dignity of individuals and groups. 

The Association welcomes the opportunity to present some observations 


_ on the far reaching provisions of the Canada Pension Plan. Since the proposed 


legislation is detailed and complex these observations will be confined to those 
areas in which we have a particular interest. 


ADVANTAGES OF THE PLAN 


The Association strongly support the major objective of improving social 
security provisions for retirement income and of extending coverage to in- 
clude disability and survivors benefits. While the legislation is no substitute 
for a comprehensive social security plan and while there appears to be serious 


“weaknesses in its basic design the Plan does represent a significant advance 
toward achieving income security for large groups of wage and salary 
earners. 


The Plan assures, with its contributory approach, both higher levels of 
retirement income and greater flexibility related to retirement age and living 


‘standards throughout the country than would be possible through sole reliance 


on existing universal pensions for the aged. The assurance of portability is 
a decided advantage over existing voluntary plans. The tying in of benefits 
to increases in the consumer price index provides some security against rising 
living costs. Attention given to achieving universal coverage reflects a desir- 
able goal although the particular methods applied may be criticized. The 
Plan provides a device whereby most wage earners will be able to assure 
greater responsibility for their future financial security. 

Over a period of years it should reduce the number of older persons 


_ between 65 and 70 who now require old age assistance. It should reduce, also, 


the number of persons over 70 who require supplementary assistance when 


the existing old age pension fails to meet minimum needs. 
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_ establishes a pattern which should reduce substantially the number of p Op 
oh who are now provided for through categorical programs under province 
‘ administration. In addition it should mean that many people who would n 
ordinarily qualify for public assistance will be assured less drastic chan. 
in their standards of living when death or disability occurs. © ‘, 
The Plan tends to create a definite shift from provincially administered 
public assistance programs to a federally administered social insurance p: 
gram. To the extent that this shift, in the long run, actually reduces provin 
and municipal financial commitments for income maintenance provision 
provides an opportunity whereby provinces can concentrate on strengthen 
important social welfare services of a non-income nature for the aged, | 
for families, children and youth. A 
é While the association is strongly critical of certain aspects of the Plan, 
as pointed out below, it considers that the new ground broken by it in at- 
temping to integrate flat rate payments and contributory benefits offers an 
approach which can be extended and improved as experience is gained. . 


a 


LIMITATIONS OF THE PLAN a 


- ss 

The limitations of the legislation, from the point of view of our Associa 
tion, relate primarily to the inadequate security provided for low income 
groups and the regressive nature of the pattern for contributions. Some of 
the limitations are, in part, an inescapable aspect of any contributory in. a 
surance approach. On a basis of contributions it is extremely difficult to assure 
a satisfactory level of income to the very sizeable number of people who are — 
in and out of employment, whose earnings are low and whose ultimate 
benefits are bound to require supplementation. Bs) 
The legislation appears to be reasonably satisfactory as a retirement 
plan for perhaps three quarters of the working population. It does little for — 
those who are on marginal or sub-standard wages or whose employment is 
irregular. Despite the steps taken in the Plan to reach these groups and 
ease them into the benefit stream the end result is totally inadequate. As so 
frequently happens in social security legislation the poor are left in their — 
poverty and the major benefits accrue to the stronger income groups. e. 
Once we assert that a minimum level of income is essential for every in- — 
dividual and family then within any social security plan a major objective — 
should be the assurance that those least able to meet contingencies are ade- © 
quately provided for. If substantial numbers have their basic needs partially 
protected through social insurance they have to rely in the end on public 
assistance in any case, thus perpetuating an unreal distinction between those 
who are “self supporting” and those who are not. . a 
While the Association recognizes that no pattern of social security is likely 

to remove completely the above distinction it believes firmly that the proposed — 
legislation does not go far enough in this direction. Despite the steps taken to 
| build in safeguards the Plan tends towards having the lower income groups 
contribute to their own social security with inadequate benefits in the end- 
under what appears to be regressive taxation. Furthermore, it appears that in- 
sufficient attention has been given to taking full advantage of the flat rate 

_ benefit principle which has proven its worth in our existing old age pension © 

| system and integrating this principle with the contributory approach. _ Bee 
Specifically the Association is critical of the $5,000 income ceiling for con- 
tributions since it tends to transfer much of the burden of social security from 
the general tax-payer to the lower income groups. Questions can be rais af) 
also, as to whether the $600 exemption from assessments is sufficiently high for 
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i s Pe cthen the social aspects of the insurance approach, particularly the flat-rate 
| “payment of $25 per month for supplementary benefits. There does not, however, 
appear to be any clear rationale for setting different levels of flat-rate payments 
for different categories of people when their basic need for income is the same. 
a In the above our concerns is primarily directed toward the substantial 
| groups of low income people for whom the Plan makes inadequate provision 
Bend whose benefits when available will be below a minimum level. There 
appears to be a real likelihood that while the financial commitment under 
provincially administered public assistance schemes may be less, there will be 
a large number of people who will require income from two sources—con- 
tributory benefits and public assistance. This is likely to be so with respect to 
_ supplementary benefits and for those who for one reason or another are forced 
_ into early retirement. In addition the Plan provides no income security for wives 
and dependent children of bread-winners who become incapacitated. 
im Since the Plan is complicated in relationship to both contributions and 
_ benefits and involves a variety of choices the individual will find it difficult 
_ to know or to understand his rights, his opportunities and his responsibilities. 
_ The 25 per cent of people who will benefit least from the Plan and who are the 
Be rentest concern of our Association are those most likely to require help in 
- understanding the Plan as well as being in the greatest need of financial security. 
‘a The legislation makes no mandatory provision, at government expense, for in- 
_ formation, guidance and counselling and advice with respect to the Plan itself. 
Such services are deemed essential for all beneficiaries, not only for the 25 per 
cent for whom we have a special concern. 

The Plan appears to assume that all the insured are equally capable of 
handling appeals, and that their interests are protected through the proceedings 
described in Division “F”. This is a doubtful assumption. All individuals should 
_ be safeguarded against the pitfalls and dangers of bureaucracy. The more com- 
Policated the system for computing benefits, the greater the need for such safe- 
guards. Persons in the lowest income brackets include many who are least 
capable of handling their problems because of physical, mental or social 
mpese bility. 
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SUGGESTIONS FOR SAFEGUARDING THE SOCIAL PURPOSES AND 
RIGHTS OF INDIVIDUALS AND IMPROVING THE RELATIONSHIP 
BETWEEN THE PLAN AND SOCIAL SECURITY IN GENERAL 


The individual should be guaranteed availability of advice, information, 
idence and counselling, at government expense, which will ensure informa- 
tion services of high quality and which could prevent the victimizing of the 
insured by private operators who could exploit the absence of responsible 
‘information services under government auspices. Information, advice and 
_ guidance given through the Income Tax Department regional offices and Un- 
, employment Insurance and National Employment Service offices, provides some 
a indication of the importance of such services. 
rd The procedure for handling appeals should include a mandatory provision 
_ of advice, information and guidance to applicants on how to proceed with an 
F appeal, if they desire and need such service. An applicant should be permitted 
to choose a friend to represent him at the hearings, as well as appointing a mem- 
_ ber of the Review Committee. 
’ A report on the state of the Canada Pension Plan account, for the informa- 


tion of Parliament, is to be made by the Chief Actuary of the Department of 
Insurance to the Minister of Finance, at least once in every five years. It is most 


“anil 


_ Canadians, and should be submitted to the Minister of Welfare for presentation 
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the social purposes and functions of the Plan as related to the social security f 


to the House of Commons. 


The effectiveness of this Pension Plan is directly related to all other pro- 
grams of service and incorne maintenance provisions. It is essential that rehab 
litation services, personal counselling services, educational services, a housing 
program and other welfare services be considered as equally important facets 
of a total social security program in Canada. It is most desirable, therefore, 
that the entire network of social assistance and social welfare measures in 
Canada be reviewed with a view to ensuring a broad social security program 
which will meet the needs of all Canadians, regardless of financial status. _ 


January 5, 1965. 
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. Act falls short of the mark for many. At the same time, however, we look to t he 
_ Old Age Security Act as an important substructure for the Canada Pension 
Plan. It will mean for that part of the working population covered by the Can 
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SUBMISSION BY THE CANADIAN LABOUR CONGRESS TO THE SPECIAL 
JOINT COMMITTEE OF THE SENATE AND OF THE HOUSE OF ay 
COMMONS APPOINTED TO CONSIDER AND REPORT 

UPON BILL C-136 (CANADA PENSION PLAN) 


1. This submission is made to you by the Canadian Labour Congress, the 
major trade union centre in Canada. The Congress represents through its af- 4 
filiated and directly chartered organizations more than one million members of 
trade unicns in every part of Canada. One of its principal functions is to act as 
the collective expression of the views of these members on such issues as social 
legislation. Bill C-136 is a matter of such major consequence to the working 
people of Canada, to trade union members as well as non-members, that we con-_ 
sider it appropriate to appear before you today and to submit our views on this — 
proposed statute. 


2. We wish to state at the outset that we concur in general with most of the 
principles embodied in this Bill. If we understand them properly, they are the 
establishment of a wage-related system of old age security for the great majority — 
of the members of the labour force, including the self-employed; the establish- 
ment of disability benefits, survivors’ benefits and death benefits supplementary © 
to the old age security benefits; the financing of all such benefits through wage-_ 
related contriobutions on employers, employees and the self-employed; the © 
establishment of some element of funding: the financing of the aforementioned — 
benefits exclusively from the contributions made by the contributors; and © 
amendments to the Old Age Security Act to make reduced benefits available at _ 
ages between 65 and 70. There are other aspects of the Bill which deserve men- 
tion, such as the appeals procedures, which we deal with below. i 


3. We favour Bill C-136 as a generality because it will provide, for the first 
time, a system of wage-related benefits to members of the labour force on a 
virtually universal scale. We consider this to bea Significant gain for the working 
force of this country for two reasons. The first is that it will set standards of 
benefits which bear some relationship to the standard of living enjoyed by the 
beneficiary prior to retirement. (This will be so only to a limited extent in view 
of the present maximum ratio of benefit to previous earnings on which we have — 
more to say below.) The second and perhaps even more important reason is that 
a very considerable number of wage and salary-earners and self-employed, who — 
are now not covered by any private pension arrangement, will hereafter be as- 
sured of at least a modest income on retirement, such income having some rele- 
vance to what they had earned before. 4 

E 

4. We do not wish to diminish the value of the Old Age Security Act as a 
social security measure. But the flat rate benefit which is its principal charac-_ 
teristic means that the benefit itself has no specific relevance to the standa cd 
of living which the beneficiary had previously enjoyed. It has the merit of uni- 
versality but none of the value of relating the benefit either to previous living 
standards or to need. Since one of the important values of income maintena ce 
in retirement is that the recipient should be able to enjoy his leisure without 


suffering at the same time a disastrous reduction in income, the Old Age Security 
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' Pension Plan that hex wall be an Seraceatinny of two benefits, the old age 
security benefit and the Canada Pension Plan benefit. Together they will serve 
_ to offset to some extent the drop in income which inevitably occurs on retire- 

ment even when there is a private pension plan in effect, or the possible com- 
; gp plete loss of income which occurs when there is forced retirement without any 
_ private provision for old age security at all. The double benefit will be propor- 
_ tionately of greater value to those with low than with high incomes. 


" 5. Another aspect of the Canada Pension Plan which commends itself to us 
a is its complete portability. Not only have private pension plans failed to reach 
_ more than a limited part of the work force but they have failed in the case of 
_ many workers to provide what they were ostensibly designed for: a pension on 
_ retirement. Because of the restrictive features of most private pension plans, such 
as their requirements for eligibility, and more particularly their vesting provi- 
- sions, a worker may emerge from employment with one or more employers with 
pension plans without acquiring any pension entitlement whatever. Private pen- 
sion plans have thus either penalized the mobile worker by depriving him of all 
or part of the pension credits that might otherwise have been established on his 
behalf or inhibited the worker from engaging in that mobility which is an 
essential feature of a dynamic economy. In short, the limited degree of porta- 
ey in private pension plans is one of the major criticisms which have been 
directed against them. The Canada Pension Plan overcomes that problem by 
r Biowing the worker to move freely from job to job with the full knowledge that | 
regardless of the moves he makes during his working life contributions made 
ity his employer and himself to the Canada Pension Plan will ultimately result 
_ in a pension benefit (or an alternative form of benefit should he become disabled 
_or fail to survive to the normal retirement age). 


>< 
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6. There are other features in the Bill which we consider desirable. These 
include: 


(1) The automatic adjustment of the amount of contributory earnings 
to the changes in average earnings in the economy as a whole; 

(2) The benefit formula which connects wage-relatedness to the 
general level of wages at the time of retirement; 

(3) The measure to maintain to some degree the real purchasing 
power of the pension; | 

(4) The opportunity to earn some income following retirement with- 
out loss of benefit; and 

(5) The opportunity to obtain the old age security benefit at any age 
between 65 and 70, although on a permanently reduced scale. 


Sa a 


7, All these features help to make the plan attractive despite its shortcomings 
which we discuss below. Another point in favour of the plan is the bias both in 
the contribution rate and in the benefit in favour of the lower income worker; 
_ we refer to the exclusion of the first $600 of wage-income from the contribution 
: rate (which is of benefit to his employer as well). 


q 8. We are pleased also that the Canada Pension Plan will provide for dis- 

ability benefits and benefits to the widow and orphans of a contributor, benefits 
i for disabled widowers, and a death benefit. Bill C-136 thus takes under its aus- 
o" pices a large section of the population who are likely to be affected by old age, 
od disability or death of the bread winner. This is a major advance in our social 
4 security structure and is to be welcomed as such. 


; 9. We would not wish you to conclude, however, that we consider Bill 
C- 136 in its present form as an ideal representation of social legislation deal- 
g with old age, disability and survivors’ benefits. In our opinion, it contains 
the following short-comings: 
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(1) The ratio of benefit to earnings, that vi is, the ee of wages 
relatedness in the old age benefit, is too limited; s 


(2) The plan provides for funding on a ‘substantial scale; 


(3) The fund is derived in large part from those least able to con-— 
tribute to it; a 


(4) The plan is by its nature regressive in that the principle of — 
transfer payments which is inherent in social security measures is un-— 
duly restricted and favours those with the greatest ability to contribute; — 


Fey cine supplementary benefits are low absolutely and by compar- — 
ison to similar benefits now available under social assistance programs 


10. Bill C-136 proposes a benefit, at the end of the transitional period, of q 
25 per cent of earnings. At present this 25 per cent is based on a ceiling of — 
$5,000 but this dollar ceiling is subject to adjustment as the level of average q 
earnings changes. We will confine ourselves therefore to the percentage ratio j 
rather than to the dollar maximum. 


11. One of the major concerns of any worker anticipating retirement is @ 
necessarily how much income he can expect to enjoy upon retirement. Assum- B 
ing that there will be some income, such as a private pension plan, the next q 
question is whether the income will be adequate to maintain a reasonably — 
comfortable life or will entail a sharp departure from former living habits. lta 
is worth noting that the Parliament of Canada makes possible a superannuation — 
benefit of as high as 70 per cent of earnings based on the average of the six g 
best consecutive years prior to retirement to its civil servants. In private pen-— oe 
sion plans, particularly those which are known as the unit benefit type, it ism 
possible to achieve a benefit equivalent to 60 per cent of earnings after 40 © 
years with a unit of 14 per cent of earnings. The Unemployment insurance 
Act now undertakes to provide for the unemployed claimant with a dependent 
a benefit of about 50 per cent of previous earnings and the Committee of En- Fi 
quiry into the Unemployment Insurance Act (Gill Committee) has reeommended 
that this be raised to 60 per cent. The Workmen’s Compensation Acts in the 2 
various provinces provide for a ratio of 75 per cent of earnings (subject to 
predetermined dollar ceilings). It is evident from these examples that various © 
income maintenance programs provide considerably more than what is con-_ 4 
templated under the Canada Pension Plan. It might be worth while also to 
_ examine ratios of benefits to earnings in other industrialized countries which — 
have introduced similar legislation and for this purpose we have includes er 
Appendix “A” in this submission. m4 


- 


12. It may be seen from Appendix “A” that the ratio of benefit to earnings — i if 

in a number of countries with economies similar to ours is very much higher ~ a 
than is provided in Bill C-136. It is obviously a matter of public policy in these _ 
countries that the worker on retirement should be assured of a level of benefit — 
which by itself should provide at least a modicum of security in old age. This © 
cannot be said about the proposed ratio of benefits in the Bill under consider-. a 
ation. Setting aside the transitional period, the full 25 per cent rate will mean 
a sharp drop in income for most workers who at age 65 or subsequently are 
Aas to withdraw from the labour market and must look to the Canada Pen- ; 
sion Plan and to the old age security benefit for their retirement income. 


13. Even when taken together, the retirement benefit under the Canada | 
Pension Plan and the old age security benefit do not make a substantial ratio . 
of benefit to previous earnings except at the lower levels of the income scale. 
As the following table illustrates, the ratio drops as earnings rise. We have» 
assumed that the typical pensioner will choose to draw his old age security 
benefit at age 65, along with his retirement benefit. 
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Retire- Old Age Ratio of Benefits 

Monthly ment Security Benefit to Earnings as Percentage 
Earnings lJEenefits Single Married Single | Married 

$100 a AS $51 $102 76 % TZ 

200 50 51 102 50.5 76 

300 {i ba 102 42, 59 

400 100 51 102 Mew als 50.5 

500 | 104.17 51 102 31 41.2 


14. We submit that the target of wage-relatedness should be very much 
more than 25 per cent and that the ratios established by other countries support 
this viewpoint. If asked to suggest a figure we would reply that a beneficiary 


- and dependent spouse should, on retirement, be assured of an income under 


the Canada Pension Plan of not less than 75 per cent of his previous income, 
when the old age security benefit is taken into account as well. We would be 
prepared to support, as an alternative, a formula under which the amount of 
benefit and hence the ratio would be variable inversely with previous income, 
so that low wage earners would retire with a rather higher and high wage 
earners with a rather lower ratio of benefit to earnings. This principle is al- 
ready well established under the Unemployment Insurance Act. Assuming 
such levels of benefit, the supplementary benefits would presumably fall into 
place at correspondingly higher levels than now being proposed. 


15. You will undoubtedly suggest to us that we have over-simplified the 
situation and that a good many workers will enjoy the benefit of income derived 
from private pension plans. Our reply to this is two-fold. In the first instance, 
there are various categories of workers whose chances of becoming members 
of pension plans or of accruing benefits under plans even while covered are 
very limited. These include: workers employed by marginal employers; work- 
ers employed by small employers; seasonal workers; workers with a high rate 
of mobility. In addition, there are those workers who, although regularly main- 
taining their employee status with the same employer and covered by a pension 
plan, may be laid off sufficiently often during the course of their working 
life to emerge at retirement with a relatively limited accumulation of pension 
credits. In 1960, 50 per cent of those in the labour force with employee status 
were employed by employers who had one or more pension plans in effect 
(“Pension Plans, Non Financial Statistics, 1960’; Dominion Bureau of Statistics, 
November, 1962). Even allowing for the fact that there has been some increase 
in this figure in the last four years, it is clear that a very considerable propor- 
tion of the employed working population is still without coverage and it is 
worth remembering that even in those establishments where there are pension 
plans in effect, some employees will not be covered for a variety of reasons. 


16. Our second position in connection with private pension plans is that, 
while recognizing their value towards income maintenance in old age, we 
believe that they should supplement a public program rather than let the public 
program supplement the private one. We take this position for the reasons that 
we have set out above, namely, that private pension plans are deficient in 
their ability to effect universal coverage, to provide portability and even to 
assure the payment of a benefit at the end of a working life. As long as the 
public program is the main program and provides a reasonable assurance of 
security in old age, the private pension plan can and should properly play the 
secondary role of rounding out the provisions for old age security. 


17. It is already becoming clear, and it was anticipated in the White Paper, 
that private pension plans would be integrated with the Canada Pension Plan. 
We use the word “integration” with some hesitation in view of its lack of 
precision within the context of this discussion. The ordinary dictionary meaning 
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of to integrate is to make whole or complete by adding or bringing togethe 
parts or to put or bring parts together into a whole or to unify. But an exami I- 
tion of the current discussions on integration indicates that what is actually 
meant is some arrangement whereby the benefits under private pension plans 
are to be reduced, at least in terms of future service benefits, to the extent t rat 
the Canada Pension Plan will produce benefits. Accordingly, to the extent that 
employers are successful in effecting such a change in their pension plans, 
integration will actually amount to offsetting, that is, the future service benefits 
in the private pension plan will be reduced in whole or in part by the amount 
of benefit that will be available to the participating employee under the Canada 
Pension Plan. For workers in such circumstances, the Canada Pension Plan 
does not promise any improvement in old age security, except to the extent 
that the public plan is wholly portable and fully vested. The presumption, 
therefore, that the 25 per cent public plan will enhance any private plan may 
turn out to be somewhat illusory. In any event, in a rapidly changing economy, 
where technological innovation and automation render almost any job tenure 
questionable, it may be well to re-examine whether or not private pension plans | 
in their present form are a barrier to rather than a means of making possible 
a flexible labour force. We are not suggesting that labour mobility is entirely | 
related to whether or not there is a pension plan in effect; we recognize that — 
there are a good many factors involved. But to the extent that it is desirable ~ 
or that it becomes necessary for workers to change their jobs perhaps two or 
three times or even more during their working life, the advantage of a public | 
plan with a relatively high ratio of benefit to earnings, with the attendant 
advantages of portability and vesting, become obvious when compared to a_ 
rather limited public plan with an undue emphasis on private pension plans 
with all their well known deficiencies. ~ Oe 
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18. In establishing the 25 per cent ratio of benefit, no consideration was 
given apparently to the fact that what was a low rate of pay in the first instance © 
will produce a benefit that is inadequate as a consequence. We have merely 
to examine the rates of benefits used for purposes of illustration in the White - 
Paper. Thus, when the plan is mature, average monthly earnings of $100 will 
produce a monthly benefit of $25; $200 wil produce a benefit of $50; and sof 
on. Even allowing for the old age security benefit as we have done above (which fs 
would be sharply reduced if taken as early as age 65), the total income fora 
those relying exclusively on it will still be low by commonly accepted standards. 


\ vad 
19. We believe it is fair to state that in Canada the preoccupation of gov- 
ernments in the case of social legislation has been to provide subsistence but — 
not much more. Insufficient account has been taken, in our opinion, of the — 
need to relate social benefits to the expectations of the society as a whole as : 
to what are appropriate living standards and of the view that such standards 
should be a reflection of the capacity of the society to produce wealth. It has 
been well stated that “the level below which the individual is not permitted | 
to fall must be defined in terms of the wealth and standards of the community — 
of which he is a member” (“The Meaning of Social Security” by Professor L. 
Scott Gordon, The Business Quarterly, Winter, 1954 issue; published by Uni-_ 
_versity of Western Ontario). Accordingly, even if we were to agree (which we 
do not) that the 25 per cent ratio was generally adequate, we would still arg eq 
that it is not likely to be adequate in all cases. We would therefore submit — 
that in a scheme of this sort consideration should be given to the social policy — 
that the income of no one should be permitted to fall below a certain minimum, 
a minimum which we will for purposes of convenience merely describe as one 
which provides a health and decency standard of living. It is only wh 1 
everyone is assured of such a minimum income and when the minimum is not 
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- sense of security from an economic standpoint. Such security is not only 
desirable but necessary. ‘‘Both security and change are necessary in our modern 
A world, and to find the right balance is a continuous problem of adjustment (and 
_ also, rightly, a continuous matter of political dispute). The demand for security 
- arises from simple and basic human needs. Even if it be granted that men 
require variety and change in their lives, there are limits beyond which the 
uncertainties of excessive change lead to breakdown. Only from within a 
_ certain stability is change possible” (‘‘God and the Rich Society” by D. L. 

_ Munby, Fellow of Nuffield College, Oxford; Oxford University.Press, 1961). We 
i are not concerned here with the techniques whereby such a minimum may 
_ be written into this legislation. We merely submit to you the concept as a 
- necessary principle in the evolution of the social security system in our 

- country. 
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20. Not only is the rate of benefit inadequate but it is clear that the cost of 
_ providing the benefit is excessive by virtue of the fact that the 1.8 per cent each 
_ on employers and employees and the 3.6 per cent on the self-employed will over 
_ aperiod of ten years produce a fund of about $4 billion according to the White 
_ Paper and from $6 billion to $8 billion at the end of 20 years according to the 
_ testimony before you of the Minister of National Health and Welfare (Minutes 
_ of Proceedings and Evidence, No. 1, p. 43). We understand that in the field of 
_ social insurance there are different approaches to the question of full funding, 
_ partial funding or operating on a pay-as-you-go basis. Attitudes vary with 
; the type of social insurance program that is contemplated. Under unemployment 
‘q insurance legislation, for example, the existence of funds is a commonplace. 
In workmen’s compensation, funds are to be fund under the Workmen’s Com- 
Be eensation Acts of all the Canadian provinces. The situation, however, is different 
in the case of social insurance dealing with old age security. There a funded 
"plan is the exception rather than the rule, and, as the Minister of National 
Health and Welfare herself said to you, Bredin is the only country which has 
developed a fully funded plan. In the United States, the comparable legislation, 
_ the Old Age, Survivors and Disability Insurance Act, is partially funded although 
it was conceived of as operating on a pay-as-you-go basis. 


pares = oe io anes 


21. We submit that from the technical point of view there is no merit in 
aving a funded Canada Pension Plan. While there presumably should be 
Bectincency reserves at any given time to take care of unforeseeable demands 
-for benefit payments, this is not to be equated with funding in the technical 
sense of that term. The Canada Pension Plan, like other legislation of its kind, 
is what might be described as an open-end scheme, that is, it is not conceived 
as having a terminal point; there would presumably always be beneficiaries 
and contributors and the Parliament of Canada would always be able to 
exercise its fiscal powers to effect necessary adjustments to meet the needs of 
‘ the program. But it is not our purpose to press this point since the fund 
‘ involved here is not one which will come into being because of a decision that 

the Canada Pension Plan should be a funded plan but because of an arrange- 
4 ment arrived at between the Government of Canada and the Governments of 
Fe the various provinces. It is therefore a fund to meet other than actuarial 
_ specifications. 
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hil 22. As we understand the situation, the fund which will accumulate over 
_ the next ten years will be made available to the participating provinces ac- 
- cording to a formula set out in the Bill. The provinces will presumably use 
_ the monies so made available for socially desirable purposes. At any rate we 
- would hope that this was in their minds when they agreed to participate in the 
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Canada Pension Plan and to accept the principle of having a fund of the 
dimensions indicated above. But we have some reservations in this con- 
nection. : 


23. The Canadian Labour Congress has for the past few years advocated 
an expansion of the public sector of our economy for two principal reasons. — 
The first was to achieve a more dynamic economy generally and to bring — 
about a situation of full employment or as close to full employment as was 
possible. The second was to provide the community with those facilities and — 
services which can best be provided through government action and which are q 
still lacking in whole or in part. We have in mind such matters as an expansion © 
of health facilities and personnel, improved educational opportunities and : 
facilities, extended social benefits, resource conservation programs, and so on. ~ 
To the extent that the $4 billion fund is likely to be used by the provinces for ‘ 
these types of activities, it is to be welcomed. These are necessary programs ~ 
and money should be found for them regardless of whether or not there is qa gy 
Canada Pension Plan. The main issue here, however, is the equity of the — 
burden in producing such a fund. We are not convinced that the mechanism of | 
the Canada Pension Plan in its present form is the way to obtain funds for — 
these public purposes. With contributions being required from employees — 
earning as little as $600 a year, it must be obvious that those who are being — 
required to establish the fund are among those in our society least able to do 
so. Since contributions cease at the $5,000 ceiling (or this ceiling as periodically — 
adjusted), contributions are not being required beyond a limited extent of those — 
who would be in the best position to contribute towards the establishment of 
the fund in question. We regard the establishment of this fund, therefore, as ay 
one which imposes unnecessary and unjustifiable economic sacrifices on that a 
part of the population which normally looks to the taxation system for relief 
rather than additional burdens. If the Canada Pension Plan had not been 
loaded with the cost of establishing this fund, then it seems reasonable to 
assume that the contribution rate could have been set at a figure lower than e 
1.8 per cent for employers and employees or 3.6 per cent for the self-employed. 


24. We wish to make it clear, if we have not already done so, that we are 
not in favour of funding an old age security system such as the present one. 
We recognize the need for some element of funding whether for contingencies — 
or in order to provide a level rate of contributions for a reasonably long ie 
period of time. But we do not consider it necessary for a public system of any 
insurance to possess the same degree of actuarial soundness and solvency 
that is appropriate for private insurance schemes. We submit, as we have on 
other occasions, that social insurance is not to be equated with commercial ~ 
insurance and need not be subjected to the same rigorous conditions of funding 
and solvency because it is not a commercial enterprise and not subject to ; 

a 


the ordinary rules of insurance. Where commercial insurance follows the 
ordinary criteria of the market place, a social insurance program will normally 
include social policies which would be unsound in a commercial scheme. A 
public program can, for example, deliberately include bad risks or provide _ , 
for internal cross-subsidy or public subsidy where a private scheme must of qn 
necessity avoid if at all possible the inclusion of bad risks or adverse selection — 

if it hopes to survive. A private scheme requires a fund in order to guarantee a 
its obligations since no private organization can be absolutely certain of its e 

own continued existence. A public plan, as already indicated, may look to ‘‘ 
public funds if and when needed. For these and other reasons, it is not neces- — 
Sary to examine social insurance programs in the light of the standards required bi 
in the private insurance industry. It follows that a fund should not have been > 

necessary and it is our view that the government is in effect in agreement 
with our position since the fund is not being established for the conventional 
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f reasons which we have described but because of a political arrangement to 


make the Canada Pension Plan itself a viable undertaking. 


25. But having said ali this, we wish to rebut the notion that this fund will 


have an adverse effect on private capital formation, as has been suggested in 
some quarters. You have merely to examine the table on page 151 of the 


Minutes of Proceedings and Evidence of this Committee with regard to Gross 
National Product. Assuming a fund of $4 billion in the first ten years of the 
Canada Pension Plan, this would mean accumulation on the average of $400 
million a year. This would represent only 5.3 per cent of the gross private in- 
vestment at its 1963 level of $7.5 billion. The Department of Finance has 
projected a G.N.P. for 1975 of $88 billion. If this figure is correct, and if 
gross private investment is maintained even at about 18 per cent of G.N.P. 
(which has been the rate for the past several years) it would amount to about 
$16 billion in 1975. Therefore, by 1975 the yearly average growth in the 
Canada Pension Plan fund of $400 million would be only 2.5 per cent of gross 
private investment. (Source: D.B.S. “National Accounts, Income and Expend- 
iture”; and “Economic Implication of the Canada Pension Plan”, by Depart- 
ment of Finance.) Moreover, far from hindering private capital formation, 
large-scale public investment, by providing employment and income, can 
stimulate investment in the private sector of the economy. If we seem to have 
digressed, it is because we wished to make it clear that it was not public 
investment to which we objected. It was to the way in which the projected 
fund is being obtained. 


26. Quite apart from the whole question of establishing a fund and the 
inequities which it will create, is the inherently regressive nature of the type 
of program which imposes a so-called proportional tax and which in addition 
applies a ceiling on the amount of income that is to be taxed. In this instance, 


- this is tempered somewhat by the fact that the first $600 of income is not taxed 


and this affords rather more relief to the low income wage earner than would 
otherwise be the case. But the fact remains that as income rises above the 
$5,000 mark, the proportion of income actually contributed is reduced. For 
purposes of illustration we have constructed the table which follows: 


Contributions 

Total Annual Contributory Annual as % of Total 
Earnings Income Contributions Earnings 

$ 1,000 $ 400 $ 7.20 72% 
2,000 1,400 25.20 1.26 
3,000 2,400 43.20 1.44 
4,000 3,400 61.20 Ss: 
5,000 4,400 79.20 1.58 
6,000 4,400 a 1920, bea 
7,000 4,400 79.20 a Os) 
8,000 4,400 79.20 0.99 
9,000 4,400 79.20 0.88 
10,000 4,400 79.20 0.79 


27. It may be seen from the foregoing table that for the employee at the 
bottom of the wage scale the contribution as a percentage of total earnings 
is relatively small, equivalent to one half of what is required at the $3,000 
level. The maximum contribution in terms of percentage of earnings is made 
at $5,000; thereafter the proportion of contributions to earnings diminishes. 
We find consequently that as total earnings go above the present $5,000 ceiling, 
the employee receives, other things being equal, the same maximum benefit 
in return for a steadily decreasing proportion of his total earnings. This brings 
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_ Case of the Canada Pension Plan, the situation is by and large the reverse. Ad - 
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to mind the Biblical adage that: “unto every one that hath shall be given. . a 
except that in this present context it is not a matter of commendation. Under 
a system of progressive taxation, such as the income tax is supposed to be, 
impact of taxation is presumably more strongly felt as income rises. In 


mittedly this is offset by the fact that the old age security benefit will constitute. 
a larger proportion of previous income for the low income earner than for the 
higher one and the benefit under the Canada Pension Plan flattens out at the. 
$5,000 level but the regressive aspect of the plan is preserved nonetheless. 


as 

28. There is the tendency for such plans to be regressive in other ways as 
well. To the extent that the Canada Pension Plan represents a transfer pay-_ 
ment, the transfer is being effected not from the relatively well-to-do to the. 
relatively poor but from people with relatively modest incomes to those with 
relatively low incomes. In plain terms, the better paid worker is being asked — 
to look after his less well paid brother. This has been brought out by Dr. 4 
Margaret S. Gordon (“The Economics of Welfare Policies” by Margaret Soa 
Gordon, Associate Director of the Institute of Industrial Relations, University — 
of California, Berkeley; Columbia University Press, 1963). She states: “It is i 
sometimes contended that public welfare programs achieve only horizontal, — 
rather than vertical, income redistribution, since they are (after account is taken 
of tax shifting) financed largely by the wage-earning class for the benefit of — 
the wage-earning class. This ignores the fact, however, that the beneficiaries ; 
tend to be at the lower end of the income scale within the wage earning ~ 
class... To the extent that vertical income redistribution occurs as a result — 
of welfare programs, it tends to be largely from average workers to families 
whose capacity to participate in the labour force is, for some reason, impaired” i 
(p. 24). Referring to various studies made she goes on to say: “It should also @ 
be noted that the marked increase in the relative importance of social insurance 
programs has tended to make for more regressive over-all financing of welfare 
programs, although this should not necessarily be interpreted as an argument — 
against the social insurance approach” (p. 26). | a 
29. In her chapter on “The Old-Age, Survivors, and Disability Insurance a 
Program” in the United States, Dr. Gordon raises the issue which to us is per- 
tinent here also, namely, the desirability of some support for the program from ~— 


general government revenues. In this respect Dr. Gordon has the following to 
say: 


ey 
4 


“The general principle that OASDI should be financed primarily 
by contributory taxes is seldom questioned, but there is a substantial _ 
body of opinion, perhaps particularly among economists, in favor of 
providing part of the support for the program through general govern-_ a 
ment revenues, rather than relying solely on contributory taxes... % 

“In favor of some degree of support for the program from general 
government revenues, the following arguments have been advanced. Ss 


“1. The contributory taxes are regressive in their impact, particularly q 
when account is taken of the shifting of the employer portion of the ~ 
tax. The extent to which the employer will be in a position to pass the 
tax along to the consumer in the form of a higher price will vary with | 
business conditions, the character of the demand for the product (whether — 
it is elastic or inelastic), and other factors, but the strength of infla-_ 
tionary forces in the last few decades has been such that most employers — 
have probably been in a position most of the time to respond to an in- 
crease in the payroll tax by raising the prices on their products. Under 
these conditions employees also pay the employer portion of the tax in — 
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| their capacity as consumers, though its incidence will be somewhat dif- 

ferent from that of the employee contribution. Greater reliance on 
general revenues of the federal government, derived primarily from the 
progressive income tax and the corporate profits tax, would result in 
distributing the OASDI tax burden more in accordance with ability to 
pay and would thus enhance the income-redistribution effects of the 


program. 
7 “2. When the employer encounters consumer resistance to price 
Ls increases, because of a recession, foreign competition, or for other reasons, 


he is likely to attempt to shift the payroll tax to his employees by re- 
sisting wage increases or by introducing labor-saving changes in produc- 
tion methods which will make possible a reduction in his work force... 


3. The contributory OASDI taxes have the disadvantage, in common 
with other types of earmarked sources of revenue, of limiting the power- 
of Congress to determine how much should be spent on OASDI in rela- 
tion to all other government programs. The amount available from the 
earmarked source at any particular time may be more or less than Con- 
gress might have appropriated for the program if the amounts had had 
i to come at least partly out of general government revenues. In other 
hs words, Congress would be more likely to vary expenditures on the 
program in the light of needs of the beneficiaries and the impact of the 
program on the economy if a portion of the funds were appropriated 
from general revenues as is done in many European countries. 


hia “4, It is Inconsistent with the general purpose of contributory taxes 
a to force workers who will be covered by the program over a long period 
iY of years to pay taxes which reflect the full costs of unearned benefits 
i 


Kt, of persons who have retired or will retire on the basis of minimal periods 

Be of coverage. 

Sian To sum up the situation, the generally favorable experience with 
earnings-related contributory taxes in the last few decades has played 
a significant role in inducing a shift of sentiment, both on the part of 
economists and other groups, away from former antipathy based on their 
regressive character. Nevertheless, the likelihood that a combination of 

' payroll taxes plus employer contributions to private employee benefit 
plans is having adverse effects on employment, at least in the short run, 
is a problem of growing concern, and there are strong arguments for 
some type of contribution to OASDI from general government revenues, 
as is the common practice in the financing of social insurance schemes 
in western Europe. 


4 - 30. We agree with Dr. Gordon that the arguments she has produced do 
not necessarily represent an argument against the social insurance approach. 
But they do indicate that social insurance, however desirable, has features which 
are less than equitable and ought to be remedied. We are in agreement with 
her view that there ought to be an element of public contribution to supplement 
_ the contributions made by employers, employees and the self-employed. There 
is already a strong precedent for this in the Unemployment Insurance Act 
under which the unemployment insurance fund receives from the general 
revenues of Canada 20 cents for every dollar jointly contributed by employers 
. insured employees. (The government in addition pays the full cost of 
— the Act.) 


ry 31. To the extent that our general system of taxation is progressive, the 
ts -financing of the benefits from general revenues would mitigate the 
regressive aspects of the proposed Canada Pension Plan, which we have touched 
_—-21761—63 
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on above. It would furthermore be easier to justify the $4 billion fund on the 
grounds that at least some of the money going into the fund would be derives 
from taxes on those in a better position to make contributions than the low- 
income wage-earners and self-employed who are now being called upon to 
contribute. It is to be noted that the following countries with old age security 
social insurance schemes provide government contributions: Austria, Belgium, 
Brazil, Chile, Colombia, West Germany, Greece, Israel, Italy, Japan, Luxem- 
bourg, Mexico, Netherlands, Switzerland and the United Kingdom (Source: 
“Social Security Programs Throughout the World, 1964”, published by U.S. 
Department of Health, Education and Welfare, Washington, D.C.). In the light 
of this evidence, we submit that it would be appropriate for the proposed 
financial basis of the Canada Pension Plan to be modified by the inclusion of 
funds drawn from the general revenues of Canada. This would result in a more 
equitable form of transfer payment and help to place the burden more properly 
where it belongs. ! 


32. In enumerating our principal points of criticism of Bill C-136, we stated 
that the supplementary benefits were too low. We do not think that this re- 
quires elaboration since, if we are correct in our criticism that the basic benefit 
itself is low, it follows that the supplementary benefits are low as well. A 
higher ratio of benefit to earnings, therefore, will produce consequentially — 
higher supplementary benefits as well. But there is another aspect of this 
matter which deserves your attention. At the present time, all the benefits — 
which are to be made available under the Canada Pension Plan (with the — 
exception of the death benefit) are to be found to one extent or another under \ 
the various existing social assistance programs. Once the supplementary benefits — 
become available there will be a tendency for a shift of claimants from social + 
assistance to the Canada Pension Plan, at least to the extent to which the 
Canada Pension Plan will provide the benefits. There will be a tendency on — 
the part of the provinces to divest themselves of the responsibility for providing — 
social assistance at least to the degree which the Canada Pension Plan provides — 
benefits. It may well be that social assistance claimants will be required to 
make application for the benefits available under the Canada Pension Plan — 
even though their social assistance benefits will be higher, and the socially 
assistance benefit will then be reduced to the difference between the Canada — 
Pension Plan benefit and the previous social assistance benefit. In some cases ie 
presumably, there will be a complete transfer from social assistance to Canada — 
Pension Plan benefit. We consider that this whole area is one which is too — 
important to ignore and requires careful examination as to its consequences. © 
We suggest that there should be a Dominion-Provincial conference in this con- _ 
nection to explore the relationship between the Canada Pension Plan and the © 
various social assistance programs and to see also whether and to what extent — 
the ancillary services provided under a social assistance program, such as — 
counselling and rehabilitation, will be affected. In our view, this particular — 
consequence of the introduction of the Canada Pension Plan points up one Of 
the disadvantages of the piece-meal development of social security and the lack — 


of integration of existing programs. 


33. There are at least two other features of Bill C-136 which we feel ica 
serve comment. One of these is its basic approach of the whole question of — 
old age security. Our examination of the Bill leads us to the conclusion that it 
assumes a long-term attachment to the labour market, hence the long period 
of contributions and entitlement to benefit obtained accordingly. This is un- 


man who enters the labour market at, say, 18 will remain in the labour market 
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Bent. age. Our long standing! tradition of the male SOBRE OLR of the Scie 
‘supports this assumption. There are also a good many women who, having 
entered the labour force at an early age, stay in it until retirement. But there 
is a problem here which needs to be considered. We refer to those categories 
of employees who under their pension plans are able to or must retire at a 
normal retirement age which is typically 60 rather than 65. These include 
professional fire fighters, school teachers, civil servants, and women employees 
| in private pension plans which provide a normal retirement age of 60 for women 
i as against 65 for men. 


a ae SS —— 
a < . 


34. Taking into account those who are likely to retire Me age 60, we find 
| that there is a gap in the Bill. It takes no account of this situation and makes no 
_ provision for what would be early retirement by its standards. Accordingly, if 
_ we understand the provisions of the Bill correctly, a professional fire fighter, 
for example, who retires at age 60 and obtains no further employment would 
be able to draw his benefit under the Canada Pension Plan at age 65 with the 
years from age 60 to 65 being treated as zero years for purposes of benefit 
calculation. The same would presumably be true of the other groups that we 
have referred to. It is instructive to note the substantial proportions of the 
employees who retired at an age below 65 in plans surveyed by the Dominion 
Bureau of Statistics. For the year ending October 31, 1960 the Bureau found 
that in the plans surveyed 16,349 male employees had retired during that 
particular year and of these 5,753 or 35.2 per cent had retired at ages 64 and 
under. During the same year the number of female employees retiring was 
2,767 and of these 1,842 or 66.6 per cent retired at ages under 65 (‘‘Pension 
Plans, Non-Financial Statistics, 1960’? published by Dominion Bureau of 
Statistics, 1962). Bill C-136 may therefore be deficient to the extent that it 
fails to take into account the likelihood that a considerable number of con- 
tributors under the Canada Pension Plan will be withdrawing from the labour 
market at an age earlier than 65 because of retirement policies in effect in 
their places of employment. Once again we mention the professional fire fighters 
as an illustration because to our knowledge his is one occupation where the 
hazardous and arduous nature of the work has encouraged retirement at ages 
below those encountered in private industry. It seems incongruous that such 
an employee rendering an important public service should be penalized in the 
fashion we have just described. 


35. The lengthening of the educational process and the consequent delay 
in entering the labour force also raise the question as to the appropriateness 
of using age 18 as the age of entry into the Canada Pension Plan. This is already 
an obvious problem in the case of those young people who complete secondary 
schooling and then go on to university. Their age of entry into the labour 
force may be 22 or 23 or even later. But even in the case of those who enter 
the labour force at the ages of 18 or 19, consideration may have to be given 
to the fact that they may at some time in their working lives, perhaps more 
than once, find it necessary to withdraw from active employment in order to 
train or retrain for new types of jobs. A rapidly changing technology may 
make this an absolute necessity for those who wish to keep themselves qualified 
for active employment. If this is to be the case, it may be that the Canada 
Pension Plan will contain a built-in inequity against those who find themselves 
in the situation just described. 


36. In outlining those aspects of the Canada Pension Plan which we con- 
sidered to be favourable, we included the fact that the Bill provides for an 
escalator clause to preserve the purchasing power of the pension itself. As we 
understand the Bill, escalation will not occur in any year in which there is an 
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bower still in the labour force. There is considerable merit 
but on balance the government favoured the objective of 
chasing power.” We agree with the Minister as to the meri 


referred to and we urge, that your Committee also give it 
‘which it deserves. It is our vi 


ing as measured through a price index means almost 
inevitably that over a period of time the relative position of the pensioner 
decreases by comparison with that of the workin 


ipping further 
pend on wage ~ 


and further behind those of the rest of the population who de 
income for a living. (We are assuming that economic activity will be accom= — 
panied by higher wages and salaries as well as higher profits.) g 
relationship of pension payments to changes in 
productivity brings us to the proposed changes in the Old Age Security Acts) 

ignificant changes. One of these makes it possible for the old 
age security benefit to be obtained at any age between 65 and 70 but at ay 
reduced rate. The other provides for escalation in the pension itself on the © 
basis of the same formula as in the case of the Canada Pension Plan benefit. 


39. The Canadian Labour Congress has consistently taken the position - 
that the old age security benefit should have been payable at age 65 without.a _ 
means test instead of at 70. We are still of that opinion. The proposed amend- 


a 
for and receive 
. There will be, in other words, integration 


da Pension Plan 
will not pay its full benefit until 1976 where the old age security benefit will 


be available at a reduced rate for those aged 69 in 1966 and becom 


jection to it except 
to point out that if the maximum benefit itself is relatively small the benefits 
available during the transitional period are even smaller. It would have made 
sense, therefore, in terms of social justice for Bill C-136 to have made the 


a oa give the Baer contributor the worst of both Baise: It is not persuasive to 
tell a pensioner that the $5.00 a month he may get from the Canada Pension 
oe Plan represents a good bargain considering his contributions in view of the 
__ insignificance of the $5.00 itself as income maintenance; and to require or to 
_ encourage him to take a reduced old age security benefit at the same time is 
merely to compound the inadequacy of both programs. The adequacy of $75 
a month is itself open to question and we believe that the $75 a month should 
at the very least have been retained right up to 1976 for those who will 
i become beneficiaries under the Canada Pension Plan during the transitional 

period and retained in any event for those who will never participate in the 

Canada Pension Plan at all. For the latter group, a figure substantially higher 
_ than $75 a month can be justified. We are concerned lest the establishment of 

the Canada Pension Plan will cause us to overlook the needs of those who will 
_ never participate in that Plan. 
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40. We are not opposed to the escalator provision governing the old age 
security benefit. We would merely remind you here of the argument made above 
_ with respect to the restrictions in the formula itself whereby there may not be 
sufficient protection against changes in the costs of living. But there is more 

to it than that. We are apprehensive, to say the least, that the escalator clause 
_ may lead to the illusion that old age security beneficiaries are being well looked 
_ after and nothing more needs to be done. Hitherto, the old age security benefit 
_ has been changed from time to time by Act of Parliament. To freeze the 
_ benefit at $75 a month, merely because that amount is protected against 
_ erosions through price increases, would be to single out its beneficiaries for 
discriminatory action. They should be allowed to share in the growing 
productivity of the country and the flat rate benefit itself should be changed 
_ from time to time accordingly. We made this point in our Memorandum to the 
_ Government of Canada on March 14, 1962 when we stated: ‘Assuming that 
_ the present flat rate benefit system is here to stay, we believe that benefits 
should be related to changes in the price level and to improvements in general 
living standards. The relationship to price levels would afford prctection 
against erosion in purchasing power. The need to assess changes in living 
- standards would provide Parliament with procedures for orderly review.” 
We would like to see written into the amendments to the Old Age Security Act 
a provision calling for regular Parliamentary review of the level of benefit 
itself in the light of changes in the economy. We believe that this is still 
possible. It is, in our opinion, a matter of some urgency that there be some 
official statement of intent that the old age security benefit will be reviewed 
from time to time and that its beneficiaries will have their living standards 
kept in accord with rising living standards for other elements of the popula- 
_ tion. 
| 41. We have chosen to deal with Bill C-136 in broad terms of principle 
rather than in matters of technical detail. There is, however, one part of the © 
Bill with which we are concerned and which we think should be changed 
without affecting the operation of the Bill in general. We refer to Sections 83 
to 88 inclusive which deal with appeals. We are particularly concerned with 
the appeals procedure at the second stage, that is, after receipt of an unsatis- 
factory decision from the Minister of National Health and Welfare. Section 84 
provides for a Review Committee of three members, one to be appointed by 
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the applicant or beneficiary, one to be appointed on behalf of the Minister, © 
one to be appointed by the two jointly as Chairman. It seems to us that this © 
is, from the point of view of the contributor or beneficiary, an unsatisfactory 
arrangement and bound to work to his disadvantage. It would in many cases 
be difficult if not impossible for an appellant to find a representative not only — 
willing but competent to represent his interest and more particularly to find - 
one of the same level of competence as the Minister’s appointee. There is the — 
further problem of reaching agreement on a Chairman. It is conceivable that — 
the Minister’s appointee may simply be instructed never to agree on a Chairman ~ 
and leave the matter entirely in the hands of a judge as provided in Section q 
84(3). For the ordinary appellant, this may be a very difficult and discouraging ~ 
process to go through. We do not think that it should be so. We believe that — 
an appeals procedure should be simple and readily accessible. We are strongly 4 
in favour of permanent Review Committees such as have existed under the — 
Unemployment Insurance Act since its inception. We would also assume the 
right of an appellant to be represented before a Review Committee or the # 
. Pension Appeals Board although this is not spelled out in the legislation. 


42. We have gone to a considerable effort to indicate to you what we — 
consider to be deficiencies in Bill C-136. We wish to make it clear that — 
although we have been critical of certain aspects of the Bill and of principles q 
which are imbedded in legislation of the kind contemplated, we are nonetheless — 
in favour of Bill C-136 and look forward to its speedy enactment. We are 
convinced of the need for such a Bill but we would like something better — 
than what is being proposed. We assume, in the light of our experience | 
of other social legislation, that the passage of time and the accumulation of _ 
experience will lead to the kind of improvements which we consider essential p 
if the Canada Pension Plan is to play its legitimate role in our social security a 
structure. ie) 


Respectfully submitted, 


CANADIAN LABOUR CONGRESS. 
Ottawa, January 22, 1965. 


Annex A 7 
COUNTRY BENEFIT FORMULA 


Argentina 


Old-age pension: 82% of average earnings in last 12 months, but including 
only 90% of that part of computed pension between 10-20,000 pesos 
a month, 80% of 20-40,000, 60% of 40-60,000, and 30% of part over 
60,000 pesos. Minimum pension, 4,000 pesos a month. at, 

Increment of 5% of pension for each year retirement postponed, or 2.5% 
if pensionable age 50; maximum, 25%. 

Reduced pension: Full pension less 5% per year under pensionable age. 

Refund of contributions plus interest, if ineligible for pension (employee 
contributions if under 55, or all contributions if over 55.) 3 Aas 


Austria 


Old-age pension: 30% of average earnings during last 5 years, plus incre- 
ments per year of insurance of 0.6% of earnings (first 10 years), 
0.9% (11-20 years), 1.2% (21-30 years), and 1.5% (after 30 years). 
Paid for 14 months a year. 

Supplemental equalization payment (if pension small): Amount raising 
pension to 870 schillings a month, plus 345 sch. for wife and 100 sch. 
per child. ; 
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COUNTRY BENEFIT FORMULA 


Belgium 


Brazil 


Old-age Pension: For full pension, 60% (single person) or 75% (mar- 
ried person) of average lifetime earnings; in computing average, 
earnings for each past year revalued for changes in retail price index. 

Reduced pension (if full qualifying period not met): Percentage of full 
pension corresponding to proportion of period completed. 

Automatic adjustment of outstanding pensions to 2.5% changes in retail 
price index. i 


Old-age Pension: 70% of average earnings during last 12 months. 

Increment of 1% of earnings for each 12 months of contribution; maxi- 
mum increment, 30% of earnings. 

Long-service pension: 80% of average earnings, plus 4% of earnings per. 
year of contribution after 30 years, up to 100% of earnings. 

13 monthly pensions paid a year. 


Chile 
Old-age pension: (wage earners): 50% of average wages during last 
5 years, plus 1% of wages for each 50 weeks of contribution beyond 
500 weeks; maximum, 70% of wages. 
Increment of 10% of contributions paid for each 150 weeks of contribu- 
tion after pension awarded. 
Child’s supplement: 10% of average pension paid in preceding year, for 
each child. 
Maximum total pension: 100% of wages. 
Salaried employees: 1/35 of average salary during last 5 years, times 
years of contribution; maximum pension, 100% of salary. 
If ineligible, refund of employee-employer contributions in instalments. 
Automatic adjustment of all pensions. 
Colombia 
Old-age pension: 45% of average earnings during last 3 years, plus incre- 
ment of 1.2% of earnings for each 50 weeks of contribution after 
500 weeks. 
Dependents supplements: Wife age 60 or invalid, 24 pesos a month; each 
child, 12 pesos; maximum 72 pesos. 
Minimum and maximum pensions, 120 pesos a month, and 90% of 
earnings. 
Cuba 
Old-age pension: 50% of average earnings during last 5 years. 
Increment of 1% of earnings for each year of employment beyond 25 
years. 
Minimum and maximum pension: 38 pesos and 250 pesos a month. 
Czechoslovakia 


Old-age pension: 50% of average earnings during last 5 or 10 years, plus 
1% of earnings per year of work over 25. 

Maxirnum pension: 1,600 crowns a month, or 85% of earnings; minimum, 

400 crowns (300 crowns if reduced pension). 

Dependents’ supplements: Wife age 65 or invalid, 100 crowns a month. 

Increment of 4% of earnings per year of work during 5 years after pen- 
sionable age (if no pension drawn). 

Employees in onerous work receive 55% of earnings, plus 1.5% per year 
over 20; miners and aviators, 60% plus 2% per year. 
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COUNTRY | oer oe BENEFIT FORM 
| Finland — . | | ‘ Th ike a 


— Les 


Universal oladte pension: (34 marks a month, or 68 marks for t: 
couple. a 
Increment of 12.5% of pension for each year deferred after 65; maximu m 
62.5%. an 
Assistance pension: Up to 92 marks a month, according to means. 
Supplements to assistance: 60% for wife 65 or invalid; 30% for wife 60- 
64, 10% for each child. | 
Employer old-age pension (statutory minimum): 1/12 of 1% of earn . 
ings during last year times months of coverage (4 of service befor re 
1962 credited). r 
Maximum employer pension: 40% of earnings, or 60% minus universa 
pension if less. 
Pensions adjusted automatically for 5% price changes. 


~ 


France 


Old-age pension: 20% of average earnings in last 10 years, or 40% if unfit 
for work or in arduous work (past earnings revalued for wage 
changes). 

Increment of 4% of earnings per year pension deferred after 60 (ie. 
40% of earnings payable at 65, 60% at 70). 

Reduced pension: 1/30 of full pension eaves years of insurance. 4 

Dependents’ supplements: 50% of pension for spouse, 10% if 3 children 
reared. a 

Special supplement of 700 frances a year paid low-income French pen: 
sioners from solidarity fund. 4 

Automatic adjustment of outstanding pensions to annual changes in 
national-average wages. 4 

Assistance or special allowance for former workers available to low- 
income aged not receiving pension. . 

Germany (West) a 
Old-age pension: 1.5% of worker’s assessed wages times years of insu ; 
ance (latter include credited periods of IReRDE unemployment, 
and schooling after 15). 
Worker’s “assessed wages” computed by applying average percentage ; 
which ‘his wages were of national- -average wages throughout cover- | 
age to national-average wages in last 3 years before claim (latter 
national-average wage figure for pensions awarded in 1964, 5 60 
marks a month). . 
Germany (East) é 
Old-Age pension: 60 marks a month, plus 1% of average month ly 
earnings per year of insurance (higher rates for miners). my 
Dependents’ supplements: 10 marks a month for spouse age 60, inve id, 
or caring for child under 3 or 2 children under 8: and 35 marks 2 
month for each child under 15 (18 if student). a 
Minimum pension: 115 marks a month, or 125 marks with eligible spouse. 
Maximum pension, 80% of earnings. ' ie 


(Social assistance for needy aged not receiving pension.) 
Greece ‘ 


Old-Age pension: 28% to 98% of average earnings during last ea 
varying inversely according to wage class. e BS 
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& Greece—Cone. . | | 

. Increment of 1 to 2.5% of pension for each 300 days of contribution 
beyond 3,000 days. 

Dependents’ supplements: 50% of pension for wife (maximum, 287 


drachmas a month). 20% of pension for 1st child, 15% for 2nd, and 
10% for 3rd. 


Maximum pension: 100% of earnings. 
13-4 monthly pensions payable a year. 


ery ee “ ie a. 


Hungary 
Old-Age pension: 50% of average earnings during last 5 years, plus 
1% of pension per year of employment. 
Minimum and maximum pensions: 500 forints a month, and 70% of 
earnings. 
Wife’s supplement (if pension below 850 forints): 100 forints a month. 


Israel 
Old-Age pension: 48.35 pounds a month (consists of basic pension of 
15 pounds, plus supplement of 33.35 pounds varying automatically 
with cost-of-living index). 
Dependents’ supplements: 50% of pension for 1st dependent, 40% for 
2nd, and 36-2% for 3rd. 
; Increment of 2% of pension for each year of insurance beyond 10 
years; maximum, 50%. 
é Increment of 5% of pension for each year retirement postponed; maxi- 
mum, 25%. 
Assistance grants provided to needy aged ineligible for pension. 


Italy 

Old-Age pension: For men, annual pension equal to 72 times 45% of 
first 1,500 lire of lifetime basic contributions, plus 35% of next 
1,500 lire, plus 30% of rest. 

Women: 72 times 33% of first 1,500 lire of contributions, plus 26% of 
next 1,500 lire, plus 20% of rest. 

Increment for deferral of pension: Men, 6-40% of pension if deferred 
1-5 years; women, 3-40% if deferred 1-10 years. 

Minimum pensions: 12,000 lire a month (15,000 lire if deferred to 65); 
maximum, 80% of average earnings. 

Child’s supplement: 10% of pension for each child under 18 or invalid. 

13th monthly pension paid each December. 
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Japan 

Welfare Pension Insurance—Old-age pension: 2,000 yen a month, plus 
0.6% of lifetime average monthly earnings per year of coverage. 

Dependents’ supplements: 400 yen a month for spouse and each child 
under 18 or invalid. 

Withdrawal grant (if ineligible for pension): Lump sum, based on 
earnings and length of coverage. 

National Pension Program—Old-age pension: 75 yen a month per year 
of contribution up to 20, plus 100 yen per such year thereafter; 
minimum at age 70, 11,000 yen a month. 

Assistance pension (after income test): Up to 1,000 yen a month. 
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COUNTRY BENEFIT FORMULA ~ 


on 


Luxembourg 
Old-age pension: Basic pension of 1,690 francs a month. 


Plus, increment of 1.6% of total insured earnings (wage earners) or 4 


16% of total employee contributions (salaried employees). 


Child’s supplement: 135 francs a month (wage earners) or 370 francs — 


(salaried employees) for each child under 18. 


Minimum and maximum pensions: 3,038 francs a month, and 8 of 


average earnings. 


Special allowances paid to low-income pensioners from National Soli- — 


darity Fund to assure specified minimum total income. 
Automatic adjustment of pensions for 5% changes in cost-of-living index 


(amounts shown above based on index of 135, with January 1948 q 


as 100). 


Mexico 


Old-Age pensions: 34% of average earnings during last 250 weeks of — 


contribution, according to 12 wage classes. 

Increment of 1% of earnings per year of contribution beyond 500 weeks 
(newly-covered workers credited for increment purpose with con- 
tribution years equal to excess of their age over 30 years when 
first covered). 

Additional increment of 2% of earnings per year of work after age 65. 


Child’s supplement: 10% of pension for each child under 16 (25,8 a 


student or invalid). 
Minimum pension: 150 pesos a month; maximum, 85% of earnings. 


Poland 
Old-Age pension: 75% of average earnings during last 12 months (or 
best 2 years of last 10 years) below 1,200 zlotys a month, plus 


20% of those between 1,200-2,000 zlotys, plus 15% of those over — 


2,000 zlotys. 
Minimum and maximum pensions: 500 and 1,200 zlotys a month. 
Dependents’ supplements: Same as family allowances. 


Rumania 


Old-age pension: 60 to 90% of average earnings during last 12 months * 
(60% applicable if earnings over 1,200 lei a month, and 90% if x 


below 500 lei). Rates for difficult and dangerous work 5 or 10% 
higher. 

Increment of 1.5% of earnings per year of employment beyond qualify- 
ing period. 

Minimum and maximum pensions: 350 and 1 ,200 lei a month. 


Reduced pension: Proportionate to percentage of full qualifying period © 


completed; minimum, 250 lei a month, or 200 lei in rural areas. 
(Social assistance available if ineligible for pension.) 


Sweden 
Universal old-age pension: 4,230 crowns a year (90% of current base ~ 
amount). a 
Wife’s supplement: 50% of pension if age 67 or invalid, or after inco a 
test if 60-66. ae 

Child’s supplement: 27.8% of pension per child under 16. he 
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COUNTRY | BENEFIT FORMULA 


Me 


f _Sweden—Cone. 

Housing supplement (after income test): Up to 2, 100 crowns a year. 

Increment of 0.6% of pension per month pension deferred till age 70. 

Pensions vary with price changes. 

Supplementary old-age pension: 3% of average earnings between 4,700- 
35,000 crowns during coverage or best 15 years, times years of 
coverage (2% after 1990); maximum, 60%. 

Increment of 0.6% of pension per month pension deferred till age 70. 

Past earnings and pensions in force adjusted for price changes. 


Switzerland 
Old-age pension: 1,000 francs a year, plus 4 times first 400 francs of 
average annual contribution and 2 times next 300 francs (pre-1964 
contributions raised 4 in computation). 
Minimum and maximum pensions: 1,500 and 3,200 francs a year. 
ates Wife’s supplement: 60% of pension if age 60 or invalid, or 40% if 
45-59. 
Partial pension: Per cent of full pension equal to per cent of years age 
class could contribute since 1948 in which pensioner contributed. 
Extraordinary assistance pension payable, after means test (unless born 
before 1893), to aged citizen whose ordinary pension inadequate. 


Union of Soviet Socialist Republics 


Old-age pension: 50% of average earnings in last 12 months (or best 5 
consecutive years in last 10 years) if earnings above 100 rubles a 
month; 80-100, 55%; 60-80, 65%; 50-60, 75%; 35-50, 85%; under 
a, 100% (rates 5% higher for Hence work). 

Therement of 10% of pension for 15 years’ work for last Seas or 
for total work 10 years beyond qualifying period. 

Supplement of 10% of pension for 1 dependent, 15% for 2 or more. 

Minimum and maximum pensions: 30 and 120 rubles a month, or 100% 
of earnings. 

Pensions 15% lower in rural areas, if pensioner in agriculture. 

Reduced pension: Proportionate to years of work; minimum, 25% of 
full pension. 


United Kingdom 

Flat old-age pension: £3 7s.6d. a week. 

Dependents’ supplements: £2 1s.6d. for noninsured wife over 60; £1 
for 1st child; and 12s. for, each other child. 

Increment for deferred retirement: 1s. a week for each 12 weeks of con- 
tribution after pensionable age (1s.6d. if noninsured wife over 60). 

Graduated old-age pension: (if not contracted-out): 6d. a week for 
every £7 10s. (man) or £9 (woman) of graduated employee 
contributions paid during lifetime (payable in addition to flat pen- 
sion). 

(National assistance payable to aged persons whose resources below 
needs. ) 


United States of America 
Old-age pension: 58.85% of first $110 of average monthly earnings after 
1950 (excluding 5 lowest years), plus 21.4% of next $290. Minimum 
and maximum pension, $40 and $127 a month. 
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% EiSource: Social Security Programs Throughout the World, 1964; published by r 
ety | SOS: Department of Health, Education and Welfare. 
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; APPENDIX A35 


THE EFFECT OF DYNAMIC ECONOMIC CONDITIONS ON A 
STATIC-PROVISION NATIONAL PENSION SCHEME 


by 
ROBERT J. Myers (United States) 


Transactions, 17th International Congress of Actuaries, Vol. III, May 1964. 
The faith of an ordinary man in the stability of prices is so remarkable 
that under normal circumstances, or perhaps under circumstances that are 
not unusually abnormal, he seldom expects any change in the price level. 


He tends to view conditions in a static manner, considering the purchasing © 


power of the monetary unit as being almost immutable. The fact that this 
has not often been the case in the past generally does not perturb him in his 
future planning. Nor does he usually realise the economic relationship between 
such things as (1) interest rate, money and price level or (2) wage levels, 
price levels and productivity trends. 

When national pension schemes were first developed several decades or 
more ago they were always framed to be consistent with the current economic 
conditions. With the passage of time economic changes occurred—sometimes 
gradually and sometimes in avalanche manner. Following such changes the 
schemes were modified on an ad hoc, and generally reasonable, basis to reflect 
the new conditions existing. 

It may thus be said for many years the actuarial cost estimates for national 
pension schemes were made on the assumption of static economic conditions 
under which prices would remain constant into the future, and in wage-related 
programmes so also would wages. What has actually occurred over the years, 
however, is that economic conditions have been dynamic; both wages and 
prices have risen. Generally during the past century wages have increased 
more rapidly than prices, reflecting rising productivity. As a result, there has 
been a gain in the standard of living of the working population which, with 
their families generally represents the vast majority of the total population. 
There have been times when this trend of both wages and prices to rise did 
not prevail but these have not been frequent. 

Dynamic economic conditions for the purpose of this paper may be said 
to apply when the level of wages varies from year to year. Such fluctuations 
in wages will usually, although not necessarily always, have an effect on 
prices. In the past the general situation has usually been for wages to have 
a more upward trend in price levels. Under the latter circumstances the dif- 
ferential between the two trends represents not only the improvement in 
living standards, as the result, but also on the whole the gain in productivity, 
as the cause. Other situations are possible under dynamic economic conditions 
but that referred to is by far the most common. For example there is the 
Possibility, that some might consider to be ideal, of wages remaining constant 
and prices declining as a reflection of productivity gains. 


: This paper will discuss first the two general solutions, or approaches to 
solutions, that have been followed in connection with national pension schemes 
that have been affected, or may in the future be affected, by dynamic economic 
conditions. Then there will be shown how the Old-Age, Survivors, and Dis- 
peuity Insurance system of the United States of America has fared under one 
f these solutions. Finally the advantages and disadvantages of each solution 
will be analysed. 
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ably in this paper, and both are muchas to include “salaries” and “earned 
income” of self-employed persons. Also “workers” means any persons covered 
by the pension scheme, whether manual workers, salaried employees, inde- 
pendent or professional workers, domestic workers, or agricultural workers. 


Two solutions to problem caused to national systems by dynamic economic 
conditions 


The solution that has been most widely used in the past has been the 
ad hoc procedure of adjusting the benefit structure after significant economic 
changes have occurred. The adjustment generally conforms the structure to 
the then-existing conditions. Similarly the financing structure also needs modi- i 
fication when economic conditions are dynamic. if contributions are flat amounts - 


of wages with a maximum amount subject to contributions it will probably bal 
thought desirable to change the limit so that the ieaclee of total wa 


rates too may need revision. 

Some schemes base the pension amounts on the average earnings in the 
last few years before retirement rather than on a lifetime record of earnings, — 
or contributions. In part this procedure was followed to allow for the fact 
that often an individual’s earnings tend to rise as age, and length of ae ee 
rises, even after discounting any secular trend in the wage level that may be © 
present. Accordingly it is desired to relate the pension to the level of earnings a 
received just before retirement. But in part too this basis allows for dynamic 


oy 


economic conditions before retirement, but not thereafter. The average final 
wage basis, however, must be considered to be of a static-provision nature. 4 

The other Solution-_rore or less, a newcomer in the field—is the “mathe- 
matically elegant” basis of having Fully - automatic-adjustment provisions. One * 
way is to adjust pensions automatically at intervals to reflect changes in the 
cost of living as measured by a statistical index. This can most logically bem 
done in schemes that pay flat-rate benefits, as in Denmark and Israel for 
example, but it is also possible in wage-related systems whether or not 
pension amounts are based on final pay. Another way in wage-related system a 
is to translate all wage records, and the resulting pension amounts too, to id 
index numbers and then each year to pay benefits on the basis of the then- 
current wage level, or that of a recent period. The latter approach has beaiae 
most notably a oliowied for all practical purposes in the Federal Republic of 


t 
Germany, where parliamentary action is necessary to adjust pensions in force, : 
} 


but this has been done each year. 

The financing provisions too are automatically adjusted under the second © 
approach. This could be accomplished in flat-contribution-rate schemes by — 
varying the rate in accordance with changes in the cost of living. In systems leg 
that operate on a percentage-of-pay contribution basis this can be done by 
changing the maximum limit to the same degree as the variation in the cost 


Actual experience of United States static-provision pension system under — 
changing economic conditions fy 


States of anented (hereafter referred to as OASDI) began paying mon nly 
pensions in 1940. In the following two decades the general price level | aS 
measured by the Consumer Price Index rose by 112% (78% in the 194 
and 19% in the 1950’s). During the same period the average annual wage 
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of full time employees increased by 262% (131% in the 1940’s and 57% in 
the 1950’s). Real wages thus rose by 71% from 1940 to 1960. 
Under OASDI the basic benefit amount has always been based on a career- 
_ type average wage. The basic benefit amount may be defined as that payable 
to a worker retiring at age 65 or over, or for permanent and total disability 
at any age, without considering supplementary benefits payable to eligible 
dependants. The latter benefits, as well as survivor pensions, are determined 
from the basic benefit amount. A worker retiring between ages 62 and 65, 
not for disability, receives as a pension the basic benefit amount multiplied by 
an actuarial-reduction factor (80% for retirement at exact age'62, and propor- 
tionately higher for older ages). 

Until the 1950 legislation the average wage was based on the entire 
period beginning with 1937, when contributions were first collected, or age 
22 if later. Now the average wage in the vast majority of the cases is based on 
the entire period beginning with 1951, or age 22 if later, except that the 5 
years in the period with the lowest earnings are eliminated from the computa- 
tion. This basis eliminates the lower earnings that generally prevailed before 
and shortly after World War II and thus represents one type of ad hoc adjust- 
ment for changing economic conditions. The changes made in 1950 and later 
to have a “new start” in computing the average wage were in effect ad hoc 
adjustments to economic conditions, but they were made primarily, or at least 
ostensibly, to give reasonable treatment to occupational groups newly covered. 

Another factor that affects basic benefit amounts is the maximum on the 
amount of annual earnings that is creditable toward benefits and also subject 
to contributions. From 1937 to 1950, this base was $3,000; for 1951-54, $3,600; 
for 1955-58, $4,200: and since 1958, $4,800. The extent to which this limit has 
kept pace by ad hoc adjustments with changing economic conditions is indicated 
in Table I. In the early days of the programme over 90% of total earnings in 
covered employment was taxable. 


TABLE [ 


Proportions of total earnings in employments covered by OASDI system that 
were subject to contributions, in selected calendar years 


Proportion of total earnings 
subject to contributions 


Calendar Earnings Em- Self- Total 
year base ployees’ employed covered. 
%o % % 
1937 $3,000 90.4 i 90.4? 
1940 3,000 92.4 i 92.4 
1945 3,000 88.0 Y 88.0 
1950 3,000 79.7 . 79.7 
1951 3,600 84.5 57.4 OLD 
1954 3,600 79.7 59.6 flint 
1955 4,200 83.5 64.3 81.1 
1958 . 4,200 80.1 61.5 77.8 
1959 4,800 82.0 62.4 79.7 
1961° 4,800 78.6 63.3 76.9 


a Including both manual workers and salaried employees. 
b Self-employed were not covered until 1951. 
c Preliminary estimate. 


d This figure is artificially low because persons aged 65 and over were not covered in 1937- 
38, so that all earnings of such persons were not subject to contributions. If this had not been 


the case, the proportion would have been about 92%. 
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By 1950 this proportion fell off to 80% as wages rose during the 1940’s. Con- 
‘sidering only the more or less homogeneous employees group the proporti on 
_ Was increased to about 84% by the first ad hoc rise in the limit. Subsequent 
decreases in the proportion, due to rising earnings, were offset by further in- 
creases in the limit so that in 1959, the first year of the $4,800 limit, the propor- 
tion was 82%. By 1961 it had again declined and was 79%. 4 
The opposing effects of changing economic conditions and the creditable- 
earnings base can also be studied by considering workers whose earnings in 
a year equalled or exceeded such limit. For employees this proportion was 
only 3% in 1937-39, but it rose to 29% by 1950, and during the subsequent 
years was generally between 25% and 30% as the periodic increases in the base 
offset the rising earnings level. For full-time male workers the corresponding ; 
proportions were 6% in 1937-39, 57% in 1950, and 50-55% subsequently. 4 
The ad hoe adjustments in the creditable-earnings limit kept it up to 
date in the 1950’s with the situation at the beginning of the decade but not 
at the same level that prevailed in the late 1930’s. This could be said to 
constitute a change in legislative policy. . 
The formula for computing the basic benefit amount has been changed - 
over the years reflecting the rising earnings levels. The several formulas 
are summarised in Table II along with the minimum-benefit and maximum- — 
benefit provisions and also the average increase in benefits for those on the — 
pension roll when the law was changed.! Table III traces the benefit history 
of a worker who retired in 1940 at the average amount then awarded, com- 
paring his basic benefit amount with the changes in the cost of living. This — i 
table also shows similar figures for a worker who retired in 1950 and one 
who retired in 1954, after enactments of amendments significantly changing — 
the benefit formula. | 
TABLE II ss 


Effect of various legislative changes on OASDI benefit formulas Bp 


Year of Minimum Maximum Maximum Average _ 
legis- Formula for basic benefit basic basic family increase © 
lation amount* benefit benefit benefit for roll’ 
1935° 3% of first $3,000 of cumulative @ 

wages, plus +,% of next $42,000, 
plus 54% of next $84,000 .... $10.00 $85.00? $85.00 — 
1939 40% of first $50 of AMW, plus } 
10% of next $250; totalincreased 10.00 60.00° 85.00 — Y 
by 1% for each year of coverage “a 
1950 50% of first $100 of AMW, plus 20.00 80.00 150.00 17% 
Eon met S2008 ey ks R 
1952 55% of first $100 of AMW, plus 25.00 85.00 168.75 15% 

| have ODinext $2.00 jo) chet c vien é a 

1954 55% of first $110 of AMW, plus _ 30.00 108.50 200.00 13% 3a 

WMO To NOT MOT BOAO i. iy k's a, 
1958 58.85% of first $110 of AMW,  33.00° 127.00 254.00 8% a 
plus 21.4% of next $290 ..... P 
Increase from 1939 to present .. 300%’ 112% 199% — 


“In formulas below, ““AMW” means average monthly wage. a 
» These figures relate to those on the roll at the time of the legislation, who were given an 
automatic increase in all cases, considering only primary beneficiaries without regard to 
supplementary benefits for dependants. : 
‘This formula was never effective since benefits were first paid in 1940. 
“Determined from 43 years of coverage at maximum creditable wage. 
€ Based on 50 years of coverage at maximum creditable wage. , 
‘The minimum was increased to $40 by the 1961 legslation, which made no other cha nge 
in the benefit formula. “pian 
1 Those interested in other historical developments of the provisions of the OASDI sy tem 
may obtain a tabular summary thereof upon request to the author. 
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TABLE III 


for person receiving average benefit awarded at time of retirement 


Retirement in 1940 Retirement in 1950 Retirement in 1954? 


. Year 
_ (December) 
4 Actual Benefit Actual Benefit Actual Benetit 
benefit in 1960 benefit in 1960 benefit in 1960 
| payable Dollars’ payable Dollars’ payable Dollars’ 
1940 $22.60 $47.85 | 
1945 22.60 31.30 
1950 41.40. 49.50 $49.50 $59.05 
1951 41.40 46.65 49.50 55.80 
1952 46.60 52.05 55.70 62.25 
1953 46.60 51.70 55.70 61.80 
1954 51.60 bY Moy) 60.70 67.70 $66.60 $74.30 
1955 51.60 hoo 60.70 67.45 66.60 74.05 
1956 51.60 Doria 60.70 65.60 66.60 71.95 
1957 51.60 54.10 60.70 63.65 66.60 69.85 
1958 51.60 53.20 60.70 62.55 66.60 68.65 
1959 55.00 55.90 65.00 66.05 71.00 72.15 
1960 55.00 55.00 65.00 65.00 71.00 71.00 


«Without considering supplementary benefits for dependants. 
bs >For awards in last 4 months of year to persons who met the qualifying conditions of the 
law as it was before the 1950 Amendments, which greatly liberalised such conditions and 
brought on the roll many persons at a relatively low benefit rate. ; 
¢For awards in December. 


4 Actual benefit payable multiplied by ratio of cost-of-living index in 1960 to that in given 
year. 


| Examination of Tables 11 and III indicates that on the whole the several — 
ad hoc adjustments of the benefits have maintained their purchasing power. 
In fact in most instances benefits more than kept pace with the cost of living 
although not with the rise in earnings levels. For example, the benefit based on 
the average basic amount awarded in 1940 increased by 143% by 1960, as 
against arise of 112% in the cost of living and 262% in the general wage level. 
The fact that the benefit level did not keep pace with the wage level is also 
; indicated by comparing the amounts payable in 1960 for retirements in 1940, 
1950 and 1954, as shown in the last line of Table III. 


Another indication of the effect of the ad hoc adjustments made in the 
-_OASDI system may be had from a study of 100 persons whose old-age retire- 
ment benefits were awarded in August 1960. This sample was selected at 
random but not on a scientific stratified basis. None the less, its results are 
indicative of the underlying trends. The benefit in each individual case was 
computed from the actual wage record according to the benefit-formula pro- 
visions of the 1935, 1939, 1950 and 1958 Acts. 


| The average benefit amounts, separately for men and women, are shown 
in Table IV. The average benefits actually decreased from the formula of the 
1935 Act to that of the 1939 Act. The reason for this was that the latter legis- 
lation revised the benefit structure so as to pay larger benefits in the early 
_ years and to provide dependants benefits. Economic conditions were relatively 
_ static in 1935-39. On the other hand, the 1950 Act and 1958 Act benefit formulas 
_ yielded substantial increases. Considering the 1958 Act formula, the increases 
were about 210% for men and 245% for women, or almost as much as the 
262% rise in the general wage level. 
a 
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TABLE IV 


Average benefit amounts for sample of 100 persons awarded old-age retiremen 7 
benefits in August 1960 if their benefits had been computed according 
to legislation in effect in specified years 


Ratio of average benefit 
to that for 1939 


Average Average 
Legislation basic family Basic Family 
benefit benefit benefit benefit 
Men (62) 
1935 $35.78 $35. 18° | 126% 112% 
1939 28.34 B2:05 100 100 
1950 Tey 54.95 62.91 194 196 
1958 S7T.11 99 O1ta 307 Sh pe 
Women (38) 
1935 $25.25 $25,255 128% 128% 
1939 19.77 TOeE TL” 100 100 
1950 41.61 41.61” 210 210 
1958 68.47 68.47° 347 347 


* Dependants benefits were not available under 1935 Act. 
>No female insured worker in the sample had dependants. 


Assumptions: 


1. In those cases where reduced benefits are payable because of retire- — 
ment between ages 62 and 65 the comparison is made with the full 
basic benefit payable if it is not claimed until age 65. p 

A ; 


2. In computing family benefits only those wives are included who are 
aged 65 and over at time of claim. Similarly only children under age q 
18 are included. These were the provisions of the 1939 Act, which _ 
have by now been liberalised in certain important respects. | 


The above comparison must be considered with caution because several — 
elements are contained, and not merely the effect of dynamic economic condi- — 
tions. None the less, it does give indication that the level of benefits under them 
OASDI system has to a very considerable extent kept pace with changes in the ne 
wage level. 5 
oe 
Relative advantages of ad hoc and automatic methods of adjusting national 

. pension systems to changing economic conditions fe 

The automatic method of adjusting the benefit structure of a national 
pension system has the obvious advantage of offering a neat mathematical solu- 
tion to a serious practical problem. Under this procedure no legislative action ee 
is needed to assure that the adequacy of the pensions will be maintained. % . 

The automatic method also has the advantage, generally speaking, that | : 
there will be no significant lag in making adjustments, other than the lag in © 
obtaining data for the adjustment indices or bases, especially those used to ae 
adjust pensions in force. On the other hand, under the ad hoc method there may — . 
be significant lags before legislative action is taken, but at least in theory this , 
could be counterbalanced by making adjustments somewhat larger than strictly 
called for. It is presumed that, under the automatic method, adjustments would 
be made only when conditions change significantly. Otherwise there would be 
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the disadvantage of frequent changes, both up Ath down, and the accompanying 


“administrative problems, which does not occur under the ad hoc method because 
| ot the lag element. 


In contrast the ad hoc method of adjustment has the advantage of being 


more fiexible. The benefit structure is not then rigidly strait-jacketed in the 


original form in which it was developed. A gain to the system results when 
wage levels increase if the benefit formula is of a weighted nature, because the 


_ benefit becomes a decreasing percentage of wage as the wage increases. A gain 
_ also results if the maximum on earnings that is subject to contributions is raised. 
_ Any such gains may, under the ad hoc method, be distributed selectively rather 
than equally between all types of benefits, as under the automatic method. For 
instance the gain might be utilised to raise survivor benefits relative to retire- 
ment benefits without changing the over-all cost of the programme, as measured 


in relation to payroll and thus as indicated by the required contribution rates. 
By this flexibility, it is thus possible to correct anomalies and inquities in the 
programme, which in practice would be difficult to do under the automatic 
method because it would be more obvious, since direct legislative activity 
affecting costs and contribution rates or benefit provisions would be required. 


Under either method, there may be practical problems when there is need 
for a downward adjustment according to theory. Under the ad hoc method the 
legislators will surely hesitate to take action to decrease benefits, although there 
are instances where this has been done. On the other hand political pressure 
may be overwhelming to negate any automatic downward adjustment (or even 
illogically the plan itself might prevent this!). 

The argument is made that the automatic method is psychologically bad 
because it implies a more or less tacit acceptance of continuing inflation and 
thereby may weaken the desire to fight against it. Runaway inflation may wreck 


national pension schemes regardless of the method of adjustment to changing 


economic conditions that is followed, but this seems more likely to happen under 


the automatic method because of its inflexibility, unless the method is abandoned 


(as was done in Chile). 
The automatic method may have certain practical disadvantages, such as 


the complexities involved or the difficulty of obtaining reliable up-to-date in- 


dices or bases. Also the legislative body may be hesitant to hand over its au- 
thority to change the benefit structure, with its concomitant advantage of 
receiving political credit for such changes, to the technicians who determine the 
automatic adjustments. Furthermore the automatic method may under certain 
circumstances create financing problems in a particular year that could more 
readily be solved with a little delay, as would be possible under the ad hoc 
method. 

Under the ad hoc method the question of adequacy of benefit levels is kept 
constantly active in the political arena, whereas under an automatic-adjustment 
provision the legislators are apt to pay less attention to the system. To some per- 


sons, this might seem a disadvantage of the ad hoc method, but to others it might 


seem an advantage. 

In summary, it may be stated that both the automatic and ad hoc methods 
of adjusting the benefit structures of national pension schemes have certain ad- 
vantages and disadvantages. Conditions vary as between countries in regard to 
the advisability of the method of adjustment to be used but in the author’s 
Opinion the ad hoc method has worked out well in the United States of America 
in the past and should continue to be the approach used in this country. Continu- 


ing study of the experience of programmes following each of these procedures 


~< 


will be important. 
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se (Summary) 
i In the past, and quite likely in the future, economic conditions as to wages 


_ and prices have been dynamic in most if not all countries in the world. In gene al 
this dynamism has been rather consistently in the upward direction. Su oh 

_ economic changes have an important effect on the value of the benefits under 
national pension schemes to the beneficiaries involved. A hale 
If a national pension system is not adjusted in an upward direction when 

_ Wages and prices rise the benefits will lose adequacy. As a maiter of social jus- 
tice, and also from a practical standpoint due to political pressures, benefits of 
these schemes must be adjusted to a certain extent. 4 
This paper examines the two general methods of adjustment of national 
pension schemes to changing economic conditions, namely, the automatic method, 
under which the provisions of the system vary the benefits with changing eco- 
nomic conditions, and the ad hoc method under which legislative action taken 
periodically keeps the system in pace with changing economic conditions. Some 
detail is given as to how the latter procedure has operated in the Old-Age, 
Survivors, and Disability Insurance system of the United States of America, 
Finally, a discussion is given as to the relative advantages and disadvantages of 
the two methods. The conclusions are reached that each has its points of supe- 
riority and that continuing study of the experience of programmes followi 
these procedures is desirable. In the author’s view the ad hoc method has worked 


out well in the United States of America in the past and seems preferable in the 
future. be 
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i A METHOD OF AUTOMATICALLY ADJUSTING THE 
MAXIMUM EARNINGS BASE UNDER OASDI 


ROBERT J. MYERS* 


The benefits of the flat pension system of several countries (Denmark, 
Finland, Iceland, Israel, and Sweden) are adjusted automatically at intervals 
to refiect changes in the cost of living (i.e., prices), as measured by a statistical 
index.! The U.S. Civil Service Retirement system, following amendment in 
(1962, and the retirement system for members of the uniformed services of 
the United States, also provide for adjustment of pensions sath wh to changes 
in the cost of living.? 

In some countries that have earnings-related pension Lean the pro- 
‘cedure has been followed of converting all wage records (and the resulting 
benefits) to index numbers, and then each year paying benefits on the basis 
of the current (or recent) wage level. The maximum earnings base on which 
‘contributions are levied and on which benefits are computed varies similarly 
from year to year. Such a procedure is, on the whole, followed in West Ger- 
-many.? Sweden follows a similar practice in its supplementary wage-related 
pension system, except that the adjustments are made on the basis of an index 
of consumer prices, rather than an index of wages.* 

. Table I summarizes the general manner in which automatic-adjustment 
provisions apply in various foreign social security systems. It is evident that 
-a wide variety of procedures are followed in different countries. 

‘ Limited automatic-adjustment provisions are present in 11 State unem- 
ployment insurance systems (and also in connection with 2 State cash-sickness 
‘benefits systems). In these systems, the maximum benefit is generally de- 
termined as a percentage of the average total wage of all covered workers 
‘in a previous period, but the maximum earnings base on which contributions 
are paid is fixed by law at a specific, unvarying figure. Thus, it is possible 
‘for the average total wage, from which the maximum benefit is derived, to 
be in excess of the wage base for contributions. 


ay 


*Robert J. Myers, M.S., F.A.S., F.C.A.S., F.A.S.A., F.S.S., A.LA., is Chief Actuary of the 
Social Security Administration. Mr. Myers has held various actuarial positions with the Social 
Security Administration since 1934, assumng his present position in 1947. He has been a member 
of technical assistance missions and of study missions to many different countries. Mr. Myers 

is the recipient of the Career Service Award of the National Civil Service League, and of the 
Distinguished Service Award of the Department of Health. Education, and Welfare. 
f i¥For a description of the foreign social insurance systems that have such automatic- 
x adjustment provisions, see Daniel S. Gerig, ‘““Automatic Cost-of-Living Adjustment of Pensions 
in Foreign Countries,’ Social Securty Bulletin, March 1960. 
=. 2For details, see John P. Jones, ‘Amendments to the Civil Service Retirement Act,’’ Social 
_ Security Bulletin, February 1963 and Marice C. Hart, “Cost-of-Living Increases in Military 
- Retired Pay,” Social Security Bulletin, February 1964. 
; 3 For a description of this system, see ‘“‘Adjustment of Old-Age Pensions to Fluctuations in 
Economic Conditions—Federal Republic of Germany,” Bulletin, International Social Security 
_ Association, March-April, 1962 (pp. 67-70) and ‘‘The General Bases of Calculation and the 
- Income Limits for Calculation of Contributions in the Statutory Pension Schemes from 1 January 
-1963—Federal Republic of Germany,” Bulletin, ISSA, January-February 1963 (pp. 49-51). 
4 4For a description of this system, see ‘New Graduated Pension System in Sweden,” Social 
Security Bulletin, November 1959. 
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Critique of Automatic-Adjustment Provisions - 


Considering an earnings-related system, the automatic method of ad- 
_justing both the benefit and financing structure has certain advantages and 
disadvantages as contrasted with the ad hoc method of making legislative 
changes from time to time. The automatic method has the advantage of 
being a neat, mathematical solution to an important practical problem with- 
out requiring recurring legislative action, which might involve significant lag 
in making adjustments.> ’ 
One of the most important disadvantages of the automatic-adjustment 
method when applied to the benefit structure is that the latter will tend toq 
be rigidly “strait-jacketed” in the original form in which it was developed. 
As will be indicated in the following section, a gain results. when earnings 
levels increase if the benefit formula is of a weighed nature. Similarly, addi q 
tional financing is available to the system when the earnings base is raised. 
Under the automatic-adjustment method, such gains are necessarily distrib-— 
uted proportionately, whereas under the ad hoc method, they may be distrib- 
uted in different manners (for instance, survivor benefits ma 
relatively more than retirement benefits), an 
any anomalies or inequities in the program. 


The major disadvantage of inflexibility in the benefit structure that arises’ 
under complete automatic adjustment provisions will not, however, be present 
if there is automatic adjustment only with regard to the maximum earnings” ; 


y be increased _ 
d it is thus possible to correct 


BY 


base. 


Earnings Base under OASDI 


One of the most important provisions of the Old-Age, Survivors, and A 
Disability Insurance system, established by the Social Security Act and here- 
after referred to as OASDI, is that relating to the maximum taxable and 
creditable earnings base. Specifically, the earnings base is the figure established 
by law above which earnings from covered employment are not taxed (i.e, 
contributions are not collected) and, similarly, above which such earnings are — 
not creditable toward benefit rights and amounts.® This earnings base was — 


$3,000 during 1937-50, $3,600 during 1951-54, and $4,200 during 1955-58, and 
it has been $4,800 since 1959. An: 


° At times, such greater lag involved in the ad hoc meth 
it could, under certain circumstances, eliminate much upward and downward movement, 
as a result of frequent small changes, that would cre 


ate administrative problems and expense. — 
®In actual practice, under the current $4,800 earnings base, the operations are as follows: 


yer during the course of a calendar year, then his — 
$4,800 in the year. If an employee works for more — 
than one employer during the course of a year (whether concurrently or successively), con- — 

of wages paid by each employer, but the employee — 
his income tax form) for any contributions made — 
on total wages in excess of $4,800. No such refund is available for employers—for one reason, 
at least, because of the administrative problems that would arise in d : 


od might be an advantage because 


nly on such of his self-employment income as will not 
make the total of this and any covered wages that he may have had exceed $4,800. “a 

, , . 
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TABLE 1 


Summary of Foreign Social Security Systems Providing for Automatic 
Adjustment of Pension Benefit and Financing Provisions 


Basis of Adjustment 


Taxable 

Nature of Wage Pensions Earnings 
| Country Pensions Records in Force Base °* 
Belgium Wage-related Prices Prices Prices 
Denmark Flat n. a. Prices n. a. 
Finland Flat nwa: Prices ny ta: 
France Wage-related Wages Wages Wages” 
Iceland Flat n. a. Prices n. a. 
Israel Flat n. a. Prices Ad Hoe 
Luxembourg Wage-related Prices Prices Prices 
Netherlands Flat nea: f Wages Wages 
Sweden ° Flat Nn. 2. Prices n. a. 
Sweden ° Wage-related Prices Prices Prices 
West Germany Wage-related Wages Wages * Wages 


n.a.=not applicable. 


a Applicable only where financing (in whole or in part) is by wage-related contributions; 
other systems financed by portion of income tax and by general government revenues. 
> Before 1963, adjustment was on an ad hoc basis. 


¢ Sweden has two separate systems—one having benefits of a flat nature, and the other 
having benefits of a wage-related nature. 

4The law provides only for annual review and consideration on the part of the legislature, 
but in practice this has resulted in appropriate increases being made each year. 


_ 


The past changes in the earnings base were made by legislative enactments 

that had the general purpose of performing this adjustment to reflect at least, in 

part, changes in the general wage level. The extent to which the earnings base 

has kept pace with the general earnings level can be judged from the proportion 

of total earnings in covered employment that is subject to contributions, which 

indicates the proportion of the total covered payroll that is available to finance 
the benefits of the program.’ 


Such data are shown in Table 2 for selected calendar years in 1937-61. The 
proportion decreased from about 92 per cent in the early years of operation 
~ of the program to 80 per cent in 1950, which was the last year that the initial 
$3,000 wage base was in effect. Thereafter, the several increases in the earnings 
base increased this proportion, but the passage of time has resulted in gradual 
decreases therein. 


7 Evaluation of the extent to which the earnings base has kept up-to-date can also be made 

_ from data on the varying percentages of workers who have had all their earnings covered by 

the base. Such evaluation produces virtually the same results as when the proportions of 
total wages that are covered are considered. 
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: H DAB LGR RAGS MEP CE A er a ean 
Ba Proportions of Total Earnings in Employments Covered by OASDI System — 
a That Were Subject to Contributions, Selected Calendar Years an 


ae 


Proportion of Total Earnings __ - 
Subject to Contributions a 
rae Calendar Earnings Self- Total 
‘ Year Base Employees* Employed Covered 
1937 $3,000 90.4%” i 90.4%” 
1940 38,000 92.4 3 92.4 
¥ 1945 3,000 88.0 ¢ 88.0 
Hes hs 1950 3,000 79.7 : 79.7 
1951 3,600 84.5 57.4% 81.5 
1954 3,600 79.7 59.6 ged 
1955 4,200 GauD 64.3 81.1 
1958 4,200 80.1 61.5 77.8 
1959 © 4,800 82.0 62.4 79.7 
1961° 4,800 78.6 63.3 76.9 


* Including both manual workers and salaried employees. 


_) This figure is artificially low because persons aged 65 and over were not covered in 1937-38, 
so that all earnings of such persons were not subject to contributions. If this had not been 
the case, the proportion would have been about 92 per cent. 0 


° Self-employed were not covered until 1951. 
“Primary estimate. 


System Gains 


From Increasing Earnings Levels “ie 


The mathematical formula underlying the benefit table in the OAS Bi, 
system (that is used to determine the primary benefit, from which all types of 
benefits are computed) is 58.85 per cent of the first $110 of average mont ily 
wage’ and 21.4 per cent of the next $290 of the average monthly wage. Thus, 
the benefit formula is “weighted” so that relatively higher benefits are pa 1 
to those with low earnings than to those with higher ones. For example, the 
primary benefit for an average monthly wage of $300 is $105 per month ( 

_ 35.0 per cent of average wage), while the corresponding benefit for an avera 
monthly wage of $360 is $118 per month (or 32.8 per cent of average wage). 
Thus, the $360 worker pays 20 per cent more in contributions than the $300 
worker, but his primary benefit is only 12 per cent greater. As a result, if the 

general covered earnings level increases, the cost of the system relative to 


covered taxable payroll is lower, or in other words a “gain” to the syst 
results. 


From Changes in Maximum Earnings Base 


Another factor that results in “automatic generation” of a “gain” to the 
-OASDI system is the effect of raising the earnings base for both contribution 
_ and benefit computation purposes; such changes have been made a number of 


he | 


times in the past. The reason that this action results in a “gain” is, once a; 
g§ ’ “é 


aie 

§In essence, “average monthly wage” is determined from the lifetime earnings of 
insured individual, but the lowest 5 years of earnings are omitted (as “wh 
1951 and years before age 22 or after age 64 for men and a =r 
before age 22 or after age 64 for men and age 61 for women in which the earning 
relatively high can be substituted for years with low earnings during the prescribed pel 
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because of the weighted benefit formula. mor example, under the present 
| maximum earnings base of $4,800, the primary benefit payable on the basis 
of the maximum average wage is $127 per month. If the maximum earnings 
base were raised to $5,200, the corresponding figure would be $134, or an 
increase of 5.5 per cent—as contrasted with a rise of 8.3 per cent in the 
_ maximum earnings base. Accordingly, the contributions with respect to a 
_ person covered for his entire working lifetime at a maximum earnings base of 
_ $5,200 would be 8.3 per cent higher than under a $4,800 base, but the benefits 
would only be 5.5 per cent higher. The effect on the financing of the program 
is thus evident, since contributions increase directly proportionately with 
- increases in covered earnings whereas benefits rise less than proportionately. 


An additional “gain” to the system results from the lag that is involved 
in the benefit computation method when earnings levels rise, since the average 
wage is, in essence, a lifetime one and thus is affected by the lower previous 
covered earnings. For many years, benefit amounts would be affected by both 
the lower earnings levels of previous years and the lower earnings base (or 
bases) applicable to some past years. 


Future Role of Maximum Earnings Base? 


several different positions can be taken as to what the future role of the 
maximum earnings base should be in the OASDI system. At one extreme, it 
might be argued that the base should be maintained at a height such that more 
than 90 per cent of all earnings in covered employment should be taxable and 
creditable—as was the case in the early years of the program. At the other 
extreme, it could be argued that as long as the price level does not change, 
the earnings base should remain unchanged. Under these circumstances, it 
would be argued that any increases in the general earnings level would represent 
increase in the standard of living and that, therefore, individuals would have 
ample additional funds to provide for their own supplementary economic 
security. In between these two viewpoints lies the position that in the future 
_ the earnings base should maintain the same relative position that it had when 
it was last changed. To a certain extent, this was done by the successive 
_ changes in the earnings base during the 1950’s; however, as indicated in Table 
_ 2, there was some dilution of the base. 
Assuming that the theory is adopted that the earnings base should keep 
_ pace with the general earnings level (whther the initial one of the late 1930’s 
- or using some latter date as the base), the problem still remains as to how this 
can be done. One method is that which has been followed in the past—namely, 
ad hoc legislative changes from time to time. Another method would be for 
the law to provide automatic adjustments of the earnings base as the general 
earnings level changes. The remainder of this paper will explore the advisability 
of incorporating such a provision in the OASDI system and will indicate one 
practical method of doing this. 


Data for Automatic-Adjustment Provision 


It is quite simple to say that the maximum earnings base should be auto- 
matically adjusted for changes in the general earnings level. However, how can 
this be accomplished in practice? It would seem that one desirable—perhaps, 

 essential—feature is that the adjustment procedures should be based on actual 
tabulated data, rather than on estimated data. The use of the latter could bring 
criticism on the grounds that the developers of the estimates might be influenced 
one way or the other, particularly when a “border line” situation would be 
present—since rounding of the maximum earnings base (to at least $100 units) 
would be necessary. 
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The point might be raised that the adjustment of the earnings base should 
be determined from some broader earnings data than those derived from those 
tabulated OASDI earnings data. Depending upon which tabulated data are 
utilized, there may be incompleteness or unreliability because of (1) the effect 
of the earnings base, (2) the exclusion of the earnings in certain types of 
employment that do not report in the general quarterly manner (i.e., the self- 
employed, agricultural workers, and the armed forces), or (3) the use of o 
first-quarter data (to minimze the effect of the earnings base). y 

The broader applicability of an earnings index based on general data 1Ssy 
however, offset by the disadvantages of using sample data due to (1) inherent 


to which the data apply and the date when they can be analyzed. i 

Perhaps the greatest difficulty in basing the adjustment on actual tabulated | 
data is that the total earnings of covered workers are not known, since only 
the taxable earnings are reported. For example, if an individual who earns 
more than $4,800 a year receives an increase in pay, the recorded wage data 
will show no change in his earnings. Although estimates of total wages are. 
made by the Social Security Administration, it would seem undesirable to base © 
any automatic-adjustment provisions thereon because, due to the significant 
financial effect of the results, there might be many questions raised as to the - 
validity and accuracy of the estimates. j 

Although taxable wages are tabulated in detail and completely, there are 
significant theoretical difficulties in using them for full calendar years because © 
of the aforementioned effect of the maximum earnings base. Some indication 


also there are cyclical fluctuations within each year that arise from changing - 
business conditions and also from the normal seasonal patterns. i 
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TABLE 3 


DATA ON AVERAGE TOTAL TAXABLE QUARTERLY WAGES PER WORKER 
UUDER OASDI System, 1954-62° - 


Average Average Taxable 
Taxable Wage as Wage in Quarter | 
Average Average Percent of Average as Percent of Such 


Quarter Total Wage Taxable Wage Total Wage Wage in First Quarter 
1954 i 


1st $ 800 $ 779 97% 100% 
2nd 810 750 93 96 
3rd 790 650 82 83 
4th 870 561 64 12 
1955 
1st 840 815 97 100 
2nd 840 797 95 98 
3rd 850 723 85 89 
4th 920 626 68 17 
1956 
1st 890 872 98 100 
2nd 880 835 95 96 
3rd 880 726 82 83 
4th 950 641 67 74 
1957 | 
1st 920 899 98 100 
2nd 910 850 93 95 
3rd 910 733 81 82 
4th 960 620 65 69 
1958 
1st 940 906 96 100 
2nd 930 857 92 95 
3rd 910 734 81 81 
4th | 960 628 65 69 
1959 
1st 960 949 99 100 
2nd 990 929 94 98 
3rd 980 807 82 85 
Ath 1,050 702 67 74, 
1960 
1st 1,010 989 98 100 
Indi , 1,040 945 91 96 
3rd 1,040 817 79 83 
4th 1,070 682 64 69 
1961 
1st 1,030 1,011 98 100 
2nd 1,060 963 91 95 
3rd 1,050 812 7 80 
4th 1,110 701 63 69 
1962 
1st 1,080 1,061 98 100 
2nd 1,090 998 92 94 
3rd 1,090 817 75 77 
4th 1,140 700 61 66 


2 Data on average total and taxable wages from Social Security Bulletin, February 1964. See 
text for description and discussion of these data. 
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The data shown do not include self-employment income nor, except in 
1954, agricultural wages, because such earnings are reported only annually 
Also, it should be noted that not only are the figures for average total wages 
on an estimated basis, but that this is also true to a considerable extent 
the figures on average taxable wages in the last few years shown, because the 
wage information has not yet been completely tabulated (although almost SO). 


In most years shown in Table 3, the average taxable wage in the first 
quarter of the year is only about 2 per cent less than the average total wage; 
such small differential results only because of the few individuals who earn 
more than the amount of the annual earnings base in the first quarter—under 
the present $4,800 base, at a rate of more than $19,200 per year. In the second 
quarter of the year, the average taxable wage is about 90-95 per cent of 
the average total wage, while for the third and fourth quarters, the correspond- 

ing ranges are about 75-85 per cent and 60-70 per cent respectively. The 
effect of changes in the maximum earnings base is quite evident. For a given 
calendar quarter, the proportion that the average taxable wage is of the average 
total wage is highest in the initial year that the earnings base changes (1955 | 
and 1959), and then decreases slowly. 4 


When the average total wage is considered by quarters, there generally 
is the pattern that it is about the same in each of the first 3 quarters, but. 
is significantly higher in the fourth quarter (probably due to additional work 
during the holiday season and to the payment of year-end bonuses). On the 
other hand, for reasons indicated previously, the average taxable wage is 
highest in the first quarter and gradually decreases thereafter. Thus, the 
average taxable wage in the fourth quarter is only about 65-75 per cent of ~ 
that in the first quarter—again, with a somewhat higher ratio in the year that 
a new earnings base goes into effect, decreasing therafter. Pi. 

From the preceding analysis, it might be argued that since the only 
tabulated data relate to taxable wages, and since the taxable wages for 
quarters after the first one in a calendar year are not meaningful in reflecting 
the trends of total wages, then any automatic-adjustment provision for the 
maximum earnings base should be determined from the average taxable wage 
in the first quarter of the year. The solution to the problem, however, is not — 
as easy as this, because such data are not available on an actual tabulated basis 
for a number of years, but rather are partially estimated (and to a considerable 
extent). But there is a practical solution in that data are available for t ie . 
first quarter of the calendar year on a virtually complete tabulated basis, 
if wage-items are considered (rather than average wage per worker). . 3 

The actual reports that employers make for their employees (other than 
in the case of agricultural workers and members of the armed forces, for whom _ 
special reporting procedures apply) are submitted quarterly, with a one-mon ho 
lag, to the Internal Revenue Service of the Department of the Treasu Ye 
If an individual works for more than one employer in the quarter, then there 
will be one wage-item for him for each employer. These wage-items are 
sent to the Social Security Administration and are immediately tabulated | 
for control purposes before they are sorted out and credited to the individual 
employee earnings records. Such a tabulation does not show 'the number Os 
different individuals involved, but rather merely gives the number of wage 


items and the reported taxable wages thereon. i 


The tabulation made during each three-month period separates the so- 
called “current” reports from those with respect to previous quarters. For 
the purposes of any automatic-adjustment provisions with respect to the 
maximum earnings base, only the “current” wages items that are tabulatec 
are of significance. For example, in the period beginning in June and ending 
_ in August, the “current” tabulation consists of all wage-items received from | the 


ei: 
i 


i 
e 


% 


i a Mets ia By dns NE amelie * ipes f ree ¥ BB rk Moet, + Ae OD Soggy? ee hid er 
, an ra has en Fy Sip ass ha a nae ee Az 5 ‘ a 7 oe ‘ 


f < wet 
ry " a s : 
od ‘ . ' ¢ Nai f 4 
: vow eee : yt ) 


aR at Gea am Ag aan PENSION PLAN 1671 


Internal Revenue Service that relate to the first quarter of the particular year. 


Any wage-items relating to this quarter that are received after the cut-off 


date are tabulated later and do not enter into the “current” tabulations. 


Table 4 presents data on the number of wage-items and the average > 
taxable wage per wage-item for the ‘‘current” reports tabulated in each 
quarter after 1953. It will be observed that the seasonal pattern for the 
number of wage items is a rise from the first quarter to the second quarter, 
then usually a slight drop to the third quarter, and finally a sharp drop to 
the fourth quarter. This pattern results from two elements—the generally 
higher employment in the spring and summer months, and the gradual decline 
in the number of persons with covered wages as the year goes by (as a 
result of persons reaching the limit of the maximum taxable earnings base). 
Correspondingly, the average taxable wage per wage-item tends to decline— 
quite sharply for the third and fourth quarters—as a result of the effect of the 
maximum earnings base. 

Accordingly, it would seem that the best practical method for an automatic- 
adjustment provision for the maximum earnings base under the OASDI system 
is to utilize data from the “current” wage-items for the first calendar quarter 
of each year they are tabulated. As indicated in the accompanying technical 
annex, these “current” wage items represent well over 95 per cent of all 
wage-items for the quarter and in fact probably about 99 per cent thereof 
on the average. Although these data are not representative of the entire 
employment coverage of the program (since they do not include self-employ- 
ment income, military wages, and agricultural wages) and although they are 
not complete 100 per cent tabulations, the small amounts missing are not 
significant from a broad statistical standpoint. Therefore it may well be said 
that any automatic-adjustment provision developed would have as its foun- 


dation virtually complete tabulated data rather than being based on any esti- 


mates or other judgmental factors. 
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TABLE 4 


Number of “Current” Wage-Items Tabulated and Average Taxable Wage Per 
Wage-Item Under OASDI System, By Quarter, 1954-63* a 


Year Ist Quarter 2nd Quarter 3rd Quarter 4th Quarter — 

Number of Wage-Items (in millions) j 

1954 48.6 51.8 51.0 43.2 7 
bi 1955 49.4 Done 52.9 47.4 
jo 1956 49.8 54.8 oD KU 47.6 
Toa? 54.3 57.6 je. 49.1 
1958 53.6 56.0 DOM AO 
1959 54.6 61.6 627 54.9 
1960 57.8 62.0 61.9 52.4 
1961 a Rips 60.8 eis A 53:21 
1962 59.3 6375 63.4 53.1 

1963 60.7 64.9 
Average Wage per Wage-Item 

1954 $691 $649 $557 $473 
1955 TE 679 609 Dao 
1956 758 702 609 . 530 
LODK 800 736 622 529 
1958 826 759 634 545 
1959 853 803 682 598 
1960 890 824 702 594 
1961 918 852 705 606 

1962 957 873 707 602 . 

1963 980 895 a 


a 
¥ 


* Data exclude military wages and, except for 1954, agricultural wages. The “current” 
tabulations include an estimated 95-99 percent of all such data for the quarter (see text). 


A Practical Method 4 


Having accepted the foregoing premises as to the statistical data to be 
used as the foundation of the automatic-adjustment provision, it is then aq 
relatively simple matter to develop a specific basis. First, it would be deter- _ 
mined by Congressional action (through law) that the maximum earnings 
base was at the “correct” level for some “initial” calendar year. Then, the ‘ 
average taxable wage per wage-item for the first quarter of the preceding ~ 
year would be taken as the initial base figure (rounding this to the nearest 
dollar.)9 The maximum earnings base for any subsequent year would be — 
determined from the two foregoing “initial” figures and from the average — 
taxable wage per wage-item for the first quarter of the calendar year press 
ceding the particular year in question, with the result being rounded, for 
example, to the nearest $200.19 For purposes of simplicity and public under- 


® Alternatively, some form of moving average (such as for the last 3 years) could be used. ‘ 
for both the initial base year and the subsequent year. “a 
7° It should be noted that if the computation, after the 
a change in the maximum earnings base from the previous year, this has no effect on the 
the average taxable wage 


4] 
uy. ip 
“a 


and consistent) results under some circumstances—as, for example, if the unrounded figure 
was, for a number of years, just at the level to require upward rounding in each instance. i“ 
i ‘ : 
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standing, the maximum earnings base should be expressed in round figures, 
and accordingly, it seems reasonable to prescribe that any changes made should 
be in $200 units. 

This procedure could be carried out on an atikematic basis, as prescribed 
by law, such that the determination of the maximum earnings base for a 
particular year should be made by the Secretary of Health, Education, and 
Wealfare before November 1 of the preceding year.1! The calculations would 
be made on the basis of the average taxable wage per wage-item for January 
through March of that preceding year, which wage-items are tabulated in 
the period ending in August of that year. Thus, for example, if this procedure 
were in effect for 1965, the promulgation of the maximum earnings base for 
that year would be made November 1, 1964 on the basis of wage-items for 
the first quarter of 1964 tabulated through August 1964. 

It may be of interest to examine how this automatic-adjustment provision 
for determining the maximum earnings base would have worked out in the 
past. Table 5 gives such illustrative data under two hypotheses—that the 
initial earnings base is $4200 for 1955 and that the initial earnings base is 
$4800 for 1959 (in both instances, the first year that such earnings base 
actually went into effect). The figures are developed on the basis that the 
automatic-adjustment went into effect immediately. The same results would 
have been derived (for the first year in which the automatic-adjustment pro- 
visions is assumed to go into effect and thereafter) if the same initial base 
year was selected, but the first effective year for the automatic-adjustments 
was not the immediately following year, but rather some later one (e.g., if 
the initial base year was 1955, and the first effective year for automatic-adjust- 


ment was 1960). 


TABLE 5 


Illustration of Application of Automatic-Adjustment Provision for 
Determining Maximum Earnings Base 


Average Taxable Earnings Base if Automatic-Adjustment 
Wage per Wage-Item Provision First Became Effective for 


Year for First Quarter 1956 1960 
1954 $ 691 

1955 Cer $ 4,200 

1956 758 4,400 

1957 800 4,600 

1958 826 4,800 

1959 853 5,000 $ 4,800 
1960 890 5,200 5,000 
1961 918 5,400 5,200 
1962 957 5,600 5,400 
1963 980 5,800 5,600 
1964 n.a. 6,000 5,800 


Note: See text for description of how the above figures for the earnings base 
are derived. 


The arithmetical development of the various earnings bases under the 
automatic-adjustment provision is quite simple. For example, considering the 


figure for 1956 under the basis that the earnings base for 1955 is the initial 


11 Alternatively, it could be provided that adjustment of the earnings base would take place 


mo oftener than every “n’ years (where “n” might be 2, 3, or 4) or that this action would 


~ 


a ee 
‘ 


be done only if there is an increase of at least “k’” per cent in the average taxable wage per 
Wage-item over the initial base figure (where “k” might be 10). 


ye: 


_ turn when rounded to the nearest even multiple of $200 is $4400. Similarly, 
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one, then the earnings base for 1956 is merely $4200 times the ratio of $717 
to $691. Rounded to the nearest dollar, this turns out to be $4358, which in 


the earnings base developed for 1957 is merely $4200 times the ratio of $758 
to $691, which when rounded is $4600. ‘ ae 

By coincidence, the figures in Table 5 indicate that, under the initial base 
of either 1955 or 1959, the annual increments in the maximum earnings base 
under this automatic-adjustment provision would have been $200 for each 
year and that the earnings base for the current year would have been eithe r 
$5,800 or $6,000 depending upon the initial base year selected. ~ 


Changes in Benefit Provisions 


% 

As indicated previously, the basic permise under which the analysis in 
this paper has been prepared is that the automatic adjustment would apply 
only to the maximum earnings base and not to the general benefit level. 
However, if an increase in the maximum earnings base occurs, this means that 
not only are more earnings subject to contributions for certain individuals, but 
also that more earnings are correspondingly creditable for benefit purposes. 
Accordingly, it is only reasonable that the benefit table in the law should be 
extended to reflect this. Associated with this relationship is the statutory siz e 
of the maximum family benefit, which for the highest earnings levels is set 
in absolute-dollar terms—at twice the primary benefit payable with respe t 
to the maximum earnings base. Both of these benefit features could be automati- 
cally provided for in the law. r. 


TECHNICAL ANNEX | s 


_ Im order to present the full statistical basis of the foregoing method for™ 
developing an automatic-adjustment provision for determining the maxim im 
earnings base under CASDI, information is here presented as to the complete 
details of the statistics as they would actually develop. i: 

Table A shows the actual number of wage-items and the wages reported 
thereon that were tabulated in the “current” tabulations for the first calendar 
quarter of each year in the period 1954-63. These are the basic data from whi : h 
the information in the first column of Table 4 was developed. . 


“ae 


-* . 


TABLE A 


Number of Wage-Items Tabulated and Wages Reported Thereon 
for First Quarter of Year, 1954-63° 


Number of Wages Reported 
Year Wage-lItems on Wage-Items 
1954 48,597,692 $33,568,326,986 
1955 49,423,341 35,459,208,598 
1956 49,801,377 37,749,994,291 
1957 54,294,255 43,438,655,311 
1958 53,644,563 44,308,027,244 
1959 54,604,213 46,600,715,546 
1960 57,761,003 591,378,565,961 
1961 57,183,411 52,520,154,721 
1962 59,334,157 56,758,901,922 
1963 60,741,844 59,549,683,539 

“Data exclude military wages and, except for 1954, agricul- ye 


: tural wages. The tabulations include an estimated 95-99% of all 
such data for the quarter (see text). 
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TABLE B 


Total Taxable Wages for First Quarter of Year Tabulated by Social Security 
Administration During Various Periods, 1954-62 ° 
(Wages in millions) 


(1) (2) (3) (4) (5) 
Wages Tabulated in Period 


Total of 
September December -Columns Column (1), 
Through to to next By. C24 as Percent of 
Year August November February and (3) Column (4) 
1954 $33,798 $1,180 $ 87 $35,065 96.4% 
1955 35,691 769 * 36,460 97.9 
1956 38,892 1,554 r 40,446 96.2 
1957 43,777 962 205 44,944 97.4 
1958 43,488 525 4 44,013 98.8 
1959 45,048 1,765 90 46,903 96.0 
1960 49,198 687 177 50,062 98.3 
1961 50,064 342 . 50,407 99.3 


1962 53,970 358 157 54,485 99.1 


@Data exclude wages of State and local government employees and, except for 1954, agri- 
cultural wages. 
> Not available, because unobtainable for years when tax rate did not change. 


Table B presents information that is of value in assessing the completeness 


of the “current” tabulations of wage-items for the first quarter of each calendar | 


year. The “subsequent” tabulations of these data do not contain subdivisions 
by calendar quarter of employment, but rather lump together ail quarters other 
than the “current” one. In the posting of credited earnings to the Social Security 
accounts at a somewhat later stage than the aforementioned tabulations, a 
record is kept of first-quarter wages for the initial 3-month period of tabula- 
tion, for the second such 3-month period, and in certain years! for the third 
such 3-month period as well. There are several minor differences in the data 
contained in these tabulations and those contained in the “current wage-item”’ 
tabulations discussed previously (and shown in Table A). Thus, the data in 
Table B include military wages and exclude the wages of covered State and 
local government employees, whereas in the data in Table A the reverse is the 


case. However, these differences tend to counter-balance and, moreover, are not 


so large as to affect the significance of the general conclusion that may be drawn 
—namely, that data for ‘‘current”? wage-items for a particular quarter represent 
at least 95 per cent of the total such data for such quarter and quite probably 
ae 99 per cent. 


- 1Since the basic purpose of these tabulations is to determine the exact aggregate amounts 
of contributions, this procedure is followed only for years when the contribution rate changes. 
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_ (MEETINGS HELD DUDING THE ADJOURNMENT OF THE HOUSE) SY FE 
. MINUTES OF PROCEEDINGS i 

Monpbay, February 1, 1965. | ah 

(43) 

nh 

The Special Joint Committee of the Senate and of the House of Commons : 

on the Canada Pension Plan met at 10:05 o’clock a.m. this day. The Joint 

Chairman of the House of Commons section, Mr. Cameron (High Park), pre- % 


sided. 


Members present: 


Representing the Senate: Honourable Senators Blois, Boucher, Croll, De- 
nis, Fergusson, McCutcheon, Smith (Kamloops), Smith (Queens-Shelburne), 
Stambaugh—9. 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, fa 
Basford, Cameron (High Park), Cantelon, Chatterton, Cété (Longueuil), Fran- i, 
cis, Gray, Howe (Wellington-Huron), Knowles, Laverdiére, Llyod, Monteith, 
Munro, Prittie, Rhéaume—17. 


In attendance: Messrs. L. Coward, Chairman of the Pension Commission 
of Ontario; D. W. Stevenson, Director of the Economics Branch of the Depart- ; 
ment of Economics and Development; and J. E. E. Osborne, Technical Adviser 
to this Committee. xe 


Also in attendance: Dr. J. Willard, Deputy Minister of Welfare. 
The Joint Chairman opened the meeting. 


On motion of Senator Croll, seconded by Mr. Knowles, 


Resolved unanimously: That a document intituled ““Answers to questions i 
raised by Messrs. Knowles, Cantelon and Aiken on December 3, 1964 and 
January 15 and 20, 1965 be printed as an appendix to this Committee’s Minutes 
of Proceedings and Evidence of today (See Appendix A37). 


On motion of Senator Croll, seconded by Mr. Francis, 


Resolved unanimously: That the brief of Mr. Dowsett appended to issue 

No. 16 of this Committee’s Minutes of Proceedings and Evidence be corrected 

as requested by Mr. Dowsett in his letter of January 26, 1965, addressed to 

the Committee, namely: 

“1. On page 1113, line 20—“...in relation to the cost?’ should read 

“*...in relation to the cost of living?” He 

t 2. On page 1115, last line—‘“‘the employer.” should read “the employer te 

i and the employee.” A, 

| 3. On page 1128, 12th line from the bottom of the page, the sentence _ 

beginning “Life insurance is a different...sector.”’ should read © 

a “Tife insurance is a different animal and there are not the massive ‘ 

Z cross-subsidies in the pension plans put out by the private sector.” Ff 

4. On page 1132, 12th last line—“costing 1.37%.” should read “cost- 
ing .37%.” 

5. On page 1134, line 10—“‘...what is recommended in Bill C-136.” 
should read “...what is recommended for rate stabilizing in Bill 
C-136.” 
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Then the Joint Chairman introduced the delegation and invited Mr. 1. 
Coward to make a preliminary statement before being questioned, assisted b r 
Mr. Stevenson. 


In accordance with a motion passed at a previous meeting, the brief sub 4 
mitted by the Government of Ontario is printed as an appendix to this day’s 
Minutes of Proceedings and Evidence (See Appendix A38). 


The Committee agreed unanimously that the statement made in the Ontari OF 
Legislature by the Honourable John Robarts, Prime Minister of Ontario, rej 
garding the Canada Pension Plan, Thursday, January 21, 1965, be printed as 
an appendix to this Committee’s Minutes of Proceedings and Evidence of today 
(See Appendix A39). . 


It was moved by Mr. Chatterton, seconded by Mr. Aiken, 


That the Officials of the Department of National Revenue be asked to supply 
the Committee with the latest version of the Form for calculation of Contribu- 
tion under Canada Pension Plan. 


The question being put on the said motion, it was resolved, by a show of : 
hands, in the affirmative: Yeas: 18; Nays: 2. 


And the examination of the witnesses continuing, at 12:35 o’clock p.m. 
the Committee adjourned until 2:30 o’clock this afternoon. 4 


1 


AFTERNOON SITTING q 
(44) 


The Special Joint Committee of the Senate and of the House of Commons — 
on the Canada Pension Plan reconvened at 2:40 o’clock p.m. this day. The Joint © 
Chairman of the Senate section, Senator Fergusson, presided. 


Members present: a 


Representing the Senate: Honourable Senators Blois, Boucher, Croll, De- 
nis, Fergusson, Smith (Kamloops), Smith (Queens-Shelburne), Stambaugh—8. | 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
Basford, Cameron (High Park), Cantelon, Chatterton, Cété (Longueuil), Fran-— 


cis, Gray, Howe (Wellington-Huron), Knowles, Laverdiére, Lloyd, Monteith, 
Munro, Prittie, Rhéaume—17. ; 


In attendance: Same as at this morning’s sitting and from The Canadian 
Teachers’ Federation: Mr. George MacIntosh, President; Dr. Gerald Nason, 
Secretary-Treasurer; and Mr. Norman M. Goble, Assistant Secretary-Treasurer; | 
Atlantic Region: Mr. Tom Parker, Executive Secretary, Nova Scotia Teachers ~ 
Union; Mr. Harry Cuff, Assistant Secretary, Newfoundland Teachers’ Associa-_ 
tion; and Mr. Alfred H. Kingett, General Secretary, New Brunswick Teachers’ 
Association; Central Region: Miss Marie Duhaime, President; Miss Ruby Mca 
Lean, Chairman, Superannuation Committee; Miss Nora Hodgins, Secretary-_ 
Treasurer; Messrs. William Jones, Assistant Secretary; David R. Brown, 
F.S.A. Consultant to Superannuation Committee; and Douglas Beaman, Mem- 
ber, Superannuation Committee; Western Region: Mr. Robert Gordon, Assistant 
General Secretary, Manitoba Teachers’ Society. a 


Also in attendance: Mr. D. Sheppard, Assistant Deputy Minister of 
National Revenue. 
The Joint Chairman opened the meeting. ; 


J 
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On motion of Mr. Cantelon, seconded by Mr. Knowles, 
Resolved unanimously: That the following documents be appended to this 
day’s Minutes of Proceedings and Evidence: 
: (a) “Answer to questions raised by Mr. Basford ha Mr. Cantelon on 
January 21, 1965” (See Appendix A40). 


(b) Estimated values of Canada Pension Plan Benefits to a man aged 
40 in 1966 (See Appendix A41). 


On motion of Mr. Prittie, seconded by Mr. Knowles, 

Resolved unanimously: That the document intituled ‘Estimated Costs of 
Ontario Proposal” be appended to this day’s Minutes of Proceedings and 
Evidence (See Appendix A42). 


On motion of Senator Croll, seconded by Mr. Francis, | 

Resolved unanimously: That the sum of $42.00 be paid to Mr. Robert J. © 
Myers, Chief Actuary, Social Security Administration of U.S.A. for travelling 
and living expenses as specified in his letter dated January 27, 1965 in relation 
to his appearance before this Committee on Thursday, January 14, 1965. 


On motion of Mr. Munro, seconded by Mr. Francis, 
Resolved unanimously: That the following documents be appended to this 
day’s Minutes of Proceedings and Evidence: 


1) Statement by the Honourable John Robarts, Prime Minister of 
Ontario, at the Federal-Provincial Conference on Pension Plans 
Ottawa, September 9th and 10th, 1963 (See Appendix A43). 

2) Letter to Mr. Pearson, Prime Minister of Canada, from Mr. John 
P. Robarts, Prime Minister of Ontario, dated February 13, 1964 (See 
Appendix A44). 


On motion of Mr. Francis, seconded by Mr. Lloyd, 
Resolved unanimously: That the following documents be printed as append- 
ices to this day’s Minutes of Proceedings and Evidence, namely: 
1) Application for refund under the Canada Pension Plan (See 
Appendix A45). 
2) Calculation of self-employed contribution (See Appendix A46). 


The examination of the witnesses being completed, the Joint Chairman 
thanked Messrs. Coward and Stevenson and they retired. 


On motion of Mr. Munro, seconded by Mr. Aiken, 

Resolved unanimously: That a vote of thanks and appreciation be extended 
to the Government of Ontario and to Messrs. Coward and Stevenson for their 
contributions and the quality of their brief submitted. 


Then the delegation of the Canadian Teachers’ Federation was called. 


The Joint Chairman invited Mr. MacIntosh to introduce the members of his » 
delegation before making a preliminary statement and be questioned thereon, 
assisted by the other witnesses. 


In accordance with a motion passed at a previous meeting, the brief of the 
Canadian Teachers’ Federation is appended to this day’s Minutes of Proceedings 
and Evidence (See Appendix A47). 


The examination of the witnesses continuing, at 5:48 o’clock p.m. the 
Committee adjourned until 8:00 o’clock this evening. 
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i Banh ei | EVENING SITTING | : 

. és The Special Joint Committee of the Senate and of the House of Commons 

on the Canada Pension Plan reassembled at 8:03 o’clock p.m. this day. The Joint 

_ Chairman of the House of Commons section, Mr. Cameron (High Park), 

presided. of 

RH 

ae Members present: | a 

ss Representing the Senate: Honourable Senators Blois, Croll, Denis, Fergusson, 

- Lefrancois, Smith (Kamloops)—6. a 

Bh ie i : s 

a Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, - 


_ Basford, Cameron (High Park), Cantelon, Cété (Longueuil), Francis, Gray, 
_ Howe (Wellington-Huron), Knowles, Laverdiére, Lloyd, Prittie, Rheaume—19a 


In attendance: Same as at this afternoon’s sitting and from the Canadian 
Construction Association: Messrs. P. D. Dalton, National Vice-President, Toronto; 
_ M.C. Stafford, Chairman, Labour Relations Committee, Toronto; G. Desmarais, 
Member, Labour Relations Committee, Montreal: S. D. C. Chutter, General | 


? 


_ Manager, Ottawa; P. Stevens, Director of Labour Relations, Ottawa. 7 
Also in attendance: Mr. D. Thorson, Assistant Deputy Minister of Justice. 


i _-- The Joint Chairman invited Mr. Gerald Nason to make a short statement 
before the Committee resume its questioning of the witnesses. 


And the examination of the delegation from the Canadian Teachers’ Federa- , j 
tion being completed, the Joint Chairman thanked the witnesses and they | 
Pius. Petired: 


> 


Lace On motion of Mr. Francis, seconded by Mr. Laverdiére, q 


Resolved unanimously: That a vote of thanks and appreciation be extended _ 
to the delegation from the Canadian Teachers’ Federation for its contribution © 
and valuable brief. q 


Then the Canadian Construction Assosciation was called. 


The Joint Chairman invited Mr. Dalton to introduce his delegation before 
reading his brief and be questioned thereon assisted by the other witnesses. 


In accordance with a motion passed at a previous meeting, the brief sub-@ 
mitted by the Canadian Construction Association is appended to this day’s — 
Minutes of Proceedings and Evidence (See Appendix A48). 


And the examination of the delegation being concluded, the Chairma . 
thanked the witnesses and they retired. : 


On motion of Mr. Basford, seconded by both Messrs. Cété (Longueuil) and 
Francis, cP. 


| Resolved unanimously: That a vote of thanks be extended to the delegation 
_ from the Canadian Construction Association for their contribution. " 


At 10:03 p.m. the Committee adjourned until 10:00 a.m. on Tuesday, 
February 2, 1965. 4 


Maxime Guitard, a 
Clerk of the Special Joint Committee. 
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English, was recorded by an electronic recording apparatus pursuant to a recom- 
mendation contained in the Seventh Report of the Special committee on Pro- 
cedure and Organization, presented and concurred in, on May 20, 1964.) 


The CHAIRMAN (Mr. Cameron): Ladies and gentlemen, it is now a little 
bit past 10 o’clock and we have a quorum here. 

Before introducing our witnesses for today there are one or two items of 
business which I wish to mention. I have here in duplicate answers to questions 
raised by Mr. Knowles, Mr. Cantelon and Mr. Aiken on December 3, 1964 and 
January 15 and 20, 1965. May I have a motion that these be recorded in the 
minutes today as an appendix? 

Hon. Mr. Crouu: I will so move. 

Mr. KNOWLES: I will second it. 

The CHAIRMAN (Mr. Cameron): All those in favour? 

Motion agreed to. . 

Mr. Guitard, the clerk, has received a letter from Mr. Dowsett, our witness 
on January 18, regarding some corrections he wishes made in his evidence. I 
will read the main portion of his letter. 

The corrections are as follows: 


1. On page 1113, line 20—“...in relation to the cost?” should read 


‘...in relation to the cost of living?” 


2. On page 115, last line—“‘the employer.” should read ‘“‘the employer 
and the employee.” 


3. On page 1128, 12th line from the bottom of the page, the sentence 
beginning “Life insurance is a different...sector.” should read “Life in- 
surance is a different animal and there are not the massive cross-subsidies 
in the pension plans put out by the private sector.” 


4. On page 1132, 12th last line—“costing 1.37 per cent.” Head read 
“costing .37 per cent. ” 


5. On page 1134, line 10—‘“...what is recommended in Bill C-136.” 
should read ‘‘...what is recommended for rate stabilizing in Bill C-136.” 


Mr. Dowsett would like to have these errors corrected in the record. May I 
have a motion that that be done? 

Mr. KNow Les: This raises a question that I have already placed before the 
committee at some point or other. I hope that our staff, particularly our steno- 
graphic and reporting staff, realize that we appreciate the pressure under which 
they have worked, and that errors in the record are inevitable. I am sure we all 
realize also that the times we have been sitting here have been such that it has 
not been possible for us to check the record, and it should also be stated that 
there are quite a few errors in the record. I see no way in which we can correct 
the errors attributed to us as members of the committee, but I do hope that those 

who may read the record now or who may read it in the future, when they run 
into things that look silly, will realize that possibly that was an error. I do not 
see how we can correct all the errors. If there is to be a correction of the whole 
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work it would mean a reprinting, and, goodness knows, some of us would ha ve 
to do a lot of proofreading. , 


The CHAIRMAN (Mr. Cameron): Senator Croll has moved that Mr. Dowsett’s 
amendments be adopted. j 


Mr. FRANcIS: I second the motion. 


Mr. KNOWLES: This means that Mr. Dowsett’s letter will be printed in to- 
day’s record. It does not mean that the previous issue will be reprinted. 


The CHAIRMAN (Mr. Cameron): I do not know how the clerk will handle 
it. Mr. Guitard has explained to me how it is done and it seems to me to be quite 
satisfactory. | 

In answer to what you have just been saying, may I say that all the witnesses 
are asked to check the record before it is printed. While that may not have been 


done in all cases, we have all had that opportunity, and we have all been re- 
quested to do so. . 


Mr. KNOWLEs: I realize the witnesses have done that and I realize that we, 
as members, could have done it if we wished to, put because of the pressure we 
have been under we have not done so. I am not complaining, but I thought it 
should be put on the record that those of us who appeared on the record have 
found we have been credited with a few errors. y 


The CHAIRMAN (Mr. Cameron): Gentlemen, Senator Fergusson and Mrs. | 
Rideout, today we have officials of the government of Ontario. Mr. L. E. Coward, | 
who is sitting to my immediate right, is the chairman of the Ontario pension ~ 
commission. He is accompanied by Mr. D. W. Stevenson, director of the Econo-_ 
mics Branch of the Department of Economics and Development of the province ~ 
of Ontario. You have all received their brief and have had an opportunity of — 
reading it. It will be included in today’s proceedings as part of the record. I ~ 
understand that Mr. Coward intends to make a short introduction probably © 
lasting four or five minutes, concerning items on matters contained in the brief _ 
and his main recommendations. Subsequently, both he and Mr. Stevenson will — 


be available to answer questions, if any members of the committee care to put 
them. Mr. Coward, please proceed. 


Mr. L. W. Cowarp (Chairman of Ontario Pension Commission): Mr. Chair-— 
man, ladies and gentlemen. i 

The Prime Minister of Ontario on January 21 announced that the Ontario 
government accepts the Canada pension plan in principle and will bend every ~ 
effort to make this plan truly national in scope for the benefit of all citizens of 
Canada. The plan has also been accepted in principle by a unanimous vote in the ; 
House of Commons. We wish therefore to co-operate fully with you to make it 
the best possible plan. We have a number of suggestions for improvement in the — 
plan, and we hope that the committee will give favourable consideration to them 
and adopt them. . 

In order to add weight to our brief, we wish to remind you that Ontario will 
account for more than half of the contributors to the Canada pension plan, and 
more than one-third of the contributors to the Canada and Quebec pension plans 
combined. In terms of contribution income, no doubt Ontario would account for 
an even higher proportion. 


The Ontario government has been studying intensively the question of 
pensions for almost 5 years. As a result of the work of what is usually known as 
the Ontario committee on portable pensions, the Pension Benefits Act was 
enacted in 1963 and the pension commission of Ontario was established. This 
act came into full effect from January 1 this year. It does not of course establish 


a government-operated pension plan but regulates and sets standards for private 
pension plans. 4 
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Two very successful interprovincial conferences, attended by federal gov- 
ernment observers, have been held in recent months with the purpose of 
designing uniform legislation for private pension plans. The federal govern- 
‘ment has co-operated fully with us in this matter. We welcome the statement 
made by the Minister of Finance in the House of Commons on December 18 
to the effect that when general agreement has been reached among the prov- 
inces, the government will introduce similar legislation applicable to employees 
under federal jurisdiction. If you have any questions or comments on the rela- 
tionship between the regulation of private pension plans and the subjects under 
discussion today, we will be glad to hear them and so give you the best answers 
that we can. | 

Our brief is short. It covers some general criticisms which we have made 
in the past about the Canada Pension Plan and makes some broad suggestions 
to meet these criticisms. 

There may be implications of some of the suggestions which we have not 
fully investigated. We believe, however, that changes of this general nature are 
needed if the plan is to serve its purpose effectively and efficiently. 

We make no specific suggestions regarding the economic and financial 
implications of the plan. Basically, we agree with the economic report prepared 
by the federal Department of Finance which says that the economy will beable 
to adjust to the Canada pension plan without serious problems. This does not 
mean, however, that the effects will be insignificant or that the present financ- 
ing proposals should be adopted without regard to other major government 
programs that may be in prospect. We feel that if those who made the economic 
study had been given wider terms of reference which would permit them to 
discuss alternative methods of financing the plan, there may have been recom- 
mendations for changes. Specifically, we are thinking of the size and build-up 
of the fund and the collection of contributions through what amounts to payroll 
tax. 

Our suggestions concerning the level of benefits reflect our position that 
the Canada pension plan should contain a larger welfare element as befitting a 
government’s responsibility to provide for the security of all the residents of 
the country. The additional amount we suggest which should be paid to recip- 
ients of old age security, the minimum pension and the shortening of the 
earnings base would reduce the disparity between the largest and smallest 
pensions. It would be of great benefit to many present and future pensioners 
who otherwise would receive little or nothing from the introduction of the 
Canada pension plan. 

Some of the recommendations in our brief could be adopted independently 
of any others. In other instances there is a direct connection between two or 
more recommendations. If any suggestions were accepted which would result 
in increasing cost to the plan, it might be advisable to consider others which 
would have a balancing effect. 

We apologize to the joint committee for the fact that notification of our 
wish to submit a brief and appear before you could not have been given at an 
earlier date. We are indeed sorry that copies of our brief due to delay in the 
mails did not reach you sooner. I gather there was some inconvenience for which 
Wwe are sincerely sorry. We are sure that the members will appreciate the 
necessary haste in which the brief was prepared and submitted since it had to 
follow the decision of the Ontario government made in the month of January 
not to establish its own comparable pension plan. We thank you very much for 
rearranging your program in order that we may be heard today. 

With your permission I would like to read just a little of the introduction 
to our brief, but certainly not the whole brief. 
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Ls Ontania has given careful and serious consideration to ‘the: sever -al 
proposals of the government of Canada for a nation-wide contributory pension 
plan. The Ontario government has been most concerned in the light of its 
constitutional position to carry out fully its responsibility to the people of On- 
tario. The government believes that the adoption of Bill No. C-136 as it stands 
would result in the acceptance of a plan deficient in achieving the most desirable 
results for an expenditure of the magnitude involved. This submission indicates 


what some of these shortcomings are and provides suggestions for improve- ‘ 
ments. 


2. Although the government of Canada has indicated on several occasions 
that the basic principles of the Canada pension plan are unchangeable, the 
government of Ontario is not prepared to accept this policy as the last word and 
hopes that the government of Canada will be persuaded to give favourable 
consideration to the constructive suggestions offered by Ontario. i 


B. Basic Criticisms 


3. Ontario’s principal criticisms of the Canada pension plan are: 7 
(a) Adequate advance consideration does not appear to have been given 
to the full financial and economic implications of the present prog 
posals and possible alternatives, and 

(6b) the lack of co-ordination between the Canada pension plan, old age q 
security and other government welfare and social security programs, 
results in inadequate provision for those most in need. a 


* 


a 

C. Summary of Recommendations a 
4. Ontario has voiced its comments on the Canada pension plan at six fed- © 

eral-provincial conferences since July 1963. In addition, the prime minister of | 

Ontario has exchanged letters on the subject with the Prime Minister of Can- | 

ada and Ontario officials have met with federal government officials on numer- ~ 

ous occasions. Consistent with the principles to which Ontario has adhered % 
throughout these exchanges, the following recommendations are made: aq 

(a) the federal government should obtain the opinion of the royal com- 
mission on taxation on the implications of the Canada pension plan 
on fiscal policy and the incidence of taxation. If the tax commission 
finds that the proposed method of financing the Canada pension plan 
is inconsistent with its own recommendations, alternative methods | 
should be considered. (paragraphs 11 and 12). 

(6) The old age security and assistance programs and the Canada pen- a 
sion plan should be treated as a single program geared to the needs 

of older people. (paragraph 15) 

(c) A flat benefit of perhaps $25 a month should be provided under ine 
Canada pension plan from January 1, 1967 to all persons receiving 
old age security benefits. (paragraph 19) 

(d) A minimum pension of perhaps $25 a month should also be paid to 
all persons qualifying for benefits under the Canada pension plan. 
(paragraph 20) 

(e) The 42-year earnings base should be abandoned. In its place, a 
shorter period, perhaps the ten last or ten best years of earnings; 
should be used. (paragraph 27) 

(f) In cases of early retirement, certain years between retirement and 
age 65 should not be counted in calculating the earnings base. (pata 
graph 30) 

(g) The earnings index should be abandoned and the pension index basec d 
on the cost of living substituted for it. (paragraph 32) 

(h) A retirement test should be used to determine entitlement for bag th 
Canada pension plan and old age security benefits for person ‘ s 
between the ages of 65 and 70. (paragraph 35) . 
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(i) The exemption of contributions on the first $600 of earnings should 
be eliminated. (paragraph 37) 

(j) A transition period of twenty years rather than ten years should be 
| adopted for the Canada pension plan. (paragraph 40) 


5. In making the above recommendations, Ontario is not raising new 
issues at the eleventh hour. It is merely making concrete suggestions as to how 
its previous criticisms can be met in order to clarify its position for the special 
joint committee of the Senate and of the House of Commons. Ontario has no 
desire to raise insuperable difficulties that would make the plan impossible. It 
is convinced, however, that changes proposed in this submission are desirable 
to achieve what the Minister of National Health and Welfare has described as 
‘a comprehensive plan to apply to as many people as possible in this country”’. 


6. These recommendations are submitted in a spirit of co-operation and in 
the hope that the committee and the federal government will act on them. 
Ontario believes that they will correct some serious shortcomings in the Canada 
pension plan as proposed in Bill No. C-136. In view of the profound impact 
that the Canada pension plan will have on the welfare of Canadians and the 
future development of this country, it is essential that the best plan possible 
be adopted. 


7. The government of Ontario appreciates that previous discussions have — 


resulted in some notable improvements in the Canada pension plan since it was 
first introduced. In particular, it welcomes the inclusion of survivors’ and dis- 
ability benefits, made possible by the constitutional amendment which Ontario 
supported. It welcomes the safeguards to ensure that significant changes in the 
pension plan are made only after agreement with the provinces and to allow 
a province to withdraw from the plan after two years’ notice. In addition, the 
availability of the reserve fund to the provinces meets one of Ontario’s previ- 
ous criticisms. 

| Gentlemen, that is all I wish to say. I have given you a summary of our 
brief which is elaborated in the remaining pages. 

The CHarRMAN (Mr. Cameron): Thank you very much, Mr. Coward. Have 
you anything to add, Mr. Stevenson? 

Mr. D. W. STEVENSON: (Director of Economics Branch, Department of Eco- 
nomics and Development, Province of Ontario): No, thank you. 

The CHAIRMAN (Mr. Cameron): Gentlemen, the following members have 
indicated a desire to ask questions: Messrs. Aiken, Knowles, Chatterton, Mrs. 
Rideout, Senator McCutcheon, Mr. Munro, Mr. Francis, Mr. Gray, Mr. Lloyd 
and Senator Croll. 

Mr. AIKEN: Mr. Chairman, I would like to ask Mr. Coward puntiatleete 
about clauses (c) and (d) on page 3 concerning the flat benefit. Would these 
two proposals actually give a minimum of $25 per month to everyone over 65 
whether or not they are in the Canada pension plan and whether or not they 
are taking their old age security at an early date? 

f Mr. Cowarpb: Our proposal would give the additional $25 a month to every- 
one whether or not he is or ever was in the Canada pension plan. However we 
suggest it should be paid only if the person is receiving old age security so that 
until he becomes qualified for old age security, he could not qualify for the $25 
a month. 
Mr. AIKEN: To follow that up, suppose a person had taken the option that 
As given in the bill to take his old age security at the age of 65. Would he 
der these circumstances be permitted to take the additional $25, or would 
Bis proposal be a substitution for the earlier option of accepting the old age 
ig 
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Mr. Cowarp: If he takes old age security at the age of 65 when he 
permitted to do so, he would receive the additional $25. Under our proposal the 
old age security would not be reduced, but would be subject to a retirement 
test. Therefore as soon as anyone becomes qualified for old age security he 
would have an income of $100 a month from the two plans combined. . 


Mr. AIKEN: And this will also apply in the future as well as during the 
transition period? me 


Mr. COWARD: Yes, sir. 


Mr. AIKEN: So in the result there would be a minimum pension for everyone 
reaching the old age security age of $25 whether he has contributed to the 
Canada pension plan or not. 4 

Mr. Cowarp: Subject to the retirement test, yes. 


Mr. D. W. STEVENSON: Suppose a person has not made any contribution to 
the Canada pension plan during his or her working career. I do not think we. 
envisage that this person would receive the minimum pension. For example, 
I am thinking of a housewife who had never contributed, and who therefore 
would not be subject to receive the minimum in the future. 


Hon. Mr. McCutcHeon: Actually at any time, if she contributed even a 
five cent piece, with the elimination of the $600 exemption, she would be 
entitled to the minimum? 


Mr. KNOWLES: I would like to ask one or two further questions on the 
subject which Mr. Aiken has been discussing. I understand that you are recom-— 
mending that everyone on old age security—in other words, everyone over 10% 
for certain—would get an extra $25 a month starting the first of January 1967? 


Mr. Cowarp: If he draws old age security already, which is subject to the | 
residence test, yes. i. 


Mr. KNOWLES: People who meet the two tests will get it, but what about © 
people under 70 or those precisely between 65 and 70? You are not recom- ~ 
mending payment of old age security at $100 a month across the board. You _ 
are recommending rather a $25 payment to those on the Canada pension benefit, — 
or who are on old age security. 


Mr. Cowarp: We had a number of discussions here and I think our final. 
conclusion was that it should be available to everyone in spite of what Mr. 
Stevenson has said. I think we sawed it off at a different place at some point in ~ 
our discussion. The final recommendation is that $100 a month would be- 
available to everyone. | a 


Mr. KNOWLEs: Just to proceed further in order to get this point clarified, ~ 
is it this: that those 70 and over would get $100 per month, that is, $75 old 
age security plus the $25 supplement, and those who are from 65 to 70 would 
get it subject to a retirement test? 

Mr. Cowarp: Yes, sir. 


Mr. KNOWLES: Would that retirement test be the retirement test which is 
now in the Canada pension plan? 


Mr. Cowarp: We have not considered whether modification of the retiremen 
test would be necessary. 4 


Mr. KNOWLES: However you would try to simplify it? a 


Mr. Cowarp: It would be on those lines without any doubt; it would be 
based on income earned. . 


Mr. KNOWLEs: In order to try to simplify it you would change the present 
old age security arrangement at the moment which is $75 a month, to those of 
70 and over without a means test, and $75 to those between 65 and 70 with 
a means test. What you are recommending is $100 a month at age 70 and over 
without any test. Other than residence and age, and $100 for those between 
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65 and 70 subject to a retirement test, the details of which you have not yet 
worked out? 


Mr. CowarpD: Yes, you are correct in interpreting the conditions under 
which these benefits should be paid. 

Might I add that we are not saying that $25 is the amount without any 
qualification. We have said that there should be an additional flat benefit paid 
from the Canada pension fund, but whether it should be $25 or more or less, 
we have left open. 


Mr. KNOWLES: I saw that word ‘“‘perhaps”’, and I was trying to ignore it. 


Mr. Cowarp: I would not like to think that we are committed as part of 
our policy to a minimum benefit of that particular amount. 


Mr. KNOWLES: The cost of this $25 a month in either case, I take it from 
what you have said just now, would be charged to the Canada pension plan 
fund rather than to old age security or to consolidated revenue. 


Mr. COWARD: That is correct. 


Mr. KNOWLES: Do you feel that the other suggestions you have made such 
as lengthening of the maturity period, and the other suggestions, would make 
possible the payment of these funds without throwing the Canada pension fund 
awry? 

Mr. Cowarp: Yes, sir, we think that. We believe that the $25 addition to 
recipients of old age security and the $25 minimum could be paid from the 
present contributions to be received by the fund for some years. But never- 
theless, in order that we should not disturb your present plan too drastically, 
we have suggested two other changes which would have the effect of pro- 
viding additional funds from which this benefit could be paid. These two are 
of course the charging of contributions from the first dollar of earned income, 
and the lengthening of the transition period. . 


Mr. PrittiE: Would those additional payments reduce the amount which is 
available to the province for lending purposes? 


Mr. Cowarp: Yes, they will. If you adopt our entire recommendation— 
which I hope you will—the amount available to the provinces, that is, the size 
of the Canada pension fund, would be reduced. It would be reduced substan- 
tially, but there would still be a very considerable fund. 


Mr. KNOwLES: In proposing these $25 additions, you will note from the 
record that suggestions for improving the position of the recipients of old age 
security have been made quite frequently in this committee. Some of us feel 
this is a gap which should be looked into. But has your committee or the 
government of Ontario considered the possibility of paying for this in some 
other way such as out of the old age security fund or out of consolidated 
revenue rather than out of the method by which the Canada pension plan fund 
is raised? 

Mr. STEVENSON: Earlier in the recommendations we express the thought 
that the financing of the Canada pension plan should be looked at by the royal 
commission on taxation in a very preliminary way. However, if our recom- 
mendations were adopted, or the basic elements of them, I think there would 
be a case for some reviewing of the finances. For one reason, you would dispose 
of a considerable portion of the expenditures now made for old age assistance 
which are now paid from general revenue divided between the province and 
the federal government. 

Similarly with the larger element of welfare in the benefit formula which 
we recommend, relationship between contributions and the benefits would not 
apply to the same extent. 

We believe that in any wage related benefit you, of course, have to have 
an element of contribution based on income. But one of the considerations 
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which the capa commission on iain riot Hern ais bs ceuitet is saves fac ct 
that there would be closer ties between the old age security principle and these 
recommendations. 

Secondly, in the type of financial structure which the revel commission 0: n 
taxation will be considering, they will be thinking of the competitive position 
of the Canadian economy generally. We believe the contributions under the 
Canada pension plan as now proposed constitute basically, a payroll tax. It is 
possible that the royal commission on taxation might feel more reliance could 
be placed on indirect sales taxes, or perhaps there is a greater case for mo: e 
coming out of general revenue or income type taxation. 

We have these things in mind in making the recommendation that the 
financing be reconsidered. : 


Mr. KNOWLES: In other words, your implied suggestions in regard to th: 
$25 are not sacrosanct? There is a supplement? If we provide that supplement 
and pay for it in some other way, you would be happy? 


Mr. STEVENSON: Yes, but we have made some rough estimates that tha | 
Canada pension plan fund could pay for the supplement, with other recom- 
mendations. 


Hon. Mr. Crouu: Following your suggestion, Mr. Stevenson said they made 
some rough estimates. Will you indicate what your rough estimates would be 
under items (c) and (d)? 7 

Mr. Cowarp: I think it would be very difficult for me to answer your 
question here and now, but I would be glad to supply a note on what uns 
estimates indicated. | 


Hon. Mr. Crotu: Both under (c) and (d)? 


Mr. Cowarp: Yes. We have these blended in a form that would be aimeulll 
for us to translate conveniently for the present. I take it that you are speak 
of the plan for Canada excluding Quebec? 


Hon. Mr. Crouu: Yes. 


Mr. Cowarp: I would prefer to prepare this and send it in with a minimum q 


of delay. q 


Mr. Cote (Longueuil): Mr. Chairman, perhaps Mr. Osborne could give usil 
a rough figure. q 
Mr. J. E. E. OSBORNE (Director, Research and Statistics Division, Department 
of National Health and Welfare): Is it your wish that those figures be cal- 
culated, Mr. Chairman? 4 


The CHAIRMAN (Mr. Cameron): That is up to the committee to decide. It 
probably would not hurt to have an estimate from Mr. Osborne as well. 


Mr. KNOWLES: Would this not involve figures given in answer to Senator 
Croll? 


Mr. COTE (Longueuil): I think Mr. Osborne has them in his mind. 


The CHAIRMAN (Mr. Cameron): Would you like Mr. Osborne to prepare q 
an estimate of the approximate cost of (c) and (d) in the brief of the Ontario > 
government? q 


Mr. CHATTERTON: I certainly had in mind that we should have the sta fff 
prepare an over-all figure—if not an exact figure, at least an approximation. | 
The CHAIRMAN (Mr. Cameron): Shall we leave this until the end, and 
decide what we want our own economic adviser to prepare for us? a 
Mr. OSBORNE: Will this $25—if that is the figure—payable as a supple-_ 


ment to old age security out of the Canada pension plan fund, also be payable 
in the province of Quebec? ‘ig 
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Mr. Cowarp: It was our thought that the $25 for Canada, other than 
Quebec, would be paid out of the Canada pension plan. If a corresponding 
| benefit is provided in the province of Quebec, it would agit be provided 
out of the Quebec pension plan. 


Mr. KNOWLES: That way of paying it is not sacrosanct? In other words, 
if we are interested in providing the $25 across Canada we would almost have 
to have a universal figure. 


_ Mr. STEVENSON: If you were to make changes in the method of financing, 
that would be so. 


Mr. BASFoRD: How did you make the recommendation without knowing 
the cost? 

Mr. Cowarp: We made sufficient calculations to assure ourselves of the 
general feasibility of the proposals that we put before you, but we do not 
have the resources of your own department of insurance and your own tech- 
nical experts, and we do not want to enter into any competition with them. 

We have suggested a benefit of perhaps $25, and the amount that is 
finally adopted should—and I think would—depend on the calculations that 
are made to show the exact costs. 


Hon. Mr. McCutTcHEON: The over-all cost would be offset, as you sug- 
gested, by eliminating the $600 exemption—or the $800 exemption in the case 
of self-employed persons—by extending the transition period and by the offset 
against the welfare payments? 


Mr. STEVENSON: That is correct. 


Mr. KNOWLES: Mr. Chairman, I was going to switch but may I ask one 
parallel question? 

Is it assumed that if such increases were made or if such supplements 
were paid the corresponding program would have to be examined, such as 
payments to the blind and disabled. 


Mr. Cowarpb: Undoubtedly. 


Mr. KNOWLES: If we are making these increases, you would favour 
making them to those in these other categories? 


Mr. Cowarp: I think the situation of the other categories would need to 
be reviewed very carefully. I would not want to say that you would automati- 
cally increase them. 


Mr. KNOWLES: The difficulty you have in mind, I suppose, is that whereas 
old age security payments, under the federal statutes, are made 100 per cent 
by the federal government, these others are joint programs? 


Mr. COWARD: We have no doubt that those under the supplementary assist- 
ance programs would need to be reviewed very carefully. 


Mr. KNOWLES: May I ask a question in another area? 

I notice your recommendation in paragraph (e) on page 3 to the effect 
that the 42 year earnings base should be abandoned. I take it that you arrive 
at that 42 by taking the dropout years away from the 47 that obtain from age 
18 to 65. Instead you say that a shorter period of, say, the 10 last or the 10 
best years should be used. 
| I wonder, as a minor point, whether the 10 years in either of those cases 
would be consecutive or not. The 10 last years obviously would be consecutive, 
but would the 10 best years of earnings have to be a consecutive period? 


Mr. Cowarpb: Not necessarily, and we do not have any more detailed 
recommendation than we have given you. We have looked at the United States 
system as presently in operation, and under this system a person who retires 
this year may have a pension calculated on the best 10 years, which do re I 


‘believe, have to be consecutive. 
; 


2. 


x 
° 


4 
as 
a 


CW 


i Sukie tan oF ee a A hank ey Re ne Tee Thy eee 
é + eh eo wy TY ans 
an i vi 4 a% = 


1690 JOINT COMMITTEE 


_ ad; x 


The United States system, from time to time, has had a longer ba: e 
There has been a considerable number of amendments to the pension formula, 
and they have had “new starts”. On the new start basis the average is a 10 
year average. 4 

Mr. KNoWLEs: I recognize from what you say in your brief that you 
advocate this in part because it would be simpler and less complicated than 
the indexing formula that was in the plan. 4 

I wonder if you have made any studies comparing the results of a 10 
year base with the indexing formula that has been put forward. Never mind 
the fact that over a period of a man’s working career changes in the wage 
rates might be such that to escalate the base for a man’s pension might ac= 
tually give him a better pension than doing it in this way. } 4 


Mr. Cowarp: I would think this is quite improbable. If you would look 
at our brief, in which we elaborate on the item which is now under discussion, 
you will see our point which is that a person would have to have earned 
considerably above the national average in every single year of a 42 year 
period in order to obtain the maximum pension. 

On general reasoning, it would seem much more likely that this maximum 


pension could be reached if it were based on a 10 year average—a man’s 10 
best years. 


Mr. KNOWLEs: I realize we are both dealing in probabilities here without 
having statistics, but do you not conceive the possibility that a person after 
40 years might, on the indexing or escalating arrangement, get much better 
credit for the low wage he was getting years ago in terms of today’s wage 
index? a 

Mr. Cowarp: May I say this? Whether you eliminate the wage index or 
not, I am quite convinced that successive governments will keep these benefits 
in line with average wages. I do not think you are deciding whether to have ™ 
benefits that go up with average wages in this country or benefits that do not. 
go up with average wages; you are deciding whether to do it with an auto- 4 
matic built-in escalator factor or to do it through periodic action by the gOov- 
ernment of the day. ; 

The experience of the Canadian old age security, and of the American 
and of the British, shows quite convincingly that the government will take 
the necessary action from time to time. 4 

Let us agree, if it is done by periodic government action there may be — 
a period of years when nothing happens; and then there may be a substantial 
jump. Escalation is not quite so even. But there is no doubt at all that it” 
happens, and all the probabilities are that escalation would continue to occur. ~ 


Mr. KNOWLES: Are you not comparing unlikes here? I am talking about 
your proposal that the last 10 or the best 10 years of earnings be used as 
the base as compared with the Canada pension plan’s proposal for a 42 year 
period with indexing before the pension is calculated. Have not the present 
bill and yours built-in automatic features for determining the basis and the 
amount of the pension that the pensioner would draw? When you talk about 
a change in the figures by governmental action, that is a different thing and 
it could happen in any scheme. Are not the two things compared in paragraph 
(e) automatic or built-in elements? 


Mr. Cowarp: We think that the use of the last or best ten year average 


would replace, to a considerable extent, the automatic wage index factor, and 


that it is a matter of speculation whether the one would increase pensio 1S 
faster than the other. pt 


Mr. KNOWLES: That really is the answer to my question; you do not have 
any figures to set these two ways against each other? a 
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. Mr. Cowarp: No. 
| Mr. KNOWLES: You think that this is simpler, and on the basis of specu- 
lation you think it would be as good? 


Mr. CowaArpD: May I make one general comment at this time. Obviously, 
this problem will not arise in the first 10 years of the plan; it will not become 
acute until the plan has been running for some 20 years or more. But visualize 
the situation of people who are 18 years of age when the plan comes into 
effect. Forty-seven years from now they reach the age of 65 and retire, and find 
that their pensions are being cut back. They cannot reach the maximum because 
they had 10 or 15 years of relatively low earnings when they were in their 
20’s or early 30’s. I think you will realize that it becomes quite certain the 
plan would eventually have to be altered. 

Mr. KNOWLES: This is a point which others have addressed themselves 
to, and I think it is a valid point. But, the other suggestion is made to increase 
the number of drop out years allowed. 

Mr. COWARD: That would be a change of the same type as the one we 
have in mind. 

Mr. AIKEN: Mr. Chairman, I have a supplementary question. This partic- 
ular recommendation also would bear on those who would retire before age 
65 and have several years of zero earnings, which would bring their average 
down drastically. Is that not correct? 

Mr. CowarpD: That is correct. 

Mr. KNOWLES: The proposal to lengthen the maturity period from 10 
years to 20 years, I assume, would have the effect, in respect of those who are 
now 55 years of age, of cutting in half the pension that they could count on 
at age 65. 

Mr. CowaArpD: Except that many of them would receive the minimum 
pension of $25 a month, the pension would be reduced to 50 per cent for the 
rest of that group. 

Mr. KNOWLES: Now, if a person who might under the present bill antici- 
pate a pension of $104 gets only $52 under this cut-back he does not get the 
$25 on top of that. 

Mr. COWARD: No, sir. 

Mr. KNOWLES: Certainly not between the ages of 65 and 70. 

Mr. CowArpb: No. 

Mr. KNOWLES: Would he get it at age 70? 

Mr. Cowarpb: No, there is nothing on top. The $25 is a minimum. But, 
if the gentleman that you are talking about has a father who is 84 years of 
age the father will get the $25 a month, and I think it is reasonable that some 
of us should pay for our aged parents. 

Mr. KNOWLES: That does take us back to the other question. I under- 
stood clearly that the $25 would be added to those over 70 now drawing old 
age security. 

Mr. COWARD: Yes. 

Mr. KNOWLES: But people who, in the meantime, attain age 65 ten or 
twelve years from now can get the Canada pension, but when they attain 
the age of 70 years they would not get the extra $25? 

Mr. CowarpD: They would have their pension made up to a minimum of 
$25, or to a minimum of $50 for a married couple, but they would not get $25 
flat plus the Canada pension. 

_ Mr. Know.es: Thank you. These $25 and $50 figures are not additions 
but guaranteed minimums. 
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Mr. COWARD: Yes. } : 
Hon. Mr. CrRoLu: Mr. Chairman, at this moment I think Mr. Coward should 
review the evidence because I was under the impression he used the words 
“on top”, and then he corrected it. But, there will be a conflict in the evidence 
unless it is properly corrected. I think your present answer is what I thought 


it meant but I believe your answer was different when you were replying to” 


Mr. Knowles. 
Mr. KNowtes: Earlier I was under the impression that all those age 70 
and over from now on received an additional $25. 


Mr. Cowarpb: I am sorry if I was not clear. What we said was that for 
those now receiving old age security it would be on top; for those who qualify 
for old age security and nothing else in the future it would be on top. For 
those who qualify for a Canada pension benefit it will be a minimum. 


If you adopt the $25 figure, which we have tentatively suggested, it will 
will have the effect of ensuring that there is a basic pension from government 
sources of $100 a month to every Canadian upon retirement. 


Mr. KNOWLES: I have one further question and I do not want you to think 
it to be an attempt to trap Mr. Coward or the government of Ontario, but 
this is a point which interests me and, I am sure, interests others. I have read 
very closely the statement which you have given to us this morning. I also 
was able to obtain a copy of the statement made by Mr. Roberts in the legis- 
lature on January 21. After reading it two or three times it seems to me to be 
very clear, certainly by implication, although there is not the exact sentence 
I wanted to see there, that Ontario has made the decision to come in. Am 


I correct in assuming that you are here to try to get us to make changes and 


you are going to do your best to make us make these changes, but if you do not 
get all the changes, in any case, Ontario is still in. Is that a fair interpretation? 


Mr. Cowarp: I think you had better stay with Mr. Robarts statement in 
that connection. I think he can speak for himself. 


Mr. KNowtss: If Mr. Coward has not the statement with him I can supply 


him with mine. But, perhaps, Mr. Chairman, it might be the wish of members 


of the committee that the statement which Mr. Robarts made in the legislature 


on January 21, when he tabled the brief, be added as an appendix to our 


proceedings. 


The CHAIRMAN (Mr. Cameron): Is it agreeable that the statement made by | 


Mr. Robarts in the legislature on January 21 be appended to today’s minutes? 
Some hon. MEMBERS: Agreed. . 


Hon. Mr. McCutcHron: Mr. Chairman, I think it should be agreed that — 


Mr. Coward should not be subjected to cross-examination on the contents of 
Mr. Robarts’ statement. 


The CHAIRMAN (Mr. Cameron): I think that is understood. I do not think — 


Mr. Knowles intends to proceed any farther along those lines. 
Are you finished, Mr. Knowles? 
Mr. KNOWLES: Yes, for now. 


The CHAIRMAN (Mr. Cameron): I am going to make a suggestion in respect — 


of members who wish to put questions. I would suggest that from now on 


4 


members will be restricted to one question, together with any supplementaries 


that arise from them, and if you have another question and someone else does 
not raise it later on then you can raise it the second time around. Is that 
agreeable? 


Some hon. MEMBERS: Agreed. 
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The CHAIRMAN (Mr. Cameron): I would suggest that only one topic be 
opened up by each questioner; then we will deal with any supplementaries 
and then pass on to the next member to open up another subject. Is that 
agreeable? 


Some hon. MEMBERS: Agreed. 
The CHAIRMAN: Will you proceed, Mr. Chatterton. 


Mr. CHATTERTON: May I start off, Mr. Coward, by commending the govern- 
ment of Ontario for their excellent proposals which, if adopted, would lead to 
a more comprehensive and fuller plan. It would also have the effect of re- 
moving some of the major inequities in respect of benefits to certain groups and 
would fill certain gaps. 

I would like to refer you to paragraphs (c) and (d). You indicated to 
Mr. Knowles that you thought supplementary benefits should be looked 
at again. You have said the $25 flat payment should be made payable to any- 
one who has contributed at all to the plan. In the present proposal the supple- 
mentary benefits become payable only after a minimum period of contribution, 
for instance in the case of disability, only after the contributor has paid for five 
years. Would you say this $25 minimum should become eligible as supplemen- 
tary benefit without these minimum contributory periods? 


Mr. Cowarp: I think you are asking me whether the $25 minimum should 
be paid to those who become disabled? 


Mr. CHATTERTON: Yes, or widowed. 
Mr. CowarD: Or, widowed. 
Mr. CHATTERTON: Or orphaned. 


Mr. Cowarp: There is, of course, a $25 flat minimum in the present Canada 
pension plan. 


Mr. CHATTERTON: But only after the minimum period of payment. 


Mr. Cowarp: I take it your quesion is whether the minimum period of 
payment should be eliminated? 


Mr. CHATTERTON: Yes. 


Mr. Cowarp: I think that might well be considered. But, we have no 
positive recommendation on this matter. 

May I make a very general remark; we have been concerned with a very 
few broad principles and we have not concerned ourselves with developing 
these into areas of detail. I do not think it is necessary or proper for the 
government of Ontario to come up with a detailed alternative plan, but we 
are prepared to accept the Canada pension plan subject to certain fairly major 
changes. ‘‘Accept”, of course, does not mean whether we join it or do not 
join it; it means that we heartily endorse it as a well designed plan. 


Mr. CHATTERTON: Do you feel that those in this gap between the ages of 
65 and 70 should be eligible for the old age security subject to an earnings 
test? 

Mr. COWARD: Yes. 


Mr. CHATTERTON: There is a large group which fills one of these gaps, and 
I am thinking of the group under age 65, who will not in any way be eligible 
even for your flat rate $25 pension. I am thinking of those who contributed 
under the plan, such as widows or those who already have retired and under 
age 65. Have you considered this group and considered any way of filling that 
gap? 

Mr. Cowarp: There are assistance programs which can be of help to that 
group, and under the Canada pension plan, subject to contributions being made 
for those periods which you mentioned, they will gain benefits. I would think 
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that when the plan has been in operation for aly a very few ens there will 


be a very high percentage of coverage for people in that class. | a j 


Mr. CHATTERTON: Those under 65 are not eligible for old age assim 
and if they have not contributed at all under the Canada pension plar 
they get nothing whatsoever. I believe those people are a fairly large group. 


Mr. Cowarp: They are eligible for disability pension and they may be 
eligible for unemployment assistance. There are programs that do apply to 
the group. a 


Mr. CANTELON: May I ask a supplementary question at this point? There 
are also those who have retired on private pension plans at the age of 50 
These people will have some years to wait before they are eligible under the 
Canada pension plan. Have you thought of including them? 


Mr. Cowarp: I am not sure what you mean by the word “eluding? 
whether you mean that they should be allowed to contribute during their retire- i 
ment or whether you mean that their benefits should start at the time that | 
they retire before the age of 65. 


Mr. CANTELON: What I had in mind was that these people will be at a 
serious disadvantage. The loss of the years from the age of 60. to the age ofl 
65 will obviously seriously affect their pension. 4 

Mr. Cowarb: During the transitional period their pensions will be rela- 
tively small. Our proposal that the pension be based on the past 10 years’ 
average earnings would ensure that when this plan has been running for some 
time they will not be penalized by having no earnings during the years from 
the age of 60 to 65. 


Mrs. RinEout: Mr. Chairman, Mr. Knowles asked the question in which 1 
was interested. Nevertheless, thank you very much. 


Hon. Mr. McCutcHeon: Mr. Coward, it is stated in your brief that thell 
government of Canada has indicated on several occasions that the basic princi- — 
ples of the Canada pension plan are unchangeable. Would you like to elabo-_ a 
rate on that statement? It appears in paragraph 2 of your brief. g 


Mr. Cowarp: Would you please refer to pages 29 and 31 of your com=-_ 
mittee hearings on November 24, 1964. The Minister of National Health and — 
Welfare was giving evidence and she said: q 


I am not really foreseeing that there will be great divergence on ques a 
tions of principle by the time you conclude these hearings. 
She also said: 

I have been a member of the lower house for only four years but I have 
never been a member of a committee which met where there was any 
suggestion of change in the underlying principle or anything of that 


nature, but there may have been suggestions in respect of matters of 
detail. - 


On April 20, 1964 the Prime Minister said in the House of Commons “The 
fundamentals of the plan had never changed; we have adjusted the details.” 


I think that these statements carry to our minds very clearly the implica- 
tion that the government of Canada has indicated that the basic principles of 
the Canada pension plan are unchangeable. 


Hon. Mr. McCutcHreon: Of course you studied all the plans. This is the | 
third plan we have had before us. On the basis of what the Prime Ministers 
has said, the principle of this plan is the same as the principle of the plan in- 
troduced 18 months ago. Whether you accept that or not, I have some ques-_ 
tions about that in my own mind. Do you consider that the recommendatio 1s 
you are making are changes in principle? A 
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Bary Comhinn: They are ahetanaied: changes but I do not think that they 
E. ire in basic conflict with the principles that the Prime Minister of Canada laid 
down early last year. That was a statement of principles. I do not think our 
¥. recommendations conflict with those principles. Nevertheless, they are fairly 
. nt ajor changes. 
Hon. Mr. McCutcuHeon: Fairly major changes have been made prior to 
this. 
. Mr. Cowarp: They certainly have. 
Xi Mr. Munro: Could I ask a supplementary question to Senator McCut- 
-cheon’s questions? I think the wording was that the fairly basic changes to 
which Senator McCutcheon referred had been made to the plan. They would 
have evolved through a series of federal provincial conferences in which 
Ontario participated and as a result of exchanges of correspondence at various 
times between the Prime Minister of Canada and the premier of Ontario, and 
also as a result of negotiations carried on between the federal officials and 
yourself. Is that correct? 


Mr. Cowarpb: No, sir. I would think that that is not true. I sincerely 
believe that the major changes were the result of negotiations carried out with 
the province of Quebec,. and did not arise directly out of the federal provincial 
conferences that have been held. 
Mr. Muwro: I would like to refer you to paragraph 4 of your brief, and 
more particularly to paragraph 7 on page 5. You seem to indicate there that 
the government of Ontario has appreciated the previous discussions that have 
taken place between the province of Ontario and the Canadian government, 
and in particular you are happy about the three items that were incorporated 
“as a result, presumably, of submissions from yourself and other provinces. 
You conclude by saying, 
In addition, the availability of the reserve fund to the provinces meets 
one of Ontario’s previous criticisms. 


As I indicated, you also state that you welcome the safeguards to ensure 
that Significant changes would not be made without Ontario’s agreement. I 
wonder how you reconcile this statement on page 5 with your answer to 
i ‘Senator McCutcheon? 


Mr. Cowarp: Mr. Munro, we genuinely welcome these things, and we 
think they have made this plan into a better one. However, one of these things 
touch in any way the benefit and contribution structure of the plan which 

_we think is of major concern at the present time. The inclusion of the sur- 
_vivors’ and disability benefits does touch the benefit and contribution structure, 
but the retirement benefit formula and the level of the contributions are not 
things which were affected by the representations made by the province of 
- Ontario. 

Mr. Munro: You are probably referring in particular to the transition 

period. Is that so? 


Mr. Cowarp: No, sir. I am referring to the whole benefit and contribution 
structure of the plan: the ceiling, the contribution exemption idea and its 
— level, the amount of contributions, the formula for the benefits, and in general 
_the matters related to the financial structure of the plan, that is the benefits 
‘ and the contributions; the way in which those affect the man in the street. 
As I say they have been developed with little regard for the briefs that had 
been presented by Ontario. 

a Mr. Munro: If I may continue to follow that line of questions, surely I 
aa think that—subject to correction by you, Mr. Coward—the basic prin- 
a pple involved here is that this is an earnings related pension plan, that it is 
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related to the earnings of employees upon which they make contributions. I 
wonder what your opinion is. Would you regard this as one of the basic prin- 
ciples of this plan? 


Mr. Cowarp: Statements have been made that this is a pension plan, 
and statements have also been made that it is a welfare plan. I myself would 
prefer to go along with the suggestion that it is best thought of as a social 


insurance or a social security plan. It was called a social security programme 


in the white paper that was issued by the government. I would go along with 
that concept. 


From this I would not draw the conclusion that the benefits must be 
wholly related to earnings, nor would I draw the conclusion that they should 
disregard earnings. I think we are up against a practical problem where we 
are proposing, on the contribution rates that are set out in the plan, to collect 
in the first year in excess of $400 million for Canada apart from Quebec, rising 
to in excess of $600 million after 10 years. If you are collecting money of that 
sort I think you should decide where it would do the most good for the most 
people at the present time. One of your criticisms is that you have gone 
overboard in following the earnings related principle in this plan. 


Mr. Muwro: I have one final supplementary question. Have you ever 
questioned this basic principle of what you call this plan, namely a social 
insurance plan; in any of your negotiations have you ever rejected this basic 
principle and suggested an alternative? 


Mr. Cowarp: From the time the plan was first proposed we have pointed 


out, with increasing emphasis, that the plan leaves a large section of the 
population with no benefit from this particular plan. I have not forgotten, of — 


course, that they will receive old age security benefits. 


Mr. Munro: I was not particularly referring to certain gaps that had been 
dealt with in this committee. My question was in respect of the basic prin- 


ciple of this being a social insurance program as you call it. Have you ever © 


objected to this basic principle of this program in the past? 


Hon. Mr. McCutcHeon: What basic principle is the questioner speaking 
about? 


_ Mr. Munro: I have already put the suggestion to Mr. Coward that this 


is an earnings related program and he indicated that so far as he is concerned 


he feels the basic principle underlying this plan indicated it was a social. 


insurance program. Using his own terminology I am inquiring whether the 
province of Ontario ever has rejected this basic principle and offered an alter- 
native; for instance, I note that you are recommending an increase in the 
transition period, and I believe Ontario has been very insistent on that all 
through the negotiations. 


Mr. Cowarp: And the province of Quebec. 


Mr. Munro: I realize that, but it would seem to me that emphasis on the © 
transition period is an argument in respect of the basic concept of this plan © 
that it is based on an earnings related principle and based on contributions © 
based on earnings. I wonder whether you have ever rejected this basic principle © 


and offered an alternative to it? 


Mr. Cowarp: I think the government of Ontario and its officials have — 


repeatedly drawn your attention to the fact that the plan leaves out approxi- 


mately one million persons over the age of 70 and will leave out other sub- | 


stantial groups. We are suggesting that the benefit should be extended to those 


groups. I have no doubt in my mind that this has been the burden of our | 


objections for some time. 
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Hon. Mr. McCutcHEeon: Moving away from the earnings related principle 
to that extent. 

Mr. CowarpD: We are advocating a mixed plan with a flate rate element 

and earnings related element. . | 

Mr. Munro: In advance of this proposal, have you made a suggestion that 
there be a mixture of two basic principles, the flat rate and the earnings 
related. 

Mr. Cowarp: I do not think it is this easy to speak about principles. I think 
we have suggested the plan should be divided to meet two things. We recognize 
and accept that there should be an earnings related element. We also are very 
conscious of the obligation to those persons who now have $75 a month and 
never will get any more except through a small degree of escalation. We believe 
the plan should try to cover all of the problems. 

Mr. Munro: But, Mr. Coward, it is not I who used the terminology of the 
basic principle, it was you in answer to Senator McCutcheon. However, it is 
to you I am looking to for an answer. I would have thought you meant the 
earnings related principle and the flat rate principle which presently are basic 
concepts of the Canada pension plan. If this is not what you are referring to, 
I would appreciate your stating what you do mean. ‘ 

' Mr. CowarpD: What we say is the government of Canada indicated that the 
principles are unchangeable. 

Mr. CHATTERTON: Mr. Chairman, on a point of order, I believe the ruling to 
the effect that members be limited to one question also should apply to sup- 
plementary questions. May I ask one supplementary question? 

The CHAIRMAN (Mr. Cameron): You may in a minute. I have been listening 
very carefully and I think Mr. Coward did answer the question when he 
replied to Senator McCutcheon to the effect that the changes or improvements 
that the province of Ontario is proposing do not interfere with the basic principles 
of the bill as we understand it. Is that not correct? They are changes, they 
are improvements, but they do not interfere with the fundamental principle. 

Mr. COWARD: Surely, the purpose is to design a plan that will best meet the 
needs of all the people of Canada whether they are now retired or not, and 

whether or not they will have earned income in the future. It is our honest 
and sincere desire to improve the Canada pension plan to give most benefit 
to those where it will do most good. We have no other purpose in coming here. 

The CHAIRMAN (Mr. Cameron): I think we understand that. 


Mr. CHATTERTON: We now see how cooperative federalism works when two 
major recommendations are ignored. My question is— 

Mr. BAsForD: On a point of privilege; the brief in paragraph 7 clearly 
states that a number of suggestions already have been accepted. Mr. Chatterton’s 
remarks are without foundation. 

The CHAIRMAN (Mr. Cameron): I think Mr. Chatterton probably will wish 
to rephrase his question. 

Mr. CHATTERTON: That was a statement. My question is this: In respect 
of paragraph 4, do I take it that the objectives of your proposals had been put 
at the federal-provincial conferences? 

Mr. COWARD: Yes, sir. 

Hon. Mr. McCuTcHEon: Except the one in Quebec which you did not attend? 

Mr. Cowarp: Yes, sir, if that is counted as a federal-provincial conference 
within the meaning of Mr. Chatterton’s question. 

Hon. Mr. Crouu: I have a question that is supplementary to the supple- 
mentary. In the course of discussions on the Canada pension plan, I do not recall 
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any suggestion comparable to the suggestions being made here now with regard 
to the old age security portion of it. I am wondering whether it has bee a 
discussed and I might have missed it. I see it for the first time in the Ontario 
brief. Mind you, we had that discussion with the other people who came here, | 
but that was since the committee started. Previous to that I do not recall 


Ontario publicly raising that portion of it. Did I miss it or was it ever raised 
publicly? 


Mr. Cowarp: That has been raised repeatedly, but without a specific sug- — 
gestion as to how you should deal with the matter. Repeatedly we have said ; 
that this plan leaves out a large group of persons now retired and leaves those — 
who shortly will be retiring without the opportunity to contribute to the plan. 
We have said you should do something about it, but previously we have not — 
made a recommendation that there be a flat benefit designed on these lines. — 
We felt when we came here it was our obligation to carry the discussion a little 
further and show you the type of thing we had in our mind. 


Hon. Mr. Crouu: For myself I welcome it, of course. Getting back to the 
question of the principle, you said this is a mixed plan between pension, 
welfare and general social security. Actually, we could leave the pension plan — 
as is and improve the social security aspect—part 4 is what I am referring — 
to—without doing harm to the total plan at all. 


Mr. Cowarp: It would be my view that that would not be a satisfactory 
way of handling the matter because of the financing arrangements, which are © 
quite separate for the two parts of the plan. We believe, if you build up a very — 
large fund amounting to five, seven, or perhaps more billions of dollars for the } 
Canada pension plan, and you have an old age security benefit entirely supported | 
by three other taxes, that however high you have raised your old age security — 
there will be pressure to draw on the fund of the Canada pension plan. 


Hon. Mr. CRouL: You now are well into the future, are you not Mr. Coward? q 


Mr. Cowarp: I do not think so. The fund runs into billions of dollars after _ 
five years. . 


Hon. Mr. Cro: Except that it does not belong to the parliament of Canada. — 


Mr. Cowarp: This, perhaps, is not the point. I think the pensioner who had > 
no opportunity to draw from that fund will not look at it in this light and say q 
it does not belong to the parliament of Canada. | 


He will undoubtedly see a huge fund, and he will see his own pension 


which he will obviously think is inadequate, and he will want to have part of © 
that fund. = 


Hon. Mr. McCutcHeEon: He will take the same objective view that people | 
took of unemployment insurance. 


a 


Mr. Cowarp: That is an example which is in our minds. 


Mr. Gray: Do I understand you to say that to avoid pressure on the Canada : 


pension fund in future you suggest a measure which would have the fund j 
drawn upon right away? ; 


Mr. CowarD: We would like to see the fund built up a little less rapidly — 
than is presently proposed. We would like to see it designed on the basis that : 
all groups in the population have some claims upon it, and we believe you — 
would get a sounder over-all plan if you do this. ¥ 


Mr. Gray: In other words, you are not concerned about the plan being © 
drawn on now by those groups, but just the possibility that those same groups 
will want to draw on it in the future. a 


Mr. Cowarp: I think the fund should be drawn on now, or rather on the 
first of January, 1967, for those already retired. 


’ 


a 
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Mr. Munro: Mr. Chairman, relating to a matter which Mr. Knowles raised 
I also wish to indicate how welcome and happy I think we all were with 
i Robarts’ statement with respect to the Canada pension fund which was 
given in the legislature a short time ago. It was a great deal of encouragement 
to us all, I am sure. I do not see the purpose really of Mr. Knowles’ question 
because in indicating the welcome as far as Canada’s conditions are concerned, 
and her beginning to help in respect of the plan, I assume Mr. Robarts had 
clearly indicated that as far as Ontario was concerned they were in the Canada 
pension plan, and I believe he said it was an irrevocable decision on his part. 

I certainly wish to indicate to the Ontario representatives here how happy 
we are with this decision on Ontario’s part, but I do not think there is any 
question or reason for many of the suggestions which Ontario has in its brief, 
that they are not ones which will be considered, or which have been raised 
before in other briefs. Personally, I do not think that many of them involve 
any alteration of basic principles, but I suppose it is everybody’s opinion what 
is a basic principle. . 

Mr. CowarpD: That is gratifying, because if the plan does not involve 
changes in basic principles it will be that much easier for the government of 
Canada to accept our proposals. : 

Mr. Munro: I wondered about considering different basic principles. 
Hon. Mr. McCurTcHEon: He has said that already once before. 


Mr. Munro: Do you agree that the changes you have made are not changes 
in basic principles? 

. Mr. Cowarp: If it would assist you to adopt them, then I would. If you 
are willing to adopt the changes we have suggested to make this a better plan, 
and if it is agreed to by all the provinces in Canada, it would become a 

shining example of co-operative federalism. 

I am quite aware, of course, of the statement made by Mr. Lesage last 
week indicating that he will not introduce the Quebec pension plan until he is 
given the result of representations which the government of Ontario would 
make to you. 

. Mr. Munro: This recommendation is quite a substantial change. I shall 

avoid calling it a basic principle for the time being, but the basic change 

indicates perhaps a $25 increase in the flat benefits. As I understand your 
answer to a previous question, this suggested change had never been made 
until this time, and in these terms had never been expressed before. 


Mr. Cowarp: It has not been expressed so specifically, but it has been 
included in our representations, comments and briefs going back to July, 1963. 


| Mr. Munro: I think it is a suggestion which certainly should receive con- 
sideration, and as Mr. Coward himself has stated, this suggestion of $25 is 
being advanced in these terms, and it is now being put in this statement, and 
it has never been suggested in that amount before. Mr. Coward himself has 
already indicated that he is not prepared—because they did not have the 
Officials to examine into this matter—to give us any estimate as to the cost of 
“providing this additional amount. I wonder if he does not feel that perhaps 
that suggestion—which I think we all agree is a very substantial change at this 
‘time and was not expressed before—does involve a considerable amount of work 
on the part of somebody? Because, as you yourself have indicated, even to give 
an estimate of what is involved would be beyond your capability or the 
capability of the province, and presumably it would have to be undertaken 
-as a study by someone. 


Mr. Cowarb: Are you suggesting that an obstacle to adopting it is that 
there will be a considerable amount of work to be done by your officials? 
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Mr. Munro: No. What I suggest is that I think in view of all the con- 
ferences—I believe there has been six federal-provincial conferences and nego- 
tiations which have gone on—it would have been helpful if Ontario had come 
up with this very noteworthy suggestion for a change at some earlier period? 

Mr. KNOWLES: Such as at the Quebec conference? 

Mr. Munro: Even if it had been brought forward prior to, during, or even 
after the Quebec conference it would have given us some opportunity to discuss 
the very notable changes with other provinces. 

Mr. CowarpD: There are a number of things which have been raised here, © 
one as regards the responsibility that we have to provide actuarial estimates of 
costs in the changes which we propose. We have had actuaries making estimates 
for us for some considerable time, but I am afraid these estimates have a short 
life. They become out of date very rapidly. We have had some estimates made ; 
partly on the basis of the adjustment of previous reports and partly on new | 
tentative calculations. We have had estimates made on a tentative basis, but — 
I do not think we should place them before your committee. : 

We have the greatest confidence in your technical staff, and we have no 
kind of quarrel with your actuaries’ estimates and methods that they have used — 


a 


in preparing their reports. And if you adopt our suggestions, or before you adopt 
them, I am sure you will have a cost estimate made. 

As to the question whether this has been raised before, we have repeatedly — 
pointed out this gap in the coverage, and repeatedly suggested that something 
should be done about it. This time we have suggested that there be a flat benefit — 
of $25 integrated with the amounts under the Canada pension plan, in the way — 
which was mentioned in our brief. What we have done is to put a figure of 
perhaps $25 on the suggestion previously made. If after examination you feel 
that the figure should be $20, or $30, or if you think that the 20 year transition 
period should be one of 18 years, or if you think you should base your pen- 
sions on the last 12 years average instead of the last 10 years, we will be quite 
happy. 

We feel that changes of this broad nature in these directions are necessary 
if the plan is to do a good job for all the people of Canada. We feel that there is 
no question that those who have already retired are more needy now than those 
persons who retire 10 years from now, who have had good earnings and who 
will get $104 a month pension. This is the basis of our whole presentation. | 


Mr. Munro: Have you people in the last two weeks or the last two months 
requested any information from the technical staff in Ottawa to which you have ~ 
just referred of what would be an estimate of the cost as far as your recom- 
mendation of $25 or any comparable figure is concerned? 

Mr. Cowarp: No sir. 

In order that there should be no misunderstanding, our actuaries, Messrs. 
Murden and Eckler, who are both consulting actuaries, have been in touch with ~ 
federal government officials in order to compare notes on certain matters of 
mutual interest during the course of last year. I would not like you to think that 
our actuaries have had no conversation whatsoever with federal actuaries. 


Mr. Munro: They have had no dealings with the chief actuary for Canada — 
in respect of this proposal, as of this time— 


Mr. Cowarp: The chief actuary for Canada? 


Mr. Munro: —or the technical staff in Ottawa, be they the actuaries or 
economic experts? 


¥ 
Mr. Cowarpb: They have had contact with the actuaries in the department — 


of insurance, who are responsible for the actuarial reports for the Canada pen- © 
sion plan. | 
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Mr. Munro: Was this in respect of the suggestion? 


! Mr. Cowarp: Not specifically with respect to that suggestion, but with 
_ respect to broader aspects of population estimates and the percentage of partici- 
_ pation and such like matters which are, I think, of common interest. 


Mr. Francis: Mr. Chairman, I think Mr. Coward has indicated a point 
that would seem to be the heart of the criticism, and that is the benefit structure 
itself. 

I have tried to think what is the comparison of the recommendations in 
the Ontario brief and the provisions of the Canada pension plan as it is now 
before us. I think the Canada pension plan would not provide any benefits in 
1966; in 1967 it would go up to $10 a month; in 1968, it would go up to $20; and 
in 1969 it would go up to $30. Under the Canada pension plan the benefit would 
go up to $40 in 1970; and in 1976 it would be $104. 

I would point out that in quoting figures, M. Coward, I am not trying to 
take advantage; I am trying to set the record straight for the purposes of com- 
parison. 

Your recommendations would be for a minimum of $25 in 1966, and you 
provide this as a flat rate? 

Mr. Cowarp: We said in 1967, but if it could be arranged earlier we would’ 
not object. 

Mr. Francis: In 1968 it would be the same figure, and up to 1971 it would 
still be the $25 figure? 

Mr. Cowarp: Yes. 

Mr. FrANcIs: Then it would go up in 1972 to $30 a month, and in 1973 to 
$35? 

Mr. COWARD: Yes. 

Mr. FRANCIS: Then in 1976 it would go up to $50. It would be 1986 before 
it would reach $104. 

Does this appear to be a reasonable summary of the comparable benefits? 

Mr. CowarpD: For someone at maximum earnings, that expresses the prin- 
ciple. 

Mr. FRANCIS: I said up to this amount. 

Let us just contrast the situation of someone, say, in the late fifties ap- 
proaching retirement, say at 59. Such a person making the maximum contribu- 
tion would draw exactly the same benefit as someone making perhaps even 
no contribution or just having contributed for one or two years? 

Mr. CowarpD: That is quite correct, but the contributions pay for such a 
minute portion of the benefits that this is hardly material. 

Mr. FRANCIS: There is no particular incentive at this stage to postpone 
retirement for economic reasons? 

Mr. Cowarp: There is no incentive to postpone retirement under the Ontario 
proposal. : 

Mr. Francis: According to the present proposals of the Canada pension 
plan, for this age group I think there is a fairly strong incentive. 

Mr. Cowarp: Yes, I think there is a strong incentive to postpone retire- 
ment. 

Mr. FRANCIS: Under your proposals there would be no incentive in terms 
of increasing your pension benefit. 

It seems to me, Mr. Chairman, this is the heart of what we are talking 
about in terms of principle. I had always thought of social security programs 
as being of three general families: the social assistance family; the social insur- 
ance family; and then the universal benefit type of program that we have 
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evolved in Canada as much, perhaps, as has been evolved anywhere in the 
world. a 


The Canada pension plan, if it is to be wage related, cannot provide bene- 
fits to people who have not to some degree earned the benefits. A flat rate pen- 
sion can. Mr. Coward, do you feel that in principle the flat rate approach is 
preferable to the wage related program? 


Mr. Cowarb: No, I think the plan should provide both. I think this matter 
of following principles to the point of absurdity has led to error in this matter. 


The contributions, as has been shown by many witnesses here, provide - 
only a small portion of the benefits—an eighth or a tenth according to different — 
circumstances. To claim that this is a plan in which you pay on earnings and © 
obtain benefits on earnings and so you cannot vary your formula at all, seems © 
to me to be mistaken. 


Mr. FrRANcISs: Mr. Coward, at many points in the brief there is reference — 
to need. There is a reference in paragraph 3(b), which mentions inadequate — 
provision for those most in need. Paragraph 4(b) says that the old age security 4 
and assistance and the Canada pension plan should be treated as a single pro- © 
gram geared to the needs of older people. 


Paragraph 17 makes reference to needs, as do paragraphs 21, 15 and 35. 


Would it be right to conclude from this that the province of Ontario would 4 
support measures which would be related to some type of tested needs in 
individual circumstances or a test of individual circumstances? 


Hon. Mr. McCutcuron: Mr. Coward is not here, Mr. Chairman, to say what 
the province of Ontario would support. q 


Mr. Cowarp: I am here to present this brief on behalf of the government, — 
and the brief presents our views. I just happen to see a note which I made F 
against the paragraph you have just referred to, and it is a quotation that x 
appeared in Hansard of July 18, 1963, at page 2340 by the Minister of National © 
Health and Welfare. She said, referring to the Canada pension plan: ; 


It is the natural next step in providing rounded welfare legislation for 4 
Canada. a 


We think this plan has a welfare element and should have a welfare ele- — 
ment, and it has an earnings related or equity element too. 


We are just interested in designing a sound, practical plan that would q 
meet most of the needs of most of the people in the best possible way. ; 


Mr. FRANCIS: Mr. Chairman, I am going to put my question by relating it § 
directly to the paragraph on page 3 of paragraph 4(b) of the brief: ¥ 


The old age security and assistance programs and the Canada pension © 


plan should be treated as a single program geared to the needs of older 
people. | 


Would Mr. Coward be prepared to expand this paragraph and tell us how old ~ 
age assistance and old age security and the Canada pension plan could be | 
geared to the needs of older people? I do not think there is an expansion of © 
that particular section in the brief, and I would like to know what was the — 
intention in the selection of that paragraph. a 


Mr. STEVENSON: Mr. Chairman, I think this is a difficult one to expand just 
on the face of it. Our basic consideration here, as is spelled out in the recom- 
mendations, is that when looking at old age security legislation generally one 
should look at the coverage provided by each of the programs now in existence. — 
If gaps are left because one of the programs does not provide for something, © 
there should be modifications made so that the three, taken together as a single 

program, are related more closely to needs than they are now - a 


+ 
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= In this case, the recommendations would involve a larger welfare element 
= the Canada pension plan portion. 


Mr. FRANCIS: The recommendations appear to me to involve modification 

to the wage related social insurance and modification to the flat rate social 

insurance, but there is no comment that relates to social assistance in this 
brief other than in this paragraph. 


_ Mr. Cowarpb: No, but social assistance would be affected because we will 
be providing benefits which are now covered by the assistance programs; that 
is, at least in the area of people in the age group of 65 to 70 and disabled 
persons and widows. Modifications in these programs will be necessary, and 
we believe that they should be integrated. One over-all program should be 
developed. 

We feel our suggestion that there should be a $25 flat component in the 
benefits under the Canada pension plan should be most acceptable. Something 
of the sort was included in the first version of the Canada pension plan, and 
this would surely seem to indicate that there is nothing wrong with the prin- 
ciple of it—if I may use that word at the risk of being picked up. 


Mr. FRANCIS: Certainly. 

Mr. CowarpD: We think the financing of the plans should be unified, if 
this is possible, in the context in which you are considering the whole matter. 

We think, for example, that there is an illogical situation when a retire- 
ment test is applied for benefits under the Canada pension plan and an age 
reduction is applied in the case of old age security. Surely it is only common 
sense and logic to have the same test for two programs which provide two 
parts of a man’s retirement income. 

We would like to see uniformity, not merely as a matter of administrative 
tidiness but because we think this is the way to develop an integrated, united 
program. 


Mr. STEVENSON: Mr. Chairman, on this point one of our feelings about the 
Canada pension plan as now proposed—and particularly the proposal for age 
reduction of old age security—is that this would by implication involve even- 
tually an extension of old age assistance to people over the age of 70 who 

have elected to take the reduced pension option. This, we believe, would be 
taking the old age security program slightly away from the needs fulfilment 
which was the original intention. 


Mr. FRANCIS: Do I understand this to mean that Ontario would not ap- 
prove the extension of old age assistance to people over 70 who had gone on 
pension? 

Mr. STEVENSON: Oh, I am sure it would, but this same problem could be 
met within old age security if it were granted on the basis of a retirement 
test and full pension being granted between the years of 65 and 70. 


Hon. Mr. Crouu: As I understand it, what Mr. Stevenson is saying is that 
a man who takes a reduced pension before he attains the age of 70, and is 
in need, will need augmentation of that when he gets beyond age 70. Of 
course, that has been discussed before and we share the view this is a weak- 
ness in the plan; there is no question about that. But, on the other hand, have 
you considered the fact that between the ages of 65 and 70 he will be drawing 
from the Canada pension plan $51, $52 or something of that nature and, to 
that extent, any province, the province of Ontario for example, will be saving 
the assistance aspect of it, which is considerable. 
1 Mr. STEVENSON: This is certainly true. But, we feel that under old age 
- security if a person were to receive it as of right after a relatively simple 
[retirement test, the needs would be fulfilled more easily and quickly than 
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under the extension of old age assistance. I suppose if one takes the question © 
of equity to its most logical extent, an income or a means test finds out what. 
the real needs are better than the retirement test. But the problem is that 
this would involve individual investigation of the type now required for old 
age assistance payments, which your retirement test does not. 


Mr. AIKEN: I have a supplementary question. Several witnesses last week | 
—and I am referring particularly to the social workers, whose evidence may — 
not have come to your attention yet—have stated clearly that they realize 
the plan now proposed leaves out a large segment and that other legislation | 
would have to be brought in to cover this group. Do I understand that your © 
suggestion is that this group now be covered under the Canada pension plan 
instead of waiting for other or further legislation? 


Mr. CowarpD: This is the first I have heard of other legislation which is 
going to be brought in to cover other groups. The less I say in commenting upon 4 
possible future legislation the better. I am sure, with the programs the govern- ; 
ment is presently proposing, that it certainly will be busy. . 


Mr. AIKEN: May I clear this up. This is not an official suggestion; it was a _ 
suggestion made by the social workers who presented a brief. This group said — 
there was a large segment of the population not covered by this legislation and © 
that further welfare legislation would have to be brought in to cover them. 


What I am suggesting is that your amendment providing minimums for 
everyone may cover a large number of those people and thereby make further 
legislation unnecessary. 


Mr. Cowarpb: Our amendments would provide a very worth-while benefit 
for everyone who qualifies for old age security and, as such, we think that they 
have great attractions over the present proposal, which provides benefits only 
for those who have earned income after the plan comes into effect. This is the 
essence of our story; if hundreds of millions of dollars are to be raised by new 
payroll taxes, which are called contributions, they can be applied to do far more 
social good than by confining the benefits to persons with earned income after 
January 1, 1966 and, in particular, putting those benefits on a higher level for 
the ones with the highest incomes and at the minimum levels for those who 
have very small incomes. 


The CHAIRMAN (Mr. Cameron): Have you completed your questioning Mr. 
Francis. | 


Mr. FRANCIS: I have just one brief comment. I am concerned about the cost. 
Did I understand Mr. Coward to say he was satisfied that the recommendations 
were generally within the revenues that he anticipated available to the Canada 
pension plan, and that they had done sufficient checking on their own to confirm 
that the contributions coming in under the plan would permit the carrying out 
of these recommendations. I know you were very careful to point out that your 
calculations had to be re-checked and that you did not have the resources at _ 
hand to do this. But, I think in making the recommendations you do have to — 
assume some general responsibility as to whether or not they are within the 
ambit of what we can do. 


Mr. Cowarp: I will go as far as to say that our tentative calculations had 
indicated that the fund will build up more slowly than under the present prop- 
osition. It will continue to build up to a level of approximately $5 billion, and 
will reach its maximum at about the time that under your estimates it reaches 
a figure of $7 billion; then it will slowly decrease and will probably be ex- 
hausted at about the same time. Therefore, from the financial point of view 


we are not suggesting something that puts on new costs which cannot be sup- 
ported. 
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Mr. FRANCIS: I am going to put one last comment on the record. I have 
done rough pencil work. I think the net cost of this program would exceed $400 
million a year after all the adjustments are made. But, I am thinking of our 
recent experience with the unemployment insurance fund and I hope that we 
would not do to the Canada pension plan what was done to the unemployment 
insurance fund. 


Mr. Cowarp: I am sorry, sir, but if you look at the immediate costs the 
figures are more readily available. I believe that the first year contribution in- 
come of this plan will be $427 million. Would someone check that? 


The CHAIRMAN (Mr. Cameron): I think you said $462 million. 


Mr. Cowarp: If you provide a benefit of $25 a month to all those presently 
drawing old age security across the country that amounts to $300 a year to 
some 980,000 people. 


Mr. FRANCIS: Less Quebec. 


Mr. CowarpD: This includes Quebec. So, the extra immediate costs of our 
proposal will be something in the neighbourhood of $220 million as compared 
with the immediate income for all of Canada excluding Quebec of $420 million. 


Now, gradually the $25 minimum benefit instead of being a free gift be- 
comes a minimum on the Canada pension plan. As you yourself pointed out in 
your examples, after a certain number of years the benefit under the Canada 
pension plan exceeds the $25 that we have tentatively suggested, and from this 
point on for those persons who are in the Canada pension plan there is no extra 
cost. The cost of this particular feature is a decreasing one if we ignore the pos- 
sible effect of escalation. 


Mr. FRANCIS: I am very interested in seeing the cost estimates presented 
to the committee in this respect. 


Mr. COWARD: We have in addition suggested that contributions be collected 
from the first dollar, which would provide some extra revenue, and we feel that 
this has some extra advantages. There have been no questions on that feature 
up until now but I would not like it to be forgotten. 


Mr. CoTE (Longueuil): Mr. Chairman, I have a supplementary question. 
I assume that you are suggesting that all the recommendations made in the 
brief should be adopted, and that it is impossible to adopt only one or two 


and not adopt the others. Let us say, if we adopted paragraphs (c), (d), (e) 


and (f) we also would have to adopt paragraph (i) and paragraph (j), other- 
wise it would throw the whole plan off balance. 


Mr. CowarpD: Well, I think that you still would be very much failing in 
your duty to the old people if you did not adopt the suggestion in paragraph 
(6b); paragraphs (b) and (c), in our minds, go together as two parts of one 
suggestion, that there should be a universal minimum pension in Canada for 
those who qualify for it of $75, plus something, perhaps $25, from the Canada 
pension plan. Leaving out the qualifications we will say there should be a 
minimum pension of $100 a month for everyone reaching retirement age with 
an adequate residence in this country. I would not like paragraphs (b) and 
(c) to be divided, one adopted and the other not adopted. I might say that 
we feel that suggestion (i) is one that has a number of advantages from all 
points of view and certainly should be adopted. In respect of the transitional 
period we join with our sister province, Quebec, in strongly urging that you 
adopt a longer transition period. 


Mr. COTE (Longueuil): What I am suggesting is that these are tied to- 


gether and that if we give more benefits we should have bigger contributions. 


Mr. COWARD: Yes. 
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Mr. CéTE (Longueuil): In other words, we cannot adopt your suggestion 
of giving bigger benefits if we do not adopt your suggestion that we obtain 


more contributions out of it because it would throw the whole thing off 
balance. ‘4 


Mr. STEVENSON: Mr. Coward, in his opening statement which he read to 
the committee this morning, suggested that although the recommendations are 
not necessarily a total package, if one were to consider suggestions which 
would increase the cost of the plan it might be advisable also to conside “f 
other recommendations which would have an offsetting effect. . 


Mr. COTE (Longueuil): But they are tied together in such a way that if 
you give better benefits you have to demand better contributions. 4 

Mr. Cowarp: We do not necessarily think that the fund need grow to so_ 
large a size. We agree with one of the principles of the original Canada pension 
plan which is that it should be a pay as you go proposition, if this is a principle 
rather than a detail. 

Mr. COTE (Longueuil): You do not agree with that? q 


Mr. Cowarpb: I said that we are not in disagreement with that. Theg 
government of Ontario is not opposed to partial funding but has never pressed © 
for a large fund. The government of Ontario has maintained that if there is i 
a fund, it should be made available to the provinces for investments. However, d 
we have never favoured a large fund as such. 4 


Mr. AIKEN: Mr. Chairman, I wonder if I might ask a supplementary 7 
question. | 


The CHAIRMAN (Mr. Cameron): Supplementary to what? 


Mr. AIKEN: Supplementary to the question put by Mr. Francis in con- 4 
nection with the elimination of the exemption on the first $600. What I want 5 
clarified is this: at the moment in the plan anyone receiving a total annual ~ 
earned income of less than $600 does not contribute to the plan or become a 
part of the plan at all. However, if they earn more than $600, they only con- — 
tribute on that amount which exceeds the $600. I should like to ask whether q 
in suggestion (7) the exclusion of all those earning under $600 is contemplated, 
or whether everyone earning anything would become a contributor to the 
Canada pension plan. , 


Mr. CowarD: We would suggest that you follow the general rules that 
were in the first version of the Canada pension plan, by which you collect — 
from the first dollar, but under which groups from whom it is exceedingly — 
difficult to collect contributions, where there are severe administrative prob- ~ 
lems, could be exempted by regulation. We feel that there are some people — 
from whom it would be most inconvenient to collect contributions, and who ~ 
probably might not wish to pay. In any event they would get the $25 minimum 4 
in due course. As a general rule we believe you should collect from the first — 
dollar, and this will have a number of advantages. 4 


Mr. PRITTIE: How much more revenue would that bring in if you wiped 
out the $600 exemption and collected from the first dollar? 


Mr. Cowarp: I do not think I want to give figures. I am sure that the | 


government experts could give you an answer very quickly and readily to 
that particular question. 4 


Mr. KNOWLES: I have a supplementary on this same point. 


The CHAIRMAN (Mr. Cameron): I will call this supplementary the last 
one on this point. 


} 


Mr. KNOWLES: In so far as this has some relevance to the question of 
getting extra money, did the Ontario government consider, as an alternative - 
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RY Rts wiping out the $600 exemption, the possibility of collecting contributions up 
to a higher level than the $5,000 figure? | 


Mr. Cowarpb: No, sir, we did not consider that alternative. 


Bs Mr. Lioyp: Mr. Coward, may I say, first of all, how much I value the 
manner in which you have enlightened us through the answers to questions 
put to you. I must say that I have a far better appreciation now of the message 
you are bringing to this committee reflecting the policy of the government of 
Ontario than I would have had by merely reading the brief. I gather from your 
observations that the effect of the payroll tax hits you pretty hard at the begin- 
ning; does it not, in your consideration? This is where you really take off to 
judge the system. You have said they are called contributions, but in effect it 
is a payroll tax. 


Mr. Cowarp: No, sir. I am not suggesting that this is not a suitable way 
of raising revenue, and I really do not mind what things are called. I am 
trying to see that we get a pension plan that does the job. 


Mr. LLoyp: But you are not questioning the need to impose this kind of tax 
to provide a revenue for a purpose? 


Mr. Cowarp: I am not suggesting that you need have had quite such a’ 
high contribution rate. 


Mr. Luoyp: May I put it another way? If, in the wisdom of those responsible 
for imposing taxes, it is concluded, by agreement among all provincial and 
federal authorities, that plucking the feather from the bird might better be 
served by using payroll tax, then they must keep in mind that this particular 
tax should be devoted in some comprehensive way to a distribution between 
providing wage related pensions, providing sums for capital investment during 
an interim period, or not doing so. You should bear in mind that some part 
of it should not be wedded to principle too tightly, that some parts should 
be related to improving the immediate old age assistance needs. This is really 
the problem, is it not? We are not quarreling over the fact that it is de- 
sirable to achieve an extension of wage related pensions in Canada. You — 
do not quarrel with that as a general principle, you do not quarrel with the 
use of a payroll tax being used to a reasonable degree for that purpose. You 
have some reservations regarding how much of the payroll tax—I am going 
to continue to call it a tax—should be used, on behalf of the provincial 
government, for funding capital requirements. In your report you raise some 
questions on the size of the fund. 


Mr. CowarD: What we indicated there is that the government of Ontario 
has no objection to a partially funded plan but has never pressed for any 
particular level of funding. One matter that we have raised in this regard is 
that the level of funding appears to be completely arbitrary and completely ac~ 
cidental. It seems to us that it is totally unplanned. It is not based on any 

actuarial principle, as far as I have been able to detect. I could understand a 

considered judgment that it might be advisable to maintain at all times a 
fund which was equal to two years’ outgo of benefits, or a fund that would 
pay for the pensionaries, but this fund has just happened. 


Mr. Lioyp: Let us follow your particular observation and the criticisms 
you have made. You said you do not recognize anywhere any comprehensive 
calculation of how much the fund ought to be, and you cannot see any actu- 
arial calculations involved. Would you care to give us your views as to how 
that fund should be calculated? Mind you, sir, please understand that I 
recognize in you a very competent authority in actuarial matters, and I am 
looking for your professional judgment. 
me 217639 
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Mr. CowarpD: You are very kind. Personally I do not think there is any 
need for any fund beyond a reasonable working balance such as the $300 
million that was proposed in the original Canada pension plan. Apparently 
some others feel that there should be a substantial fund. The Ontario govern-— 
ment does not object to partial funding and has so stated. I have expressed 
my personal preference, and I am not at odds with my government on this. 
Both of us are agreed that if you have a fund, you should have some yardstick 
or milestone by which to measure its adequacy. Otherwise you do not know 
whether you are running into trouble and whether or not you are falling © 
behind your standards or whether you are putting aside more than is neces-=— 
sary for your purposes. 


Mr. LioypD: So that one might say you should try to find some way 
of measuring the need to avoid too frequent changes in the rate of the first q 
10 years. That would be one of the things you might look at. 


Mr. COWARD: Yes. 


Mr. LLtoyp: And you might also keep an eye on what you think are the 
economic trends and what might be a wise reserve so as to avoid embarrassing — 
impacts on the budget at certain times in the reasonably distant future. You 4 
cannot foresee 30 years in the future but you can foresee 10 years, could you — 
not? ' 

Mr. Cowarp: It is unlikely that there should be a sudden call on the a 
budget. This type of plan does not suddenly generate a need for a massive - 
pay-off. Everything happens pretty steadily. | 


Mr. LuLoyp: So that in your opinion the fund should not be built up with 
priority of thought given to providing capital from profits? 


Mr. CowarpD: That would not be a priority reason. 


Mr. Luoyp: It would only be an incidental result of having some con- a 
tingency reserve that could create these funds for that purpose and that pur- 
pose only. 


Mr. STEVENSON: May I add one point regarding the early part of your 
question about a payroll tax. One consideration which we certainly have also © 
been discussing, although it does not appear in the recommendations and there > 
is no firm policy on it, is the desirability of providing for those recommenda- — 
tions which add to the welfare component of the benefit by a contribution which ~ 
is tax deductible and which therefore has quite a difference in impact on dif- © 
ferent employers and employees: with the tax deductible contribution, the © 
higher income contributor actually is paying less than the low-income con- — 


tributor. The non-taxable employer has a heavier burden to pay than the © 
one with the higher profit. 4 


Mr. Luoyp: We have had some evidence before this committee in respect — 
of the relationship of these deductions to the taxability of those on the present — 
tax lists. For example, the Canadian Manufacturers Association liked the way 
the payroll contribution permitted them to deduct the employer’s conribution 
from the income, whereas under the cld age security plan, the 3 per cent of 
the corporation tax was a tax derived from income and the income tax on 
income, as such, did not permit them to take it as a deduction. You inter- 
jected on the subject of payroll taxes. I would like to get back to Mr. Coward 
to show that really what we are all saying is we accept payroll taxes and we 
accept the need for a wage related plan, but the fact that it is a payroll tax 
does not in itself tie you too tightly to devoting all those payroll taxes to wage — 
related benefits. In some way it could be used to improve the flat rate. That is 
what you are saying? 


Mr. Cowarp: I think so. 
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Mr. Luoyp: Thank you very much. 
Mr. Gray: Mr. Chairman, before putting my question, I think it might be 


advisable to bring to the attention of the committee—in view of what I under- 


stood to be Mr. Coward’s previous statements to the effect that we are prepared 
to accept the Canada pension plan subject to certain major changes—to what 


appeared on the front page of the Globe and Mail for January 22, 1965, refer- 


ring to Premier Robarts. 


The CHAIRMAN (Mr. Cameron): That already is part of the record—the 
whole statement. 


Mr. Gray: I am referring to a press report which appeared on the front 
page of the Globe and Mail in the same edition in which the statement was re- 
produced. Referring to Premier Robarts it reads: 

He told reporters that even if Ontario’s remaining objections are not 
met his decision to join a federal plan is irrevocable. 


Mr. CowArpD: May I say that I do not think I made any statement to con- 
tradict that statement; if so, I apologize. What I did say was if the major changes 
which we propose are accepted, we will be wholeheartedly in favour of it 
and will regard it as a triumph of co-operative federalism and as having given 
Canada an excellent new pension plan. 

Mr. Gray: I will let the record speak for itself. Because of your function 
as a civil servant, I did not intend to engage in a detailed discussion of this 
aspect with you. I thought it would be unfair to you. However, I think the 
record should have this press report on it. 


Mr. AIKEN: I think it is better to rely on official statements rather than 
on press reports. 

Mr. GRAY: Even in the Globe and Mail? 

Mr. AIKEN: Yes, even in the Globe and Mail. 

Mr. Gray: I was interested in the comment about the contribution and 
the obligation to contribute to people earning $600. This subject came up before 


this committee previously on the part of other witnesses. The point was made 
that this would impose on persons earning under $600 a year a rather greater 


burden in proportion to persons earning above that amount. What would you 


think of that comment? 

Mr. Cowarp: It will impose on them the obligation to pay an amount 
which might be as much as 90 cents a month which is no doubt a burden, but 
is hardly a very large burden. We feel that any disadvantages of eliminating 
this $600 contribution exemption would be outweighed by the very great advan- 
tage to most of those in the low earnings area of having a guaranteed $25 
minimum pension. 


Mr. Gray: What do you think of the possible suggestion that persons earn- 


ing under $600 should get some type of coverage such as you have outlined 


but who would contribute only on their earnings over $600? 


Mr. Cowarpb: I would think it would be better to follow our suggestion 
to save some appalling administrative headaches; that is, to collect contribu- 
tions from the first dollar. 

With regard to the administrative problems, may I draw your attention 
to the proposed form for collecting refunds which was presented to us by the 
federal officials on June 24, 1964. I think any ordinary person trying to use 
this form would get a headache. I believe, for the small amount of relief you 
give, it would be better to collect and give him instead a $25 minimum pension. 
All our discussions with those concerned with the administration have made 
it very clear that this is a large administrative burden. In fact, I believe 
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of at least one million refunds being made every year. 


We sincerely think that if you eliminate that $600 exemption ae provide 
the other benefits that are mentioned in our brief, you will end up with | 
much better pension plan. Is it your wish that this might be placed on the 
record? This is something which low income people are supposed to read and 
understand. It taxes our own technical group. 


Mr. Basrorp: Mr. Chairman, we have just been asked to put a form on 
the record. 


The CHAIRMAN (Mr. Cameron): I do not think it is on the record. 
Mr. CHATTERTON: I would so move. 
Mr. KNOWLES: What is it? 


The CHAIRMAN (Mr. Cameron): It is a form for calculation of contributio \ 
under the Canada pension plan for use by persons with self- -employed earn- 
ings of $800 or more, or combined wages and self- employed earnings of $800 or 
more, and also for persons with salary or wage income that has been over 
exempted and who elect to make an additional contribution, and so on. 


Mr. OsBoRNE: May I interject to say that as I recollect this document it ; 
was a draft of a proposed form which the Department of National Revenue 
officials were thinking of last summer when we were explaining to various 
provincial officials some of the administrative details that would accompany the. 
Canada pension plan as it was then being discussed. However, that is not a L 
official document; it was a draft for discussion purposes and it might well may 
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type of form. You can decide for yourselves whether or not it should go on a 
the record. i 


i ’ 
Mr. Cowarp: I agree with Mr. Osborne’s remarks and I am in your hands. 


The CHAIRMAN (Mr. Cameron): Unless there is some real merit in putting © 
this document on the record, I would think that possibly it should not be filed. ‘ 


Mr. AIKEN: Mr. Chairman, I think Mr. Coward introduced this particular 
form to indicate the type of ae which approximately one million Canadians 
will have to complete in order to obtain a refund which will not exceed 90 
cents a month in many cases. I think the point is well taken; that is, that 
perhaps this type of form, even if it has been amended, in any case is the type 
of form that will have to be filled out. I think his point is that there is the 
administrative problem, not only of refunding, but also of having people with 
incomes of less than $600 complete such a om and that this seemed to point | 
out the difficulty. I think it is a pretty good evanmple ‘ 


The CHAIRMAN (Mr. Cameron): Mr. Chatterton has moved that it be made ; 
an appendix to today’s proceedings. 


Mr. KNOwWLEs: I second that. I think there is no objection to it being a par ti 
of the record so long as it is identified, and it has been identified. j 


Mr. FrANcIs: I think the department should be invited to submit an 
alternative. a 


The CHAIRMAN (Mr. Cameron): Is it agreeable that I put the mouan ‘0 
the committee? Wy 


Mr. Basrorp: This is a working paper from a federal-provincial con- 
ference. Might we have at the same time the working paper that the province 
of Ontario presented showing how complicated this form was? 


The CHAIRMAN (Mr. Cameron): Dr. Willard would like to have the pe P- 
mission of the committee to say a word on this matter before we proceec 
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m Dr. J OSEPH WILLARD (Deputy Minister ag Welfare): Mr. Chairman, I would 
_ like to speak on the point of order. There are many documents which are used 
fat federal-provincial conferences which are for purposes of discussion. Normally 
we do not table documents which have been provided by a province, and we 
would expect to receive the same courtesy. I think the committee could obtain 
the document at the appropriate time from the Department of National Revenue 
when this matter is under discussion. It may be that this is a case where the 

pPepertment of National Revenue has to come up with a more recent edition of 

a form and I think that would be the more appropriate way to obtain the 
A, “information. 


Mr. Cowarp: In view of Dr. Willard’s remarks may I withdraw my sug- 
gestion that the form be tabled. I merely wish to indicate that it is an extremely 
complicated proposition that you are involved in, if you exempt the first $600 
of contribution. 


Mr. CHATTERTON: In view of that, I withdraw my motion, and I wish to 
‘make a new one, namely, to ask that the revenue officials be asked to table 
the new draft that they prepared. 


The CHAIRMAN (Mr. Cameron): Is there a seconder? Mr. Chatterton has 
withdrawn his first motion and substitutes a new motion to the effect that the 
Officials be asked to supply us in due course with a copy of the latest document 
which would be the logical successor to the one we have before us. Is there any 
objection to the motion? 


Mr. Basrorp: I do not think it is relevant to the presentation of the 
province of Ontario. I think Mr. Chatterton might very properly, when the 
Officials return to the committee, ask for it at that time. As I understand the 

procedure of the committee, these officials will be coming back again if we 
want them to, and I think that is the more appropriate time for us to receive the 
information. 

Mr. MONTEITH: I think the motion is completely relevant at this moment 
because of Mr. Coward’s evidence. 


The CHAIRMAN (Mr. Cameron): I think so too. It may be that we are 
being a little premature, and that we could get it later on, but I think we 
i had better make sure about it while we are here. Do we need a show of hands? 


_  ‘+Mr. Luoyp: I think one of the most serious problems to which we shall have 
to address ourselves is this question of refunds, and how the procedures are 
; going to function. As a C.A. himself, I feel that Mr. Monteith will agree with 
me in his having advised clients in this field, that this is one of the most difficult 
recommendations or suggestions we have to contemplate, and that any mach- 
i inery we can set up for action now would be all to the good. 


The CHAIRMAN (Mr. Cameron): I rule the motion to be in order, and I 
_ Shall call for a vote. All those in favour? Those opposed? 


4 Motion agreed to. 

yj Mr. Pritrie: Are we going to continue with the Ontario delegation this 
. afternoon, or shall we continue on now until we have finished with them? 

i Mr. MonteItH: It is now 12.30 and I think we should adjourn until 2.30. 

hy Mr. Gray: This very interesting side issue came up in the course of my 


questioning, and ordinarily I would have made use of the last five or ten 
_™Minutes which have been devoted to it. Shall I have such an opportunity later 
on today? 

The CHAIRMAN (Mr. Cameron): Yes. Let us now adjourn until 2.30 o’clock. 
But might I ask what sort of information we should ask Mr. Osborne to obtain 
for us in regard to relative costs per year under the impact (B) and (C)? 
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Mr. MONTEITH: I would expect that we would need to have a complete 
actuarial report. 


The CHAIRMAN (Mr. Cameron): This is information we are going to ash 
for. 
Mr. CHATTERTON: We are not yet through with the Ontario witnesses. 
The CHAIRMAN (Mr. Cameron): No, and we shall ask them to return ay 
2.30 if it is convenient to them. a 
Mr. KNOWLES: Is it assumed that Ontario will take up the rest of the 
afternoon, or shall we still have the teachers? 4 
The CHAIRMAN (Mr. Cameron): I think Ontario will take the rest of the | 
afternoon. ; . 
Mr. AIKEN: They may run out of steam before the afternoon is over. 
Mr. COwARD: We are prepared to stay as long as we are needed. 


The CHAIRMAN (Mr. Cameron): The meeting now stands adjourned until 
2.30 this afternoon. 


AFTERNOON SITTING 


Monpay, February 1, 1965 
(Text) 
The CHAIRMAN (Hon. Mrs. Fergusson): Mrs. Rideout and gentlemen, before — 
we hear any more from the witnesses there are a couple of things I would like = 4 
to bring to your attention. q 
I have an answer to the questions raised by Mr. Basford and Mr. Cantelon i 
on January 21, 1965. I also have answers to questions asked by Mr. Knowles — i 
on December 7 1964. 
May I have a motion that these become part of our record and be inserted 
in today’s minutes? | 
Mr. CANTELON: I so move, Madam Chairman. 
Mr. KNOWLES: I second the motion. a 
The CHAIRMAN (Hon. Mrs. Fergusson): It has been moved by Mr. Cantelon, — 
seconded by Mr. Knowles, that these answers to questions become part of the © 
record and be included in today’s minutes. Is everyone agreed? 
Motion agreed to. 
Mr. KNOWLES: Would Mr. Osborne by any chance have the figures we - 
asked for this morning? 
The CHAIRMAN (Hon. Mrs. Fergusson): I think it is a little soon. 
Mr. OsBoRNE: I have them, Madam Chairman. Shall I proceed? 
The CHAIRMAN (Hon. Mrs. Fergusson): Yes, if you will. 
Mr. OSBORNE: I was asked what would be the costs of the Ontario proposal. . 


I have a typewritten document of these costs for the record, if you wish, bam 
perhaps I could read it now. 


A pension of $100 a month paid to all persons of 70 and over in the year 
1970 would cost $1,157.6 million. A pension of $100 a month paid to all persons — 
of 65 to 69 in 1970 would cost $688.8 million. A pension of $100 a month paid to 
all retired persons of 65 to 69 in 1970 would cost only $511.2 million. 

Mr. CHATTERTON: May I have the previous figure repeated? % 

Mr. OsBorNE: A pension of $100 a month paid to persons of 65 to 69, 
without regard to whether they are retired or not, will cost $688.8 million. 

The total cost of the Ontario proposal, without a retirement test, would be © 
$1.9 billion; and with a retirement test it would be $1.7 billion. The present old 


* 


CANADA PENSION PLAN 1713 


age security benefits in 1970 will cost $974.5 million. The proposed old age 
| ae benefit that is proposed in Bill No. C-136 will cost an estimated $1,306 
1i10N. 
¥ So the extra cost of the Ontario proposals over the present old age security 

benefits, without a retirement test, will be $972 million; and with a retirement 
_ test, $794 million. The extra cost of the Ontario proposals over the proposed 
_ Bill No. C-136 benefits without a retirement test will be $640 million and, 
_ with a retirement test, $463 million. ; 
) The savings to the federal government regarding the Canada pension plan 
_ retirement pensions for that year, 1970, would be $30.3 million, and the savings 
_ regarding the federal old age assistance payments to the age group of 65 to 69 
would be $47.7 million, making a total saving of $78 million. That is the 
- Canada pension plan retirement pension saving. 

The net cost of the Ontario proposals over the benefits described in Bill 

No. C-136 after allowing for the saving, without a retirement. test, would be 
$562 million and, with the retirement test, $385 million. 


Perhaps I can have these tabled, Madam Chairman. 
‘Mr. PRITTIE: I move that this be tabled. 


Mr. FRANCIS: I would like to know what assumptions were made in regard 
to the irregularly employed group who earn less than $600 if on payroll or less 
than $800 if self-employed. Were they assumed to be eligible for benefits or not? 


Mr. OSBORNE: Madam Chairman, these figures were the cost of providing 
$100 a month to all persons aged 65 and over. Since it was an estimate for a 
particular year I excluded from the figures for that year people in the age 
group 65 to 69 who had not yet retired, but anyone who had retired and was 
over the age of 65 would have received $100 a month. That was my under- 
standing of the Ontario proposal. 


Mr. Cowarp: I thank Mr. Osborne for these figures and I am sure we will 
be able to accept these figures. 

I would like to say, however, that we have never suggested this proposal — 
be put in without a retirement test, so the figures with a retirement test are 
the only ones which should be considered; and I believe there has been no 
allowance for collection on the first $600 of earnings in the figures. Is that 
correct? 


Mr. OssornE: Madam Chairman, I was not concerned with contributions 
to the plan. I was simply trying to cost the benefits. Therefore, I do not believe 
the $600 question really arises at this stage. It would be of concern if you were 
looking at the total collection of contributions from the plan, but this was not 
part of the request. 


Hon. Mr. Crotu: Mr. Osborne, what does the figure $385 million mean? I 
have tried to follow you, but I am not sure that I have done so. What does it 
mean? Are you saying in effect that when the plusses and the minuses are 
calculated in this bill, that is the net cost? 


Mr. OsporNnE: Madam Chairman, the $385 million represents the extra cost 
of doing what Ontario has proposed over the cost of what the federal govern- 
ment has proposed to do in Bill No. C-136, and assuming that the federal 
government would be able to apply to this plan the saving of $47.7 million in 
old age assistance payments that it would not have to pay to the provinces. 

Hon. Mr. Croutu: This is becoming a little more understandable now. 

You assumed, I think, that the supplementary payments were made to all 
provinces—payments supplementary to the old age security. You took a de- 
duction of some $42 million for that which you would not have to pay. Does 
that include all the provinces which make the payment, or do all make it? 
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Mr. fi anes That was he vedneon: of sag paiitten that the federal gov- 
ernment would pay to all ten provinces in 1970— wa Bg Sef. 


Hon. Mr. Crouu: Oh, yes, in 1970. | | 2 seen oh ae 


Mr. OspornE: —under the present old age ecrennene artanuements:s a. 
Hon. Mr. Crouu: Do all ten provinces participate in the old age assistance? 
Mr. OSBORNE: Yes, Madam Chairman. a 
Hon. Mr. Croiu: So what you are saying, in effect, is that Ontario is preg 
senting to us a bill of approximately $400 million. 


Mr. OSBORNE: If you can assume that you can apply the savings on the 


old age assistance to this plan, the answer is yes. a 
Hon. Mr. Croutu: That is what you say? a 
: Mr. OSBORNE: Yes. ( 4 


Mr. Gray: What is the estimated amount the government would collect 
under the Canada pension plan? 4 


Mr. STEVENSON: While Mr. Osborne is looking it up might I just add— 5 
though not for this calculation: there is a saving of almost an equal amount to. 
the provincial governments. a 


Mr. Lioyp: That is $47 million? | yy 
Mr. STEVENSON: Yes. : 
Mr. Luoyp: In other words, the more responsibility for old age security, 


Madam Chairman, that is shifted to the financing for the Canada pension plan, - 
the less liability the province has, likely, unless the standard of living rises. ag 


The CHAIRMAN (Hon. Mrs. Fergusson): If I am correct, I understand we a 
have a motion by Mr. Prittie, seconded by Mr. Knowles, that the report of Mr. 
Osborne, which has been submitted, should form part of the record. I think ailll : 
these speeches are on the question, and I have not yet put the question. 4 


Mr. KNowLEs: May I ask Mr. Coward a question as briefly as I can? 4 
Does Mr. Osborne’s description of the 65 to 69 group—that is the one with | 
the retirement test—fit what Ontario is proposing, that is, adding these two - 
together? I am still a little confused despite the Talle awe morning. Ontario 
proposes $100 a month to everybody of 70 and over? 


Mr. Cowarpb: No, to everyone drawing old age security. 
Mr. KNOWLES: In 1970 everyone who is then on old age security— a 
Mr. Cowarp: It will include those of age 65 if they meet the retirement test. 4 


| Mr. Knowtes: Just a minute. In 1970 do you look back into what those - 
who are then 70 were doing before they were 70? 


Mr. Cowarp: No. 

Mr. KNowLEs: Everyone of 70 and over in 1970 would get it? 

Mr. Cowarp: If they have been ten years in the country, yes. 

Mr. KNOWLES: So this figure fits what you are proposing? 

Mr. COWARD: Yes. 4 

Mr. KNOWLES: Then you are proposing that there be $100 a month to every- ‘ 

one in the age bracket of 65 to 60 who meets the retirement test? 

Mr. Cowarp: Yes, that is right. oe 

Mr. KNow es: There is no conflict between that and your statement to me 
this morning that what you were proposing was a minimum payment of $252 8 


Mr. Cowarpb: By 1970 the maximum contribution that anyone could have 
made would be for five years and this, under the Canada pension plan, witl 


oe 


a 20 year transition, would give him only a quarter of the bill benefit, or around 
$25 a month. ~ f 
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_ Mr. Know1es: Then, in respect of those people in that age bracket you are 
saying after they retired they would get the $25 which you are talking about, 
and the full $75 old age security? 

_ _‘Mr. Cowarp: Yes. 

Mr. KNOWLES: So, the figures Mr. Gebotne has produced in the retirement 
bracket correspond to what you are producing? 

Mr. CowArp: As I understand it, Mr. Osborne produced the costs that relate 
to our proposal with these two exceptions or two major points to be borne in 

mind; first, that there will be a savings on the assistance program to provincial 
governments, which might be approximately the same as the $70 million that 
he mentioned. 

Mr. KNOWLES: It would be $47 million. 

Mr. Cowarp: I am sorry, $47 million. And, in the second place, under our 
complete proposals there would, be additional contributions collected. Mr. Os- 
borne has spoken only of cost; we are proposing that contributions be collected 
on the first $600 of earnings, and I believe that the product of that additional 
tax would be in the general neighbourhood of $50 million to $60 million. 

Mr. PRITTIE: Does Mr. Osborne have the figures in that connection? 

Mr. OSBORNE: No, we do not. 

Mr. PRITTIE: I would like to see those figures. 

The CHaIRMAN (Hon. Mrs. Fergusson): I do not know whether or not this 
should be going on the record at this time. 

Mr. OSBORNE: Madam Chairman, shall I answer the question Mr. Gray put 
to me? 

Mr. CowarD: Madam Chairman, I would like to correct the record. I would 
like to double the figure I mentioned. I had a figure for Ontario alone, and I 
would like to correct the record in that respect. 

The CHAIRMAN (Hon. Mrs. Fergusson): Certainly. 
| Mr. GRAY: Madam Chairman, I have a suggestion to make. Perhaps we 
could dispose of this motion at this time. I was the next one on the agenda and 
I could ask one or two questions arising out of this. But, if anyone else has any 
‘supplementaries they could put them at this time, if those questions do have 
relevance to these existing figures. 

Mr. Luoyp: I think we should clear the matter of this resolution. 

The CHAIRMAN (Hon. Mrs. Fergusson): Unless there is exception to putting 
these figures on the record I think we should clear it up now and then the mem- 
bers could proceed to put questions later. 

Hon. Mr. CRoLL: Madam Chairman, was there not a motion to put it on the 
record? 

The CHAIRMAN (Hon. Mrs. Fergusson): But, Senator Croll, you were speak- 
ing to the question, as far as I understood it. ; 
. It has been moved by Mr. Prittie and seconded by Mr. Knowles that the 
figures submitted by Mr. Osborne become part of the record and be appended 
‘to today’s minutes. Is that agreeable? 

Some hon. MEMBERS: Agreed. 


/ The CHAIRMAN (Hon. Mrs. Fergusson): Does anyone oppose this motion? If 
‘not, we will proceed. 

: Motion agreed to. 

3 I am sorry, but before we go on with the evidence there is another piece 
of business we intended to deal with. We became involved in this because of 
the last submission by Mr. Osborne. Before we proceed to discuss these matters 
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with our witnesses I have another motion I would like to have taken care of, 
and that is that the sum of $42 for travelling and living expenses be paid to 
Mr. Robert J. Myers, chief actuary, social security administration of the United 
States as specified in his letter dated January 27, 1965, in respect of his ap- 
pearance before this committee. Could I have a motion fo this effect? a 


Mr. KNOWLES: Is that all? 

The CHAIRMAN (Hon. Mrs. Fergusson): Yes, that is all. 
Hon. Mr. Crouu: I so move. 

Mr. FRANCIS: I second the motion. f 
The CuHairMAN (Hon. Mrs. Fergusson): It has been moved by Senator Croll 


and seconded by Mr. Francis that we authorize the expenditure of this amount 
on behalf of Mr. Myers. Are all agreed? 


Some hon. MEMBERS: Agreed. 
Motion agreed to. . 
Mr. BAsForD: Madam Chairman, how do his expenses compare with the 
expenses paid to Dr. Robert Clark. 
The CHAIRMAN (Hon. Mrs. Fergusson): I do not have his account before me. 
Hon. Mr. Crotu: Madam Chairman, following Mr. Osborne’s statement. 
there is a point on which I wish clarification because of an earlier statement 
made by the witness, and I have marked this down. a 
The CHAIRMAN (Hon. Mrs. Fergusson): Senator Croll, we actually have a _ 
list of members who wish to put questions left over from this morning. 
Hon. Mr. Crouu: This is a supplementary question, Madam Chairman. 
The CHAIRMAN (Hon. Mrs. Fergusson): Supplementary to what? q 
Hon. Mr. CroLu: To the questions we were asking in respect of the state- | 
ment by Mr. Osborne. i 
The CHAIRMAN (Hon. Mrs. Fergusson): I do not think we should have gone q 
into those questions at that time. The subject was whether we would put the - P 
statement in the record. However, I am sure the matter will come up again and 
you will then have an opportunity to put a question. | 
Mr. Gray: Mr. Osborne, I believe you had a figure which I requested in 
respect of the estimated collection for the Canada pension fund in the year P 
1970. 
Mr. OSBORNE: On pages 498 and 499 of the proceedings two figures are given 4 
for the year 1970 in respect of the contribution to the Canada pension fund. 
Mr. GrAy: Would you read them. is 
Mr. OSBORNE: Excluding Quebec, the figure would be $519 million at a- 3 


3 per cent annual rate of increase in earnings and $528 million at a 4 per cent b. 
annual rate of increase in earnings. 


Mr. Gray: These would be the total collections, obviously not including ; 
any possible collection from those earning under $600 a year. 


Mr. OSBORNE: That is correct. 


Mr. Gray: Would it be possible to give some estimate of what that would — 
be in 1970? Could we have the projected number of people in the labour force a 
which might have that income? | 


Mr. OsBorNE: I can find out from the actuary, if he is prepared to make this. 
calculation. 


Mr. Gray: Mr. Coward, continuing along with this discussion— 


Mr. BAsrorD: Madam Chairman, before we go into the re-examination of 
Mr. Coward I would like to interrupt on a question of privilege. 


CANADA PENSION PLAN 1717 


Just before the luncheon adjournment this morning Mr. Coward, in a rather 
surprising, move, I thought, produced a confidential working paper from a 
federal-provincial conference in support of one of his arguments, namely that 
the pension plan was very complicated to administer. I would like to give Mr. 
Coward an opportunity by way of privilege. I do not intend to move a motion 
but I would like to give him an opportunity to produce in a like way the con- - 
fidential working papers submitted to the six federal-provincial conferences 
by the province of Ontario in support of his argument in the brief that the 
position now taken by the province of Ontario is the one taken by the province 
of Ontario since July, 1963. 


Mr. Cowarp: I have no comment in that connection. 

The CHAIRMAN (Hon. Mrs. Fergusson): I do not think Mr. Coward would 
have the authority to produce that. 

Mr. CowarpD: May I apologize if I produced a document which should not 
have been produced. 


The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Basford, Mr. Coward withdrew 
that document this morning and I do not think we should pursue that matter. 


Mr. Luoyp: Agreed. 


Mr. RHEAUME: Madam Chairman, in order to set the record straigth this 
document was not produced but waved in his hand, and the committee decided it 
would not give unanimous consent to have it produced. All of this nonsense 
could have been easily avoided. 


The CHAIRMAN (Hon. Mrs. Fergusson): I could not see because I was sitting 
at the desk. Are you finished, Mr. Gray? 


Mr. Gray: No, Madam Chairman, I have not had a chance to get started. 
With all due respect, my various colleagues on the committee raised very . 
interesting points before the luncheon adjournment at 12.30 and some others 
have since, but perhaps I could complete what I started to ask about sometime 
ago. 

Mr. Coward, I do not know whether or not I am putting this in the proper 
technical way, but have you any information for us on the effect your proposals 
will have on possible contribution rates 20 years from the time the fund or 
the plan goes into effect? To expand on that a bit, I gather under the present 
plan we are considering that by the time the plan has been in effect for about 
10 years the contribution will not be sufficient to cover the amounts paid out 
under the proposed plan and the fund will begin declining. There have been 
suggestions that at some point we will have to have higher contribution rates. 
What effect will your proposals have on this situation? 

Mr. Cowarp: I have no figures to place before you, sir. 

Mr. Gray: I must say, Mr. Coward—and I say this in the friendliest 
sense—that I have been concerned with the fact that this brief has proposals 
which, on page 4, are referred to as concrete suggestions and changes that are 
considered desirable, and you have not come before us with the figures and the 
statistics which would help us to assess them. You may have had your own 
problems to prevent you from doing this but I would like to put that statement 
on the record. 

The CHAIRMAN (Hon. Mrs. Fergusson): Are you finished, Mr. Gray? 

Mr. Gray: With that question. 

Mr. CHATTERTON: On a point of order, Madam Chairman, the Chairman 
ruled this morning that each person would be given one question on the first 
round. I put one question and then passed. 

The CHAIRMAN (Hon. Mrs. Fergusson): I do not think I have heard Mr. 
Gray’s question yet. 
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Mr. CHATTERTON: But he said he fnished tae first rales cat 
Mr. GrAy: Now I have my supplementaries. | 


Mr. BASForD: Mr. Gray was making a statement like Mr. Chatterton made 
this morning. 


The CHAIRMAN (Hon. Mrs. Fergusson): We will pass on to Senator cro 
he has been waiting quite a long time. 


Hon. Mr. Croutu: Mr. Coward, I understand now that Mr. Osborne has said 
that the cost of the proposed suggestions by the province of Ontario will be 
in the neighbourhood of $385 million with a retirement test and $562 million 
without a retirement test. Now, you had some figures, and I am sure you did 
some preliminary work on this, although it may not be exactly correct. But, 
you have no reason to disagree with these figures. 4 


Mr. CowArp: I have not had a chance to examine them, but I have no reason 
to disagree with them I would like to remind you we proposed an increase in 
the contribution, which would mean the net cost of our total package would | } 
be less than $385 million. 4 


Hon. Mr. Crouu: I did some calculations on my own—I am not very good 1 
at that—and I came up with the figure of $420 million. It surprised me that I 
could get as close as that. I wondered whether you had done some calculating; 
surely you must have. Did you not have some idea as to the approximate figure? 7 


Mr. CowarpD: Yes, sir. We did a number of experimental calculations, but 
I think you will appreciate that if you put different propositions together, the 
cost of the combined proposition is not merely the sum or the difference of the 
cost of the individual items going into it. With great respect for the committee — 
I would prefer not to put our experimental calculations before you. I feel 
sure that when we will have examined the figures that were put to us by Mr. 
Osborne we will find them not inconsistent with our own, but I do not have 4 
any form of actuarial report or cost calculations to present. a 


Mr. RHEAUME: Madam Chairman, before we go any further I want to make 
sure in my own mind that when we are talking about the basic principles of © 
the Canada pension plan, Mr. Coward, Mr. Stevenson and I are on the same 
wavelength, or that we agree. I want to read to him a statement and ask him | 
if that is a fair statement of what is the basic principle of the Canada pension > 
plan. I am reading from the white paper. If we can agree there, we can start. — 
The statement appears on page 5 of the white paper, and it reads as follows: 


This is to establish a contributory pension plan ensuring that, as soon asi 
is possible in a fair and practical way, all Canadians will be able to look 
forward to retiring in security and with dignity. a 

In order that this major social advance should be effective for every- — 
one, it is not enough to have adequate pension schemes available in all 
parts of the country. 


Then I skip one sentence. It goes on to read: J | 
Therefore the pension plan should be nation-wide in character. ' 

Is that the assumption of the Ontario government on which it bases its” 
proposal and the basic principle which they are attempting to achieve with 
their plan? 


Mr. Cowarp: The Ontario government would support and endorse thesal 
words as expressing a very desirable objective for a new plan to aid the aged. j 


Mr. RHEAUME: Inasmuch as that is the government’s statement of the basic 
principles, I am trying to clear up the earlier discussion we had this morning 
that there is no quarrel between the basic principles which the government of 
Ontario feels should underlie a Canada pension plan and the stated objectives 
that the government of Canada has as its basic principle. | a 
‘ hk, ; 
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Mr. Gaerne I think there is no aiet quarrel on principles, but we have 
been concerned with a number of statements that have indicated that little or 
. Dnothine in the plan by way of its benefit and contribution structure could be 
altered. These have been of considerable concern to us on a number of occa-~ 
sions. 

Mr. RHEAUME: My questions relate to a new area. 
Mr. BASForD: I believe that Mr. Rhéaume has had his cueshion: 
Mr. RHEAUME: Nonsense! 


Mr. BAsrorD: Mr. Gray was just ruled out of order for teenie a statement 
and then trying to ask a question. Mr. Rhéaume asked a question. He asked for 
a comment on a statement in the white paper. : 


i 


Mr. RHEAUME: We spent 20 minutes this afternoon on arguments by Mr. 
Gray, Mr. Francis and Mr. Munro on what were the underlying basic principles. 
All I am trying to establish is that the government of Ontario has the same 
objectives as the government of Canada. 


Mr. Gray: Madam Chairman, on a question of privilege, I did not partici- 
pate in the discussion Mr. Rhéaume spoke about. 


Mr. RHEAUME: We will leave you out on this one. My question relates to 
the administrative costs. 


The CHAIRMAN (Hon. Mrs. Fergusson): I think Mr. Rhéaume was trying to 
establish something underlying his question. 


Mr. RHEAUME: This was solely to ensure that we were on the same wave- 
length. My question relates to the administrative costs which we have not dis- — 
cussed today. Your brief makes certain specific recommendations on how the 
_ plan might be changed, but we have not had an opportunity to discuss with you, 
Mr. Coward, whether or not this would result in some direct administrative 
costs. This is the area in which I want to ask my question and the supplemen- 
taries which will follow. In your opinion would the elimination of the $600 
minimum for the employed and the $800 minimum for the self-employed 
reduce the administrative costs of the Canada pension plan? | 


Mr. Cowarp: Yes, to a small extent, but with the capacity of modern com- 
- puting systems I would not like to say to what extent. The cost of the adminis- 
tration has not been a major factor in our consideration. We think that under- 

_ standing the plan is more important. 


Mr. CHATTERTON: Madam Chairman, I have a supplementary question. Is 
the cost greater to the person submitting the application or to the central 
- administration? 


Mr. Cowarp: I think there would be administrative costs to the central 
administration and also administrative costs to the employer, and there is, in a 
- sense, a cost or nuisance value to the poor employee who has to claim a refund 

—which might be as much as $10 in a year, but will mostly be a small refund. 


Mr. RHEAUME: This is my supplementary question in relation to adminis- 

trative costs: Would the elimination of something in excess of one million 

claims per year for refunds alone result in a substantial administrative saving 
_ spread throughout the federal government, the employer and the employee? 


Mr. Cowarp: I think there would be some saving, but I cannot say what 
_ its magnitude would be. It seems to me, however, that we should just get rid 
of an exceedingly irritating and useless feature of the plan. A plan that is 
- designed from the outset for over one million refunds is surely a plan that 
4 should be looked at again. 


i Mr. Francis: I have a supplementary question: Would there be no refunds 
at all under your proposal? 
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Mr. CowarpD: There would certainly be refunds to those who have incomes 
in excess of $5,000 and who work for more than one employer; but there will | 
not be the other refunds, the number of which was estimated at 1,058,000 by the 
federal officials. These refunds will be eliminated. 


Mr. Francis: Would you give a refund to a man who earned $500 and paid 4 
his tax? 


Mr. CowArp: No. 


aq 


Mr. FRANCIS: Would you qualify him for a benefit? 
Mr. COWARD: Yes. 


Mr. FRANCIS: So that this plan would get everyone who theoretically earned © 
a single dollar a minimum pension of $25? 


Mr. Cowarp: They will count these earnings in their average as they would - 
now count a year of zero earnings in their average, and they will all receiv 
the $25 minimum if applicable. 


In connection with some of these groups with very minor earnings from 
whom collection could be very difficult and perhaps quite inexpedient, we would — 
suggest that they might be exempted by regulation, as I think was proposed in P 
the first version of the Canada pension plan. 


Mr. RHEAUME: My supplementary question, Mr. Coward, is this: In view — 
of the inside information you have on the secret paper which has not been pro- © 
duced, would it, in your opinion, be possible for an employee without outside © 
help to be able to properly fill out a claim for a refund in a year? I have asked | 
you what would be the administrative costs of refunds, and you said nothing. In ~ 
your opinion, would a person in the less than $600 bracket in the case of the em- a 
ployed and less than $800 bracket in the case of the self- -employed be able to — 
fill out a claim adequately? . 


Mr. Cowarp: I think some would have difficulty, but the cases in which I a 
think it would nearly always be impossible would include the case of a man with “a 
low earnings who has part of those earnings from employment and part from — 
self-employment. I think that type of worker of low income would be quite 
incapable of filling the claim form. This is the more difficult case, where he has © 
partly self-employed earnings and partly earned income. 


Mr. RHEAUME: My final question, which is really my first one, is as follows: — 
I am trying to get from you an estimate of the possible savings in administration _ ‘ 
which your total package might present in comparison to the federal plan to is 
offset some of the added expenditure which we know it would involve. I ques- — 
tioned you specifically on the elimination of the floor level of collections. You 4 
also proposed that the earnings index be abandoned and that the pension index 4 
be substituted for it. You proposed a method whereby it would be easier to 
integrate the federal plan with the existing private plans. You proposed an _ 
amalgamation of old age security and old age assistance, and you proposed a — 
retirement test. Can you give the committee any assessment of the kind and — 
extent of administrative savings which would result to offset some of the added — 
costs? 


Mr. Cowarp: I am sorry to disappoint you but I do not think I could give ; 
you a figure in dollars or in percentage. I believe that it would be very appreci- 
able, a worth-while saving, but I cannot give you a figure on it. 


_ 


. CHATTERTON: Mr. Chairman, as I interpreted Mr. Gray’s question, it 
seems eas me you have indicated you have not carried out calculations on your 
own to substantiate your recommendations. Do I take it you made your own ~ 
calculations which led you to believe that these recommendations are feasible? 


CANADA PENSION PLAN 1721 


Mr. Cowarp: We have made our own experimental calculations. We have 
used the excellent actuarial report of the federal government as a crutch and 
as a support on some features. 


Mr. CHATTERTON: Are you satisfied that the experimental calculations that 
you made were sufficient for the government of Ontario to make these recom- 
mendations? 


Mr. COWARD: Yes, we satisfied ourselves with the general feasibility of the 
program that we have suggested. There are some costs in respect of which we 
do not have sufficient figures or reports of sufficient accuracy. Therefore, we have 
a reasonable element of uncertainty with regard to the exact amount that should 
be filled in, the level of the flat addition in particular. 

Mr. CHATTERTON: Thank you. 


Mr. Gray: May I ask a supplementary question? Do you think it really is 
safe from the point of view of the effect on the national economy, and so on, to 
make these recommendations without having reports available to you which, as 
you say, have sufficient accuracy? 


Mr. Cowarp: We have figures before us which we think are reasonably ac- 
curate. We have made a number of calculations. I feel this question could have 
been turned around, because some of the federal proposals were made in rather 
a firm form before definite actuarial results were available, at least to the public. 

Mr. Gray: Did you agree with that? 


Mr. Cowarp: No. It has been one of our criticisms that apparently the 
federal government has gone ahead and designed its plan before receiving 
actuarial and economic reports. 


Mr. Gray: Which is exactly what you have done in this presentation. 


Mr. Cowarp: No. We had some reasonable calculations which satisfied us in 
respect of the general soundness of what we have proposed. We left enough 
room, by not coming down with precise benefit figures, for an adjustment up- 
wards or downwards if the costs were greater or less than we first believed. 


Mr. Luoyp: Supplementary to that, I understand that the work task force 
of the federal civil servants—like your good selves—has been engaged in pro- 
jecting the form of wage related plans for several years. This is my understand- 
ing, and J think this is generally agreed. Therefore, I think it might be fair to 
qualify your comments to the extent that if any economic studies have been 
made and if actuarial computations have been made by the federal government, 
at least they were not accessible to the general public. I think that is a fair 
statement. 


Mr. Cowarp: I think that might be fair. I believe it might be fair to suggest 
that the actuarial information we had when we made these recommendations 
is as sound as the actuarial information the federal government had when it 
first proposed the Canada pension plan. 


Mr. Luoyp: I do not quarrel with you on this statement, but rather wish to 
eliminate some sensitivity on the matter. 


Hon. Mr. Crotu: Very early in the game this morning, the first question I 
asked was what would (c) and (d) cost? I thought that was the crux of the 
whole business. At that time I did not press this because you thought you were 
not in a position to answer it. However, for the life of me, I cannot understand 
why this would not be the first thing you would get at, being a person as you 
are with a great deal of knowledge in respect of pensions. You suggested today 
this never had been put in this form before anybody. Having put it before us 
poor members of parliament in this form, was it not the proper thing to do to 
say, ladies and gentlemen, it will cost you X dollars approximately and that is 

it; are we not entitled to that? 
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Mr. ERS I regret i am not in the Andie to give you that sim 
answer. I wish it were easy to produce actuarial figures in that way, but 
not. Will you please bear with us because this brief was put in its final form 
at rather short notice. We had sufficient actuarial calculations done, by abbre: 
viated methods, to satisfy us that this is not an unreasonable or absurd proposi 
tion in any way. The refinements we will leave for a little later. 


Hon. Mr. Crotu: Mr. Coward, the only purpose in my asking that i 
whether you know it or not, you have friends around the table who think as 
you think. We thought at least we would get some help from you to argue our 
case and to help us support you. E: 


Mr. Cowarpb: The calculations I have are not in a form in which I could 
present them to the committee. q 


Mr. CAMERON (High Park): That was the answer Mr. Coward gave this 
morning for not giving the figures. Mr. Knowles wanted them in a particular 
form and he said he was sorry but he did not have them in that particular for 1. 


Hon. Mr. Cro.u: I did not ask for any form. I just asked for the figures. : 
Mr. Gray: In your brief you say: . 


In making the above recommendations, Ontario is not raising nev v 
issues at the eleventh hour. q 


I wonder what you were doing in respect of preparing tables and calcula- 
tions in the first ten hours. ae 


Hon. Mr. Crotu: They have done a good job. 


Mr. Prittie: With regard to this matter of people earning $600 and below i 
there are two things I would like to know. First of all, what additional revenue © 
would this bring to the plan if these people were covered up to $600 and $800 | 
for self-employed? I am wondering also whether these people can be identified 
in any way; it seems to me the suggestion has been made that in many cases 
perhaps these persons are marginal farmers, but I would suggest that in ma y 
cases they are housewives who work part time in stores. What I am pointing | 
out is they may not all be people living at a poverty level, but that there may be 
many persons who are urban workers who do not earn more than this in ¢ 2% 
year. I am wondering what group of people earning $600 or less make these 
returns, where they live, and who they are? Perhaps Mr. Osborne knows. 


Mr. OsBorNnE: I cannot answer the question with a degree of precision in i 
respect of who the people are and where they live; but I have seen some figures - 
which indicate the majority of the people are Gedee age 25 and for the most” 
part people earning less than $500 a year either are the relatively young or 
the very old. Apart from age, we cannot indicate what kind of occupation they 
may hold. 


Mr. CHATTERTON: As I understand it, this morning it was suggested certall n 
types of casual employees might be excluded from contributing in this group 
that is now exempt, and yet you say that anyone contributing under the Canada 
pension plan will have a minimum pension of $25 a year when he retires. q 


Mr. Cowarp: Anyone, whether or not he contributed under the Canada h 
pension plan will have a minimum pension from that plan of $25 a month. © 


Mr. CHATTERTON: Without any regard to the age of 18 years? J 


Mr. Cowarpb: Without regard to his contribution record at all. It is ou Ir 
feeling that it is necessary to provide a bentfit from this new fund that is being 
established to all who are in need. The evidence is strong that those who 
already are retired had lower earnings when working, had less oppor 
of contributing to pension plans and are more likely to haxe exhauste 

their savings. Some are veterans, as you know. These people are likely as | a 
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emographic group to be more in need than those with earned income who 
will come up to retirement in 10 or 20 years from now. The problem we are 
attempting to solve relates to the fact that under the present proposals the 
lan provides cross-subsidies to those who are in less need and escalation again 
favours those who are less in need. 


Mr. PrRITTIE: This morning there was some discussion about the statement 
made by Premier Robarts and the word irrevocable was used. I do not know 
what changes to the Canada pension plan will be made, or whether Ontario’s 
views will be incorporated, but it would appear that all their ideas would 
have to be incorporated before any changes were made in the Canada pension 
plan. I am referring to clause 115, subclause (4) of the bill where it says: 


) —which proclamation may not be issued and shall not in any case 
have any force or effect unless the lieutenant governor in council of 
each of at least 2 of the included provinces, having in the aggregate not 
less than 2 of fie population of all of the included provinces, has signi- 
fied the consent of such province thereto. 


I would imagine that the province of Ontario would be quite pleased with 
that section, because it would mean in effect that there would not be changes 
in the future without your approval. Have you any comments to make? 


Mr. Cowarp: I would like to comment by referring to the statement made 
by Mr. Robarts on January 21, 1965, which statement has been put into your 
records, wherein he referred to the safeguards which had been put into the 
legislation. He said: 

In this context, I have come to the conclusion that bearing in mind 
the safeguards which have been put in the legislation, it would be in the 
best interests of the people of Ontario and the best interests of Canada 
that we in Ontario accept the Canada pension plan in principle and 
bend every effort to make this plan truly national in scope for the 
benefit of all the citizens of Canada. 


Mr. KNOWLES: Would you please read from the top of page five where he 
indicated how this section can be put in? 


Mr. COWARD: Yes. 


Of greatest importance to the people of Ontario, we requested safe- 
guards in order to prevent unilateral changes in the provisions of the act, 
particularly in regard to benefits and contributions. As a result of our 
request, a section was inserted in the act which, in effect, provides for 
consultation with the provinces before any future changes may be made 
in the plan. As the plan now stands, no amendment of substance 
can be made until after a notice period of at least two years has elapsed; 
and such changes can be effected only if assent is given by two thirds 
of the participating provinces with two thirds of the population of the 
participating provinces. In effect, this .gives the people of Ontario, 
through their government, a clear right to be consulted in the future 
and to decide upon the implications and desirability of any change that 
may be proposed. It provides an effective veto over changes of substance 
with which we may not agree. 


Mr. KNOWLES: This also was one point which Ontario got as a result of 
discussions with ‘the government of Canada. 

Mr..Cowarp: Yes, sir, and I have pointed out that we have been pleased 
with the amendments which have been made on several points in accordance 
with our request. But I have also pointed out that these generally do not relate 
to the benefits of retired persons and the contributions that will be paid. 
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Mr. KNOWLES: That was supplementary, and it was not my main question, © 
The CHAIRMAN (Hon. Mrs. Fergusson): I know Mr. Monteith’s name was _ 


down on the list, and when I called it, Mr. Chatterton asked to take his place. © 


Mr. FRANCIS: Perhaps Mr. Monteith should be given an opportunity now. 


The CHAIRMAN (Hon. Mrs. Fergusson) : Your name was on the list; when q 


I called it, Mr. Monteith, Mr. Chatterton asked to take your place. Do you wish 
to speak now? 


Mr. MontTeErtH: No, it does not matter. 


The CHAIRMAN (Hon. Mrs. Fergusson): Perhaps you may do so later if you 
like. 


Mr. Monteiru: All right. 
The Cuairman (Hon. Mrs. Fergusson): I think Mr. Munro is next. 


Mr. Munro: Madam Chairman, this morning Mr. Coward was asked a 


question by myself and others regarding this proposal of $25. I believe 
it was indicated that, though the specific proposal itself had never been made 
before we received this particular brief, during the course of negotiations in 
some six federal-provincial conferences and other negotiations between the 
federal sovernment and the provinces, Ontario had been concerned regarding 
this general area of making flat benefits payable under the Canada pension 
pian. Is that a fair statement of your position to date? 


Mr. CowarpD: What I said was that on many occasions we had pointed out 
that the plan left out a large group of needy people. I do not think we said 
in these earlier briefs that there should be a flat benefit, sir. But we have 
pointed out on many occasions that there are gaps in the coverage which con- 
cerned us, Perhaps we might have made the implications a good deal clearer, 
but the way to fill a gap is to give some benefit. 


Mr. Munro: Yes, but there is no proposal as to how it should be done. 
Mr. Cowarp: No, sir. 


Mr. Munro: Madam Chairman, I would also ask the permission of the 
committee to table the two statements by the Hon. John Robarts of September 
9 and 10, 1963, which were tabled in the house and the letter from the premier 


of the province of Ontario to the Prime Minister of Canada of February 13, — 


1964, which was also tabled in the house. 
Mr. KNOWLES: These are all election speeches. 
Mr. Munro: No, these are letters concerning the Canada pension plan. 
Mr. KNOWLES: They are already public documents. 
Mr. Munro: I would like to have them appended to the minutes here. 


Pe ae ee 


The CHAIRMAN (Hon. Mrs. Fergusson): Is there a seconder of the motion? _ 


Mr. FRANCIS: I second the motion. 


Mr. Munro: I think it should be noted that in both these letters from the 
premier of the province of Ontario to the Prime Minister of Canada that the 
premier of Ontario endorsed a contributory type of pension scheme and indi- 
cated his interest to see that it was national in scope. 


The CHAIRMAN (Hon. Mrs. Fergusson): Do you wish me to put the 
question of whether these should be placed on the records? 


Mr. Munro: I am sorry, I did not notice that it had not been done. 


The CHAIRMAN (Hon. Mrs. Fergusson): No, I did not have the opportunity. 
It has been moved by Mr. Munro and seconded by Mr. Francis that these 
documents be appended to the record. 


Motion agreed to. 
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@ Mr. Munro: It eae a contributory pension plan national in scope. I 
aa a think that that is the point stated in both these letters. Would you agree that 
that certainly is an endorsement of the basic principle, although I would admit 
- that there are a lot of variations from it. } 

Mr. CowarpD: May I read from the letter of February 13, 19642 I believe it 
was the one which was just tabled. 


The CHAIRMAN (Hon. Mrs. Fergusson): Yes. 
Mr. Cowarp: It reads as follows: 


To concentrate all extra benefits on persons with earned incomes while 
i everyone now aged 70 or over is limited to a pension of $75 a month 
ii is plainly inequitable and will surely lead to pressures for pension in- 
¥ creases, involving a further rise in the old age security rates of taxation. 


I agree with you that this did not suggest that these extra benefits come 
from the Canada pension plan, but referred to pressure for an increase in old 
age security. But there is very plainly stated the big gap which we felt existed 
in the proposals of the government. 

a Mr. Munro: The area of major departure here would be that at this time 
| Ontario in effect is requesting that consideration be given to this suggestion 
___ developed much more specifically now in your brief. We make up this sum of 
$400 million to $500 million which has been given as an estimate out of the 
Canada pension plan in order to provide these benefits. I think that would be a 
fair statement, and it has never been advanced until this day. | 
" Mr. Cowarpb: The figure in question would be $385 million, not $400 million 
Ye or $500 million. That excludes extra contribution income which we suggest 
_ should be received. What we are proposing in part which is new, as I have’ 
said, is that we should go back to a feature of the first version of the Canada 
i pension plan by which part of the resources are used to finance fiat benefits. We 
i) propose that you should go back to a feature which was in the Canada pension 
e, plan of July, 1963, and that the amount of the flat increase should start perhaps 
., at $25—or under a more refined calculation, it might be somewhat greater 
__ or lesser as an adjusted figure. : 
iM Mr. Munro: In the statement which has been tabled by Mr. Robarts of 
A September 9 and 10, 1963, the only reference there in any further submissions 
_  ~which have been tabled as far as letters from the Premier of Ontario are 
' concerned is in regard to an increase in the flat rate benefit, or an increase 
from $65 to $75. Let me refer you to page 2 of the premier’s letter of September 
10, 1963. 

Mr. Cowarp: I think you are eiohe Our thinking has moved on since 

September, 1963, and I think that all of us have changed our thinking over 
i the course of the last year and one half. 
i; Mr. Luoyp: I have a supplementary observation. It is in the light of this 
‘ and other discussions that we are expected as reasonable-minded Canadians to 
y do a reasonable job of work in recommending amendments. We well may 
: make some recommendations to bring into effect some of the things we discover 
4 as a result of these public hearings and other evidence brought before us. 

Mr. Munro: If your proposal would mean that it has all to come out of 
the Canada pension plan, it would have the effect to a great extent of doing 
away with the plan. 

Mr. Cowarp: No, sir. According to the evidence that has been previously 
given, and in our opinion, the fund would be lower, but it would still be one 
half the previous figure, let us say, when it reaches its peak. 

Mr. Francis: May I ask a supplementary? I believe Ontario estimates 
that in 1970, with contributions of something under three per cent, the rate 
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of increase in the fund would be—I am trying to check it here. It seems to me 
there were $410 million difference on 3 per cent and $420 million on 4 per 
cent. This certainly does not leave a very great margin for accumulation of 
a fund if we increase benefits in the order of $370 million or $385 million. 
Mr. Cowarp: To what figures are you referring? 
Mr. FrRANcIS: The actuary’s report presented to the committee. 


Mr. Cowarp: And the actuary’s report on page 16 shows that in 1970 the 
fund would receive $519 million from contribution income. 


Mr. Francis: And benefits and expenses would be $98 million on 3 per 
cent? 


Mr. Cowarpb: Yes, and Mr. Osborne has suggested that the extra: costs 
would be $385 million. We have suggested that the extra contributions would 
result in an additional income of at least $100 million. 

This seems to me to be providing a fairly satisfactory rate of growth for 
the fund. 


Mr. CHATTERTON: Did you say between $100 million and $120 million? 
Mr. Cowarp: I said, I think, between $100 million and $125 million. 


Mr. FRANcIS: Has Mr. Osborne substantiated the figure of $100 million in 
extra contributions? 


Mr. OSBORNE: I said I would ask the chief actuary to estimate the extra 
contributions that might be collected, but I have not that information available. 


Mr. FRANCIS: Madam -Chairman, subject to this provision which can be 
filled by the estimates of the chief actuary, on the face of it there is something 
like $420 million excess of income over outgo on the actuary’s estimate. Against 
this there will be $375 million less whatever income is received from the extra 
contributions which would be up to $600 and up to $800 for everybody? 


Mr. COWARD: Yes. 


Mr. Francis: I hope we can come back to this when we get this gap in the 
information filled because it is important. I would not like to see the fund 
dissipated. 

Mr. Cowarp: This means that in that year the fund would ‘be growing 
by something ‘in ‘the neighbourhood of $136 million to $150 million and, gentle- 
men, if this is regarded as an inadequate rate of growth—though I do not 
know what your yardsticks are—you can adopt a benefit which is somewhat 
less than ‘the $25 that we have mentioned. 


Mr. STEVENSON: Madam Chairman, may I add one point to that? I do not 
like to get into figures when we have not placed figures before you, but the 
effect of the $25 to recipients of old age security is something which will be 
felt with its greatest impact in the earlier years of the plan. In future years, 
the $25 million to those reaching retirement age will not have such a great 
effect because to most people this will be paid out in Canada pension plan 
benefits anyway.'So we have a sharper effect on the build-up of the fund using 
our proposals ‘in the earlier rather than the later years. 1970 may be the year 
in which ‘we would ‘reach just about the maximum excess in outgo. 


Mr. FRANCIS: The maximum would be in the first year. 
Mr. CHATTERTON: What would be the maximum year of difference in cost? 
Mr. FRANcIs: I would think that would be the first year. 


Mr. STEVENSON: One thing was not spelled out this morning. In our own 
considerations we were envisaging the payment of the old age security benefit 
to people between the ages of 65 and 70 after a retirement test, in much the 
same way as the age reduced pension is considered in the present proposals. 
The idea is that it would become available to people of 69 next year and to 
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people of 68 the year following, up until 1970, which would be the first year 
when people aged 65 would be eligible to take the ot old age security pension 
after the retirement test. 

Mr. FRANCIS: Excuse me. Is Mr. Stevenson saying he supports the prin- 
ciple of an actuarially reduced pension prior to the age of 70 as proposed in 
the Canada pension plan? 

Mr. STEVENSON: No, not at all. It is just that the introduction of the pay- 
ment of old age security benefits upon a retirement test would come in grad- 
ually. It would be an option available to people aged 69 next year, to people 
aged 68 the year following, and so on. 

Mr. FrRANcIS: Is this in your brief? 

Mr. STEVENSON: No, this is not in our brief, and this is why I said— 

Mr. FRANCIS: You are bringing this to the attention of the committee for 
the first time? 

Mr. STEVENSON: Yes. It is introducing the extra cost somewhat more 
gradually than it might appear. 

Mr. FRANcIS: Has this been submitted to the government in discussions? 


Mr. STEVENSON: No, it has not. 

Mr. CowarpD: May I just say this? Our brief—and if you look at para- 
graph 19 you will see this—suggests that a benefit of perhaps $25 a month be 
paid under the Canada pension plan to all persons receiving old age security 
benefits. 

Mr. FRANCIS: Yes. 

Mr. Cowarpb: It was our idea that the qualification, the age at which 
they might first be received, wouid be the same as in your proposal. We did 
not mention a change in that feature. 

Mr. FRANCIS: You would not have reduced the dollar amount of the 
pension but you would have staged the years at which the $25 became available 
as an option? ; 

Mr. COWARD: Precisely, sir. 

Mr. Munro: Madam Chairman, may I continue? This, of course, would 
mean that if we tried to preserve the national scope of the plan—and it has 
been advocated not only by the premier of Ontario but, I am sure, by all—then 
if your proposal were to be adopted the Quebec government would also have 
to provide this additional $25 out of the contributions made in their own 
province. 

Mr. CowarbD: We would hope that the province of Quebec might be per- 
suaded by our arguments, and the arguments of other people who presented 
briefs to this committee, to modify their plan as you might modify yours. 

Mr. FRANCIS: In the light of this does Mr. Coward not think another 
round of discussions would be called for with the provincial authorities for 
the adoption of these recommendations? 

Mr. Cowarp: I cannot answer that question. I do not think you will 
settle it this afternoon, obviously. I cannot engage, however, in the problems 
involving the government of Quebec. 

Mr. Munro: The suggestion that is now being advanced in your brief 
would mean that there would be a heavier drain on the fund that would be 
accumulated in Quebec should Quebec see fit to adopt your suggestion. 


Mr. COWARD: Yes, sir. 


Mr. Muwro: I think you would agree, would you not, that Quebec and 
other provinces have indicated quite an interest in having a fund accumulated. 
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Mr. Cowarp: I do not know about other provinces, except Quebec. 

Mr. Munro: And you do agree that they have been particularly interested 
throughout? . 

Mr. CowarD: Quebec has expressed its interest in having a fund. 


Mr. Munro: Then, certainly, to preserve the national scope of the plan, 
as indicated in the recent address of the premier of Ontario, this is certainly 
a major consideration that will have to be taken into account by the members 
of the committee. Do you not agree? 


| Mr. CowarD: Certainly it is a major consideration. I hope this will not ; 
_ prevent our recommendations being considered favourably by this committee. 

Mr. MONTEITH: May I ask a supplementary question? i 

Mr. Luoyp: May I ask a supplementary question? 

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Monteith. 

Mr. MONTEITH: I think I am using your words, Mr. Coward, when I say ! 
that Ontario is looking for a sound practical plan which would assist the 
most people in the best possible way. You have presented many arguments in 
your brief, and I assume it is Ontario’s position that in such a serious, long 
term proposition as a pension plan an effort should be made to get together 
with Quebec to come to some decision about meeting your requests. 


Mr. Cowarp: I think all I would like to Say on that is that if any such 
meetings are arranged I am sure Ontario would be glad to participate, but it 
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seems to me that we are now getting into a political area— 

The CHAIRMAN (Hon. Mrs. Fergusson): I think so too. 

Mr. MONTEITH: There are a few more political areas I would like to get : 
into, Madam Chairman! . 

The CHAIRMAN (Hon. Mrs. Fergusson): I do not think we want to bring ; 
in that type of question if we can avoid it. ; 

Mr, MONTEITH: I have one further point, and I do not think this is being F 
political. 4 

Has Premier Lesage not recently indicated at least an interest in Ontario’s : 
plan? I understand he made some statement to the effect that he was not j 
going to introduce his legislation until the Ontario plan had been presented 4 


o 


and examined. 


— 
ee 


Hon. Mr. Cro.u: He said he would not do so until the dominion plan had 
been passed; that is what he said. 


The CHarrMAN (Hon. Mrs. Fergusson): Have you anything to put on 
record in regard to that statement? 


Mr. Luoyp: It was on record this morning. 


Mr. Cowarp: It appears in the Globe and Mail of January 30. The first 
paragraph reads: 


Premier Jean Lesage said yesterday that Quebec’s pension legisla- 
tion will be introduced as soon as he knows how it may be affected by 
Ontario’s entry into the federal plan. 


. ———— ea 
ce ae 


Mr. KNOWLES: Presumably if that statement from the Globe and Mail 
is the gospel truth, the other one which was quoted today—the one that 
included the word “irrevocable”—is also gospel truth. 


Mr. Luoyp: I will be brief. I am trying to keep the figures straight. I 
keep remembering what Mr. Coward always tells us. He says that when we 
are calculating the costs of the proposal we have to remember that in essence 


ane ; 
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-—and I think these are the Ssraeh you used, Mr. Coward—the elimination of 
the $600 exemption gives us a very substantial increase in income. Is that 


not so? 
4 Mr. Cowarp: Yes. 
| Mr. Luioyp: It represents 3.6 per cent of $600, in respect of every person 
_ who earns $600 or more up to $5,000. Is that correct? 
Mr. Cowarp: Yes. 7 

Mr. Litoyp: Which is a very substantial sum of money. I think what 
you are suggesting to us, if I interpret your comments correctly, is that the 
cost of the increase in old age security will in substantial measure be made from 
the increased contribution by eliminating the $600 exemption. Is that not what 
you are saying? 

Mr. CowArp: I would have to vary that a little. The costs of the oF basic 
benefit will be high in the early years because we are providing it to those 
already retired who have no benefit from the Canada pension plan and this 
cost, other things being equal, will decrease as years go on, whereas the 
income from contributions on the first $600 will tend to increase,— 

Mr. Luoyp: And, continue. | 

Mr. Cowarpb: —so in the initial period the costs of the $25 will be higher 
than the extra income. I think this may be reversed later on. 

Mr. Ltoyp: But your rough work sheet figures, as I recall them, would 
indicate to me that at the 3.6 per cent rate, bearing in mind all the other 
actuarial computations that have been made, it would still leave a substantial 
funding of the fund. 

Mr. Cowarp: It would still leave a substantial funding, yes. 


Mr. Munro: Madam Chairman, may I continue? It seems that everyone 
has been putting supplementary questions. 

The CHAIRMAN (Hon. Mrs. Fergusson): I have other people on the list but 
if your question is supplementary, Mr. Munro, proceed. 

Mr. Munro: In effect then, this proposal of doing away with the $600 
exemption and creating a drain on the fund would hit at the two areas on 
which the province of Quebec has been most insistent throughout the series 
of negotiations since the beginning. 

Mr. Cowarp: I am sorry but I was not present at these Hecate ons and 
I do not know what they insisted on. 

Mr. Munro: I am talking about the stand that has been taken as a result 
of the position of all the provinces from public statements that have been 
made in respect of these conferences. I was not present either. But, surely 
you are not saying that you are not aware that these two areas were very 
close to the heart of the province of Quebec. 


Mr. Cowarp: It would result in a smaller fund and it would mean the 
elimination of the $600 exemption. 

It is our opinion that the average worker may be willing to pay this small 
extra contribution, not more than 90 cents a month, if he understands that 
this is providing $25 a month for his grandmother who is now retired. In 
fact, in our discussions we have called this the “$600 plus granny” proposition. 
The public will be asked to pay slightly higher contributions by basing them 
on all income, and this will provide extra flat benefit for the old folks in the 
case of many families, which would be very acceptable to the people of 
Canada. 

Mr. Munro: Just in conclusion then, Madam Chairman, could I ask Mr. 
Coward this question. Assume this does form the basis of the two things 
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closest to Quebec’s heart and because of our interest to preserve the plan as 
a national one as far as the provisions are concerned, would you be in favour, 
if your suggestions were adopted, of having the revenue to maintain the 
benefits you are recommending taken out of the old age security fund? 

Mr. Cowarp: No, sir. I think that the two plans should be integrated. You 
asked me for my opinion and this is my opinion. It would only postpone the 
day when the pressure would arise from old age recipients for increases which 
they would want to get from a multi-billion dollar fund, in which they have 
absolutely no part. 

Mr. Munro: So, unless you get them out of the Canada pension fund you 
are not in favour of the recommendations being implemented? 

Mr. Cowarp: I would not £0: thateiar, 

Mr. Munro: Well, presumably it has to come from the general revenue 
somewhere. 

Mr. Cowarp: You asked me if I would favour it coming from the old age 
security fund, and I said no, it is my opinion it should come from the Canada 
pension fund. And then you asked me if we should abandon the proposition 
altogether, if this happens to be impossible, and I am afraid I cannot agree 
with that. 

Mr. Muwro: If it is impossible for it to come from the Canada pension 
account what other source of revenue would you advise to maintain this 
benefit? 

Mr. Cowarp: If it is proven to be impossible we could go back and have 
further discussions with our’ task force. But, I think this is forcing us into a 


position in which I am unable to answer your question, for which I am SOITy.. 


Mr. STEVENSON: If I could add a comment in respect of this point, this is 
One we have been discussing a good bit, and we ourselves are not absolutely 
sold on it. 

This morning we were talking a little about the impact of financing welfare 
benefits solely from a payroll tax, and some of us may have ideas that there 
might be some greater integration of financing between the two; but, you have 
asked for personal opinions and here they are. 


Mr. Munro: It just seems so strange that recommendations such as these 
would be made at this late stage in view of the general position known in 
respect of all the provinces and the efforts made to maintain a national scope; 
yet you have no alternative suggestions as to how it could be accomplished 
and— 


Mr. Cowarp: If I could interrupt, are we supposed to have alternative 
suggestions? I am sorry but I do not think it is reasonable to ask that we 
should come up with alternatives. We have suggested an alternative to the 
Canada pension plan, with alternative provisions, and if we have to have 
alternatives to our suggested alternatives I do not know where this thing 
would end. 


Mr. Munro: I think you have to accept a certain amount of responsibility 
for recommendations so far as the means of implementing this is concerned. 


Mr. CowarD: Yes, we accept the responsibility 


Mr. Munro: You have known the position of one province and the prob- 
lems we have encountered in an effort to get the other provinces to agree. 
You must have been fully aware of the implications as far as implementing 
your suggestion is concerned. I would think that over a period of one and a 
half years of negotiations if there was any sincerity with respect to these 
proposals they at least would have been made a good deal before this time, 
knowing as you do how it involves the interests of al] concerned. 


\ 
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Mr. MONTEITH: This has been before us since last April or May. 


Mr. AIKEN: Madam Chairman, there is obviously a deficient plan before 
us and surely someone can make suggestions as to how it can be improved 
upon. Suggestions have been made on many occasions that there are no such 
implications in this plan. It is deficient. . 

The CHAIRMAN (Hon. Mrs. Fergusson): I do not think we can accept your 
words that it is an obviously deficient plan; it may be subject to criticism, 
but it is a matter of opinion whether or not it is deficient. 


Mr. AIKEN: It is completely deficient on the point that has been raised 
this morning. There is no provision for this large group of people, on whose 
behalf the province of Ontario has made recommendations time and time 
again. If the federal government does not put them in, then surely they cannot 
come along today, as Mr. Munro has suggested, and say: We did not do it; 
you should do it. 


Mr. Munro: If you do think it is so deficient it seems very strange to me 
why you voted for it in principle in the house. 


Mr. CANTELON: Madam Chairman, I am getting sick of this kind of talk. 
We did vote for it in principle, yes, but that does not mean we voted for 
everything that was in it. 


Mr. MONTEITH: We were invited by the Prime Minister to make— 


Mr. Munro: When it gets into areas such as this, it seems to me that we, 
as Canadians, know how this plan evolved and how some of these features 
were put in to make it a universal plan. Some of Ontario’s suggestions have 
been incorporated; there has been give and take in all areas in order to 
maintain a universal scheme. . 


Mr. AIKEN: Madam Chairman, I have to object to Mr. Munro casting 
slurs at persons who come here and make suggestions. I think it is completely 
unfair. If he wants to go into the political arena he should go into it at some 
other time and not with this witness. 


Mr. LLtoyp: Madam Chairman, I think we will do much better if some 
of these adjectives that were used were forgotten about. When it was iden- 
tified and when it became knowledgable to Mr. Coward and his working 
staff and to ours, and to the premiers and to the government or the cabinet 
is not really important. What is important is this; can we at this stage still 
hope to improve upon what is proposed? This is the spirit in which we should 
proceed. I accept that this is the spirit in which Mr. Coward approaches us. 


Some hon. MEMBERS: Hear, hear. 


Mr. LuLoyp: We reserve the right and when the time comes to look at 
all the evidence, not only that of Mr. Coward and the province of Ontario, 
but the evidence of all the organizations submitted to us, and after getting 
the results from our staff in respect of costs and implications, we will make 
our recommendations. 


The CHAIRMAN (Hon. Mrs. Fergusson): You are quite right, Mr. Lloyd. 


Mr. Luoyp: And then at that time, if necessary, we can take political 
positions. 


The CHAIRMAN (Hon. Mrs. Fergusson): I do not think these arguments 
should be put to our witnesses. They are putting before us their ideas and 
the government of Ontario’s ideas in respect of this bill and how it can be 
improved upon. Now, whether we decide it can be improved or not is for us 
to decide later on rather than to argue with them now. 


Mr. Munro: I regret the remarks I made in that sense, Madam Chairman. 
I really rather felt, and probably I was carried away, that it would have 
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been nice to have had these suggestions over the last one and a half years, 


when we were negotiating with Quebec. 

Mr. CHATTERTON: May I add to that that our thanks should be expressed 
for having finally received them. 

The CHAIRMAN (Hon. Mrs. Fergusson): Yes, we are grateful you have 
brought them. 

Are there any more questions? Mr. Knowles has already spoken but do you 
have another question to put? 


Mr. KNOWLEs: I am in your hands concerning when my next turn is to come. 


The CHaIRMAN (Hon. Mrs. Fergusson): You have asked some supplementary 
questions and I thought perhaps that took care of what you had in mind. I 
would like you to notice that time is passing and that we have other witnesses 
waiting. 

Mr. KNOWLES: Madam Chairman, I have a little oil for troubled waters 
perhaps. Like Senator Croll, I would like to tell you, Mr. Coward, that there 
are some sympathetic ears around this table, particularly when you come 
before us and talk about the gaps in the total program with which we are 
dealing. You are not the first one to do that; we must have had at least a 
dozen, and most of us around this table are concerned about the gaps. You have 
identified two main gaps, as I read your brief: One is the position of people 
over 70 who have only the old age security pension to rely on, and the other 
is people between 65 and 70 who have nothing or very little of the Canada 
pension plan to go on. I am still trying to get the picture of what you are 
proposing as a way to fill these gaps: I am still trying to get your comments on 
one or two aspects. 

May I again make an introductory statement? I think the impression 
has got around, since Mr. Robarts made the statement the other day, that 
Ontario was advocating what amounts to an increase of perhaps $25 in old 
age security. Is it correct, as set out in your paragraph 19, that this $25 extra 
would be paid to all persons from January 1, 1967 receiving old age security 
benefits, but that after that it would be paid only in those cases where no 
graduated pension is payable to persons receiving old age security, with the 
slight qualification in paragraph 20 that if these people are not getting enough 
Canada pension plan benefit to bring them up to $100, then it would be brought 
up to that figure? 

Mr. Cowarp: No, the $25 will be available to everyone subject to the 
minimum restrictions of 10 years in Canada if they have no contributions under 
the Canada pension plan. 

Paragraph 19 states that those not entitled to any graduated pension, that 
is who get nothing from the Canada pension plan, will receive a flat benefit 
of perhaps $25 a month. 


Mr. MONTEITH: May I interject on this subject? Would this $25 become 
payable to those on old age security on January 1, 1967? 

Mr. Cowarp: Yes, sir, and it will be paid from the Canada pension plan 
fund. Paragraph 20 in our brief says that all those who do receive any gra- 
duated benefit will have this made up, if necessary, to a minimum of $25 or 
$50 for a couple. 


Mr. KNOWLEs: In other words—to get this clear let us suppose that there 
is this couple some time in 1970 who are both drawing $75 old age security. 
Between them they have $55 or $60 in Canada pension plan benefits. That 
couple would not get any of this $25 extra. In other words, this qualifies the 
interpretation I made this morning when I said you were advocating a $25 
increase across the board for those 70 and over. You are really not doing so; 
you are advocating a supplementary amount to bring people up to $100, but 


CANADA PENSION PLAN 1733 


Dit they get the $100 by virtue of the basic $75 plus the Canada pension plan 


e benefit, then they do not get this extra. Is that correct? 


Mr. Cowarp: That is correct. 


Mr. KNOWLES: Whether I agree or not, it is useful to have this point made 
clear. 


Mr. Cowarp: We would like it to be very clear. 


Mr. KNOWLES: Now, with respect to the group of people 65 to 69 years 
of age, when I look at the paragraph having to do with that, paragraph 35, 
I see you recommend that the retirement test should be used for both the 
Canada pension plan and for the benefit under old age security. I presume that 
when you refer to the retirement test you refer to the test which is in Bill No. 
C-136. Is that correct? 


Mr. Cowarpb: We are referring to it but we do not anbaie te say that 
the figures would not have to be altered. 


Mr. KNOWLES: You are aware that those figures are: up to $900 no reduc- 
tion, from $900, a dollar for every two, and from $1,500 up one dollar for 
one dollar. As I recall the evidence before this committee, the retirement test 
is worded in such a way that anyone taking old age security at the reduced 
rate does not have that money included. 


Mr. Cowarp: The retirement test does not apply to the old age security 
benefit at all. 


Mr. KNOWLES: So that you would not apply it either? 


Mr. Cowarp: No, sir, we would apply it. We are suggesting that it is simply 
not logical to have one method of dealing with early retirement under the 
Canada pension plan and a totally different method under old age security. 
The first thing to do, to make this a united and integrated system, is to pay the 
benefits on early retirement before the age of 70 on the same basis in the case 
of the two programs. It is our view that they should either both be age reduced 
or both paid in full amount subject to an earnings test. After considerable de- 
bate we have come to the conclusion that an earnings test will be considerably 
better to apply the money where it is needed. The old age security benefit will 
not be reduced to $51 if you take it at the age of 65 but will be made subject 
to an earnings test. 


Mr. KNOWLEs: In other words, people between the age of 65 and 69, if 
they need the earnings test we are talking about, can get a total of $100 a 
month. 

Mr. COWARD: Yes. 


Mr. KNOWLES: But there is that difference between them and those over 
70 that they have to submit to the retirement or the earnings test. 

Mr. FRANCIS: That is the only difference. 

Mr. KNOWLES: Have you not still quite a gap left when you have a retire- | 
ment test, and are you not also leaving a gap for the people over 70 by virtue 
of the fact that in the course of time this $25 supplement would disappear 
through being absorbed by the Canada pension plan benefit? 

Mr. Cowarp: It will only be absorbed by the Canada pension plan in 
the case of contributors, and there will always be persons who do not, for one 
reason or another, contribute to the Canada pension plan, as well as people 
with very small earnings who would need the $25 minimum. It is not something 
that will completely disappear; it is something which will become less important. 

Mr. KNOWLES: I have just one more question, and again I am asking a 
question that is sympathetic to the idea of filling these gaps: Would it not have 
been simpler, in this whole plan that Ontario is presenting to us, to have done 
what Ontario did a couple of years ago when you proposed the $65 base be 
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raised to $75 before the pension plan was built on top of it; that is, to propose 
a straight increase in the flat rate benefit without these retirement tests and 
absorption tests, and then have the Canada pension plan substantially as it is 
built on top of it? . 

Mr. Cowarp: It would be simpler but it would have involved additional 
taxation for the old age security fund. 


Mr. KNOWLEs: Or the consolidated revenue. 


Mr. Cowarp: But we did not think it was appropriate for us to suggest 
something that would require additional general taxation. 


Mr. KNOWLES: You would not be opposed to this kind of thing being looked 
at if the matter were considered further? 


Mr. CowarpD: We would not be opposed to it being looked at but I already 
expressed my opinion it would be better if the $25 were paid from the Canada 
pension plan fund. 


Hon. Mr. Crouu: We are getting down to the basics. I understand the only 
difference between our plan and the Ontario plan is the method of taxing the 
money. This is what you are saying. It is just as simple as that. 


Mr. MontTEITH: Oh no! 


Fion. Mr. CroLu: What you have said to Mr. Knowles now, when he asked 
you why you did not recommend an increase, is that it would involve taxation 
on the part of the federal government. 


Mr. Cowarp: No, there are other points beside this. I have mentioned that 
in my opinion if the old age security is increased and you still have a huge fund 
amounting to five or seven billion dollars to which one section of the population 
has no access or entitlement, pressures will develop. 


Hon. Mr. Croutu: But we are politicians. There are all these pressures on 
us whether there is a fund or there is not. We have been here a long time. 


Mr. Cowarp: I am trying to help you by relieving you of them. 


Hon. Mr. Croiu: That is not very convincing. The suggestion is worthy of 
consideration. When we finally got down to the differences between our pension 
plan and increasing the old age security section, you finally said that that would 
involve taxation by the federal government. Why would that concern you? 


Mr. STEVENSON: Could I make one comment? Could I refer Senator Croll to 
paragraph 12 of our brief on page 7? We very carefully endeavour to avoid the 
question of making specific recommendations in the field of taxation. We say: 


The government of Ontario believes that the proposed method of 
financing the Canada pension plan should not be regarded as immutable. 
If the royal commission on taxation were to find that the present proposals 
were greatly at variance with its recommendations for future develop- 
ment of the tax structure, it would be in the national interest to consider 
alternative methods. 


Hon. Mr. Crouu: We can turn a deaf ear to any recommendation if we feel 
it does not fit into our plan. All you are doing is putting off the day of the 
royal commission on taxation; these things are ifs. You have impressed us with 
the fact that there are gaps. Somebody has to fill the gap, and it is always 
the government on behalf of the people. We are prepared to fill a gap here 
and try to do it in any way we can. 

You come along with some suggestions and we are hungry for these sug- | 
gestions because we are not in love with this original bill either. Then, finally q 
when we get down to it we say, why cannot we do it in a way that will only 
affect the federal government and not affect the provinces. Finally, we say this ‘ 
will be a matter in which the government will have to impose taxation; is not 
that our responsibility; why should you bother about that? | 
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Mr. STEVENSON: Because we do feel this is a very major royal commission 


which now is studying the tax structure, which will be reporting later in this 


year—I would think their preliminary recommendations already are being 
formulated—and I think it would be more than a shame if we suddenly 
introduced a large measure of increased revenue which is similar to taxation if 
it is at great variance to their own recommendation. 


Hon. Mr. Crouu: Mr. Stevenson, the business of government does not stop 
waiting for recommendations of royal commissions. In fact, after they come in 
they have to be dust proofed, in any event, so it is a matter of some years no 
matter how good they are. We have business to attend to now, a pension plan 
to get ready, and we want help. 


The CHAIRMAN (Hon. Mrs. Fergusson): I think you have made your — 
point. Mr. Lloyd says he has a supplementary question. 


Mr. Luoyp: I have an observation to make in respect of the terms of 
reference of the royal commission. I have in my hand P.C. 1962-1334. For the 
record, the commissioners are appointed, under Part I, to inquire into and 
report upon the incidence and effects of taxation imposed by parliament, includ- 
ing any changes made during the currency of the inquiry. In view of these 
terms of reference, in view of the fact that since these terms of reference were 
written before the royal commission started, and since we now have an 
economic council and since again we have the tax structure committee, I do 
not think there is any harm to say, whatever you do, do take advantage of the 
agencies available to you to further refine our own observations. That is really 
what you say and there is no harm in saying that. 


The CHAIRMAN (Hon. Mrs. Fergusson): There are a few more persons 
whose names IJ have. If they have questions to ask which have not already been ' 
asked, certainly we want to hear them; we do not want to limit any questioning 
by members of the committee of the witnesses, and I am sure the witnesses do 
not wish it either, but we also have another delegation waiting to be heard. I 
hope you will bear this in mind. 


Mr. CHATTERTON: I am interested in paragraph 26 where it is stated that: 


The government of Ontario is of the opinion that the average Cana- 
dian believes that he will receive the full pension or something close to 
it at retirement. 


I might make the observation that I have expended some ten days in my 
riding on this matter with some 15 groups and my information is there is an 
impression among many retired people that they will somehow benefit. I think 
the press has been remiss in reporting the proceedings of this committee. I 
believe the Ontario government received Bill No. C-136 about the same time 
we did. 

Mr. COWARD: I think so. 


Mr. CHATTERTON: And you have had the months of November and December 
in which to examine it and prepare some recommendations. In paragraph 12 
you suggest the royal commission on taxation might be asked for a preliminary 
report. Would you not say in a plan as important as this that time should be 
allowed for such a recommendation by a royal commission? 


Mr. CowarbD: We feel very strongly that adequate time must be allowed 
to produce a good plan, but it is not our purpose to delay implementation of 
this plan. We will co-operate, and we will work as fast as we possibly can to 
help iron out these amendments and to get a good plan. For this reason we 
suggest the royal commission on taxation well might be willing to give you an 
interim report within a matter of perhaps ten days, or so. 

In general, a pension plan is not a thing which has to be put in force very 
hastily because you can deal with those who already have retired, or who are 
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retiring in the meantime. I hope this is an adequate answer. We are not advocat- 
ing delay so long as you have taken the steps that are necessary and so long 
as you are convinced the matter has been thoroughly investigated. 

Mr. CHATTERTON: So many people across Canada are not aware of the 
details or the effect on them. Do you feel that the earnings over the last ten 
years would make it simpler for people to decide whether or not they should 
retire rather than having to go back to their wages 30 years ago. 


Mr. Cowarp: Yes, but it will not be an acute problem until the plan has 
been running for 20, 30 or 40 years. There have been at least three variations 
of the Canada pension plan; there have been two variations of the Quebec 
pension plan, and in Ontario we even have had two variations of the Ontario 
pension benefits act. It has been very hard for the public to absorb. 

Mr. GRAY: What is the actual basis for the statement that the government 
of Ontario is of the opinion that the average Canadian believes he will receive 
the full pension, or something close to it at retirement? Has the government 
of Ontario taken a poll? 

Mr. Cowarp: No, but we have a Pension Commission which receives 
voluminous reports from all sorts of people. We have letters which clearly 
indicate that many people have misunderstood what this plan is doing. 


Mr. Gray: I suppose you have a lot of complaints about the Ontario pension 
benefits act, too. . 

Is it not a fact that although the bill before us did not have first reading 
until November, the white paper was available in August? 

Mr. Cowarp: There are some differences between the bill and the white 
paper. It is true a white paper was available in August. 

Mr. Gray: And the basic provisions of the plan also were a part of the 
correspondence contained in an exchange between Premier Robarts and the 
government of Canada in April. 

Mr. CowarbD: The benefit and contribution structure, yes. 


The CHAIRMAN (Hon. Mrs. Fergusson): I presume most of this correspond- 
ence would be from people in Ontario? 

Mr. Cowarp: Yes. Most of our correspondence is from Ontario, but we are 
in correspondence with companies outside Ontario who have a few employees 
in Ontario. Our pension benefits act in its practical effect is reaching outside 
Ontario to some extent. 


Mr. Monrertu: Roughly, how many pension plans are there in force in 
Ontario now? 


Mr. Cowarp: Approximately 7,500. 


Mr. MonterrH: Have you any idea how many there were in the United 
States at the time when the O.A.S.D.I. came into being around 1937? 


Mr. Cowarp: I do not carry that information in my mind. 


Mr. MonterrH: I am interested in paragraph 41 where you indicate in 
your opinion many of the amendments you are suggesting would make integra- 
tion easier for those who were faced with the problem. Have you anything to 
Say in expansion of your words here? 


Mr. Cowarp: Yes. I might remark there has been an impression that the 
only pension plans which need to be integrated are very generous plans. We 
are not entirely persuaded that these are the only plans which need to be dealt 
with. Apart from what I would call benefit integration, there is such a thing 
as cost integration where the employer and his employees together must find 
three or four cents an hour each for the Canada pension plan and are not 
prepared under prevailing conditions to pay that extra money and maintain _ 
their private plan. Integration therefore is a matter which concerns not only 
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We have a number of items in our brief which will make integration easier. 
I am not saying that they will eliminate all the problems, but they will at least — 
help. The 20 year transition period would have a significant effect, and would 
avoid cases which have been brought to the attention of this committee, where 
the pension exceeds the previous earnings—a very nice state of affairs if one 
can afford to apply one’s money in that particular way, but one which is usually 
regarded as somewhat inefficient. 

The exemption of the $600 would also assist, and the provisions for treating 
retirement between 65 and 69 on the same basis under old age security and 
the Canada pension plan would be a further advantage here. 


Mr. MONTEITH: Does Ontario at the present time have a widow’s assistance 
or just a female assistance act after 60? ; 


Mr. STEVENSON: Yes, I think it was last year that the widow’s allowance 
was commenced at 60 rather than at 65. 


Mr. MontreitH: And in those cases, such as the one which Mr. Chatterton 
asked a question about this morning, concerning certain people who retired 
at 60 or were forced to retire at 60, I think some discussion took place at that 
time to the effect that they would automatically retire on their pensions at 
that time. But the Canada pension plan according to your ten best years of 
earnings would eliminate those five years as part of their period of earnings. 

Mr. Cowarp: Yes, they would not be penalized by having five years of nil 
earnings between the time they retired and the age of 65. And presumably they 
would not retire unless they had some income from a pension plan of some sort. 


The CHAIRMAN (Hon. Mrs. Fergusson): Now, Mrs. Rideout. 


Mrs. RipEout: I have been listening with a great deal of interest to all 
the information regarding your proposed changes and I am going to ask a 
question about something which leaves a little doubt in my mind. For instance, 
you may have a man aged 65 who has retired, and because he has retired, he 
is eligible to receive $25 a month. But suppose you have a man who is 65 and 
he cannot afford to retire; he has to keep on working because of any number 
of reasons such as family illness, children to educate and so on, and he cannot 
afford to retire. So there must be continuing work for him. Do you think this 
is fair, when the man who has retired at 65 could be a millionaire? 

Mr. Cowarp: If he is a millionaire, a very large part of his benefit is taxed 
back. 


Mrs. RipEouT: I mean the person who cannot afford to retire. What posi- 
tion is he in? 

Mr. Cowarp: Presumably he earns considerably more than $100 a month, 
as he would otherwise not stay at work, so he is better off by continuing to 
work. 


Mrs. Rrwrout: He might not be working. He might prefer to be retired, 
but he is just in no position to do so. 


Mr. STEVENSON: May I interrupt to say what I think under our recom- 
mendations such a person would be better off than he would be under the 
present provisions. A person who perhaps is retired at 65 may still have rather 
large needs. Under the present proposal he may have failed to receive a pension 
at that time, and would be able to receive only the aged reduced old age 
security. So he would have to try to find another job, something which is very 
difficult after the age of 65. 

When you use an earnings test for people who receive old age security 
between 65 and 70, I think you face the question of need in this area, and you 
meet it much more adequately than you do under reduced old age security. 
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He would still be better off if he kept on working, but this is the same under 
the present proposal or under the proposal we have made. 

Mr. CowarpD: Under our proposal he will not be worse off than under that 
of Bill No. C-136. 


Mrs. RipEouT: That is a matter of opinion, and I still think he would be. 
The CHAIRMAN (Hon. Mrs. Fergusson): Are there any more questions. 
Mr. CHATTERTON: I have a question in regard to the next paragraph. 

Mr. Gray: May I have my second round? 


The CHAIRMAN (Hon. Mrs. Fergusson): I did not know there were any 
more wanting to speak. Do you have another question on the second round? If 
so, please go ahead. 


Mr. Gray: You may have done this, but I do not seem to recall whether 
you stated exactly what Ontario’s position was in respect of the concept of 
funding. Do you indicate that Ontario might have resources of sums available 
to the provinces? Would you give us the views of those you represent here of 
the size of the fund which should be available? 


Mr. Cowarp: If you refer to the letter from the premier of Ontario to the 
Prime Minister of Canada of February 13, 1964, you will see that he says: 
We are not opposed to partial funding. The fund clearly represents more 
than a working contingency reserve and yet falls far short of full funding 
in the conventional sense. There should be an established yardstick that 
will enable the actual progress of the fund to be compared from time 
to time with what has been budgeted. 


And later on he said: 


We therefore suggest that 90 per cent of the reserves should be made 
available to the participating provinces to be invested in their obligations 
or in such other manner as they may designate. 


Mr. Gray: What is the yardstick you are proposing? 


Mr. Cowarp: There are many yardsticks which could be established. I 
mentioned one or two this morning. Whatever yardstick is adopted should be 
one which is known to everyone so that we can see if we are going ahead or 
falling back. 


Mr. Gray: You have not come to us on behalf of the government of On- 
tario with a specific proposal in that regard. 


Mr. Cowarp: No, sir, we have not included that in our brief but this was 
mentioned in previous letters. 


Mr. Gray: Thank you. 


The CHAIRMAN (Hon. Mrs. Fergusson): I do not think I have any other 
names. 


Mr. CHATTERTON: In paragraph 32 you suggest that old age benefits and 
Canada pension fund benefits be indexed by use of the cost of living index 
rather than by the earnings index. Why not make use of the earnings index? 


Mr. Cowarp: Well, we are following the principle that has been established. 
Perhaps I should not use that word principle, but rather say we are following 
the method which has been used in the Canada pension plan proposal in which 
the cost of living index is used after retirement. 


We have to a large degree replaced the wage index before retirement by 
our best 10 years concept. So we felt we should hang our hats on the cost of 
living index for this particular feature. The most essential thing is that you 
should use a single index. Otherwise you get difficulty with people of the same 
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history who retire at different times and who will permanently have different 
pensions, a matter which is very hard to justify in equity. 

Mr. CHATTERTON: I wonder why you chose the consumer price index rather 
than the price index of cost. We have had evidence to indicate that in the two 
needs of those retired, and having regard to the over-all level of earnings of 
those working, the consumer price index has a greater tendency towards in- 
flation than has the earnings index. 

Mr. FRANCIS: Or vice versa. 

Mr. CHATTERTON: If you were to use an index of earnings, there would be 
less inflation. 

Mr. FRANCIS: Why? Is it not the opposite way around? I think there is a 
misunderstanding here, Madam Chairman. 

The CHAIRMAN (Hon. Mrs. Fergusson): Is that all, Mr. Chatterton? 

Mr. Luoyp: Why not let the witness answer the question? Let him 
straighten it out? He is well qualified in this field. 

Hon. Mr. CROLL: I have one question arising from that, Mr. Coward. Is it 
fair to say that if we proceed on the basis of increasing the old age security 
section of this act, it will cost the federal government a considerable amount 
of money, and it will cost the province some money? 

Mr. Cowarp: It would cost the provinces something for old age assistance— 

Hon. Mr. CroLu: Yes. 

Mr. CowarpD: —which, no doubt, would have to be increased correspond- 
ingly. The cost of old age security falls entirely on the federal government. 

Hon. Mr. Crouu: At the present time your assistance in Ontario is $20? 

Mr. CowaArbD: We pay half the cost of the old age assistance, and we have 
certain supplements. 

Hon. Mr. CROLL: Some provinces pay less and some pay nothing. Ontario 
pays $20 I think. 

Mr. FRANCIS: Yes, $20. 

Mr. STEVENSON: To bring it up to $75. 

Hon. Mr. Crouu: No, it is beyond $75. It is $75 plus the supplementary 
which, I think, in Ontario is $20, half of which is paid by the federal govern- 
ment and half by the provincial government. 

If we took the second portion of this plan and decided to fill those gaps, it 
would cost the federal government a considerable amount of money and it 
would also cost the provincial government some money. 

Mr. COWARD: Yes, sir. 

The CHAIRMAN (Hon. Mrs. Fergusson): Senator Croll, from my experience 
as a regional director administering the old age security, I am under the im- 
pression that the supplementary amount is paid entirely by the province and 
is not shared with the federal government. 

Mr. MONTEITH: It is shared 50 per cent with the federal government. 

The CHAIRMAN (Hon. Mrs. Fergusson): I understood it was not. 


Mr. MONTEITH: Yes. 
Mr. Stevenson: May I read from page 1622 of the proceedings of the 
special committee of the Senate on aging: 

In Ontario, supplementary aid to recipients of any of the four main- 
tenance programs may be granted under the General Welfare Assistance 
Act. This aid is administered by the municipalities and by the provinces 
in unorganized territory. The province reimburses the municipalities for 
80 per cent of supplementary aid up to a maximum of $20 a month. 
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Hon. Mr. CRoLu: I remember that. 


Mr. MONTEITH: Then you do get 50 per cent of that back from the federal 
government? . 


Mr. STEVENSON: Yes. 


The CHAIRMAN (Hon. Mrs. Fergusson): If there are no more questions may 
I say that you will recall, Mrs. Rideout and gentlemen, that a form was given 
to us covering information that should be given and which had been circulated 
in the provinces but which was withdrawn by our witnesses. At that time it was 
stated that we could ask the department and Mr. Osborne to get the most up to 
date form which had been developed for the same purpose. I believe Mr. Shep- 
pard, the assistant deputy minister of national revenue, has this latest form 
with him and would like to put it in the record. I think he will explain it. 

Mr. D. H. SHEPPARD (Assistant Deputy Minister, Taxation Division, Depart- 
ment of National Revenue): I might mention that what I have to table now are 
two documents which I will describe as the latest version of the basic informa- 
tion to be contained in forms that will] ultimately be prepared. In the normal 
course of events, after the bill is passed this information, along with other 
relevant material, will be sent to our forms experts who will draft the forms 
and, if acceptable, they will be approved by the minister. : 

The first of these is called “An application for a refund under the Canada 
pension plan.” Normally this would be attached by a contributor to his T.1 
Short income tax return. That is the return filed by the salary and wage earner. 
The other is called “The calculation of self-employed contributions,” and it 
would be filed by a person who is making a self-employed contribution. 

I think the forms are self-explanatory. After the hon. members see them 
I will be glad to give them any further explanation they might wish. 

Mr. FRANCIS: I move that these forms be placed on the record. 

Mr. Luoyp: I second the motion. 

The CHAIRMAN (Hon. Mrs. Fergusson): It has been moved by Mr. Francis, 
_ seconded by Mr. Lloyd, that these forms be placed on the record and become 
part of the appendix to today’s minutes. Is that agreed? 


Motion agreed to. 
Mr. PriTTIE: May I ask a question? Has the committee passed a motion 


asking Mr. Osborne to supply the possible amount of contributions if the floor 
of $600 or $800 is removed? 


Mr. FRANCIS: I believe this was done, Madam Chairman. 

Mr. CHATTERTON: On this point, I would like to submit a request for other 
information. Is this the proper time? 

The CHAIRMAN (Hon. Mrs. Fergusson): This would be the time. 

Mr. FRANcIs: To clear the record, I think we did ask for the information for 
which Mr. Prittie has now asked. 

The CHarrRMAN (Hon. Mrs. Fergusson): I believe there was a request, but 
I do not believe there was any motion. 

Mr. PRITTIE: I so move. 

Mr. FRANcIsS: I second the motion. 

The CHAIRMAN (Hon. Mrs. Fergusson): It has been moved and seconded 
that we ask Mr. Osborne to prepare the information that has been mentioned. 


Mr. CHATTERTON: But, Madam Chairman, with this difference: Mr. Osborne 
has presented us with figures on the Ontario proposal for one year only, 1970. 
I am going to request that addition information be given. 

The CHAIRMAN (Hon. Mrs. Fergusson): May we have one at a time, 
unless they integrate. 
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. Mr. Luoyp: Maaad Chairman, I suggest you deal with and dispose of 
Bs Mr. Prittie’s motion. 
Mr. CHaATTERTON: Does this motion refer to 1970? 

Mr. Prittie: Let me hear your proposal and see if they can be integrated. 

Mr. CHATTERTON: My proposal is that our staff provide us with figures 
_ similar to those in the actuarial report but based on the Ontario proposal, not 
necessarily for every year but for five years apart, that is, say, 1967 and 1971 
: and so on. 
{ Mr. FRANcIS: Madam Chairman, the actuary gave us cost projections— 
high cost, low cost, intermediate cost, long range and short range. What does 
Mr. Chatterton have in mind? Does he want this on the same basis as the 
actuary’s report? 

Mr. CHATTERTON: Yes. 

Mr. FrAncIS: Then I think it should be a request to the actuary. 

Mr. CHATTERTON: I am requesting that this committee obtain this informa- 
tion from whoever is the applicable source; I guess it would be from the actuary. 
The information I want is similar to the information Ee in the actuarial 
report, but using the Ontario proposal. 

The CHAIRMAN (Hon. Mrs. Fergusson): When do we propose to meet next? — 
Are we going to give the actuaries sufficient time to prepare this pap 
I would think it would take several weeks. 

Mr. OsBporneE: It would take months. 

Mr. KNowLEsS: This is a different request from that of Mr. Prittie. 

Mr. Prittie: Mr. Osborne was asked to provide information showing costs | 
for a particular year. I would like to know what the revenues would be for this 
particular year if the floor of $600 or $800 were removed. 

Mr. OsspornE: Mr. Gray and Mr. Prittie have asked for this information 
and I have made a note of it. 

The CHAIRMAN (Hon. Mrs. Fergusson): And you will be providing it? 
Mr. OSBORNE: I will be asking the actuary to provide it. 


Mr. CHATTERTON: I am coming back to my request. The information we will 
be receiving will be for one year only, for 1970. Evidence has been given that 
the effect of the Ontario proposal will vary greatly with time. I think it 
is important that the committee should have the information for several years, 
maybe for 1970, 1975 and 1980, giving an indication of the variation in the 
Ontario proposal with time. 

I do not want to impose a burden upon anyone, but if we could heaves in- 
formation for three years—1970, 1980 and 1990, I think the information would 

be invaluable. 


Mr. FRANCIS: With the same variations of high cost and low cost? 


Mr. MontTeItH: The same as the information for which Mr. Prittie has 
asked. 

Mr. CHATTERTON: I am asking for the figures for which Mr. Osborne has 
already been asked plus those three years. Those figures, with the revenue for 
those three years, would give us a good indication. 

The CHAIRMAN (Hon. Mrs. Fergusson): Has Mr. Osborne any idea how. 
long this might take? 

Mr. Ossporne: If the request is restricted to the same kind of data as that 
which has been provided for the year 1970, I believe estimates could be made 
k for the years 1980 and 1990, but to ask for a complete actuarial report would 
take several months. 

21763—53 


1742 JOINT COMMITTEE 


Mr. CHATTERTON: That would suffice for now as far as I am concerned. 
The CHAIRMAN (Hon. Mrs. Fergusson): Is that agreed? 
Agreed. 


Are there any further questions? I do not want to cut anyone off, but we 
have taken quite a long time over this. 

Mr. Coward and Mr. Stevenson, I want to thank you on behalf of this 
committee for preparing your brief, and I want to thank your government, too, 
for having it prepared. We want to thank you for the evidence you have given 
before us and the patience you have shown in answering the very numerous 
questions that were put to you. 

Your evidence has certainly been helpful to us because it has clarified and 
explained many of the points we were not clear about in the brief, and we 
certainly were glad to have you here. We want you to know how much we 
appreciate your coming. 

Mr. Coward: Madam Chairman, may I thank you for a very fair and full 
hearing. 

Mr. Munro: Madam Chairman, may I move that the committee express its 
appreciation and gratitude to Mr. Coward and Mr. Stevenson, representing the 
Ontario government, for coming here all day to answer our questions. 


The CHAIRMAN (Hon. Mrs. Fergusson): It has been moved by Mr. Munro 
and seconded by Mr. Aiken that the committee extend its appreciation and 
gratitude. Will you carry this motion in the usual way. 

The motion was carried by acclamation. 

Mr. Liuoyp: Madam Chairman, do you plan to go on with the Canadian 
Teachers’ Federation or is it your intention to adjourn at this time and meet 
the Canadian Teachers’ Federation this evening? 

‘The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Lloyd, we have another delega- 
tion listed for this evening. 

Mr. Luoypb: Oh, I see. 

The CHAIRMAN (Hon. Mrs. Fergusson): I would suggest that we go on as 
far as we can and if we have not finished with the Canadian Teachers’ Federa- 
tion by 5.30 this afternoon perhaps we can sit a little later, and then if we are 
unable to complete it we could take up their brief again at 8 o’clock this evening. 

May I ask the representatives of the Canadian Teachers’ Federation to come 
up and take their seats at the head table. 

Mrs. Rideout and gentlemen, as you know, we have a brief from the Cana- 
dian Teachers’ Federation. Mr. George MacIntosh, the president, is going to 
make a statement. As you will note, there is quite a large delegation; there are 
representatives from the Atlantic region, Ontario, and the western region. 
Somecne wiil speak on behalf of each of these regions. I would ask Mr. Mac- 
Intosh to introduce these other witnesses. 

I know that members of the committee are tired but, if you do not mind, 
perhaps we could continue a little beyond 5 o’clock, which is our usual time of 
adjournment, as Mr. MacIntosh has to leave. His wife is very ill and he is leav- 
ing by taxi at 5.45 this afternoon, if possible. So, if you do not mind going a 
little beyond the 5.30 adjournment time it would be helpful. 

I will now ask Mr. MacIntosh, the president of the Canadian Teachers’ 
Federation, to present the brief and introduce the various witnesses. 


Mr. Grorce MacIntosuH (President, Canadian Teachers’ Federation): Thank 
you Madam Chairman. First of all, I should apologize to the members of the 
committee, but these are things that I am afraid happen over which we have no 
control. However, I think you probably all will be tired by 5.45 p.m. By catching 
a cab I can get to Montreal and later make a connection for a flight to the clinic 
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in Boston. So, there is no real problem. I am sure you are pleased to think you 
might indeed be finished by 5.45. 


I would like at this time to introduce the members of the Sclenee Per- 
haps we are a rather larger delegation than you might expect, but these people 
do represent the teachers’ organizations in all of the provinces, so there are a 
few more witnesses than you normally would expect. So that you will know 
them, sitting next to me is Mr. Tom Parker from Nova Scotia who will speak 
on behalf of the Atlantic provinces. Miss Marie Duhaime, will speak on behalf 
of the Ontario Teachers’ Federation. Then there is Mr. Robert Gordon from 
Manitoba who will speak on behalf of the western provinces. We have a number 
of cthers in the delegation as weil, starting away down at the back. First is Mr. 
David R. Brown, a consultant with the Ontario Teachers’ Federation superannua- 
tion committee; Miss Ruby McLean, chairman of the Ontario teachers’ superan- 
nuation committee; Miss Nora Hodgins, secretary treasurer of the Ontario 
Teachers’ Federation; Mr. Harry Cuff, assistant secretary of the Newfoundland 
Teachers’ Association; Mr. Alfred H. Kingett, general secretary of the New 
Brunswick Teachers’ Association; Mr. William Jones, assistant secretary of the 
Ontario Teachers’ Federation; Mr. Norman M. Goble, assistant secretary 
treasurer of the Canadian Teachers’ Federation, and Mr. Nason, secretary 
treasurer of the Canadian Teachers’ Federation. 


All these people will not speak but they are all here, and they have informa- 
tion which they are willing and able to offer. In this way we hope we will be 
able to give you answers to as many questions you would like to put. 


The teachers of Canada are very appreciative of this opportunity for their 
representatives to meet with the joint committee. As you all know, teachers have 
been working with their provincial governments in the pension field for many > 
years. During this time we have gained considerable knowledge about super- 
annuation schemes and their operation. However, I would emphasize that we 
are not pension experts with specific training in fie area. We have, therefore, 
had to maintain careful and continuous study of our pension plans over the 
years. 

While we hope that our experience will enable us to make some positive 
contribution to your work as a committee, at the same time we hope to learn a 
great deal about the Canada pension plan from your comments. We are aware 
that you—both as members of the House of Commons and the Senate—and more 
recently as members of this joint committee—have studied carefully all aspects 
of Bill No. C-136; and we are grateful of the opportunity of obtaining first hand 
information that we can disseminate to our one hundred and forty thousand 
members. 

We regret that our submission is not yet available in both English and 
French. It is our policy to conduct our affairs bilingually and our custom to 
prepare such statements in both languages. However, in the short time since we 
were advised of this hearing it has been possible to prepare our text in one 
language only. Our submission will be available in French very shortly and we 
shall be pleased to make copies available to the committee. 

As a matter of fact, this work is in progress right now not very many streets 
away from here, and we shall be pleased to make copies available to the com- 
mittee as soon as possible. 

As you will have observed our submission actually comprises briefs by the 
provincial teachers’ organizations with an introductory statement by the Cana- 
dian Teachers’ Federation. This pattern is, of course, natural for the effects of 
the Canada pension plan will be felt directly in the provincial jurisdictions. 
C.T.F.’s part has been one of study so as to provide affiliates with information 
and coordination. 
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Ane Cree: introductory statement, therefore, includes some general observa- | 
tions about opinion in the various provinces. It also includes a number of 
queries, the answers to which will, in our opinion, provide the teachers of 


Canada with the insight necessary to appreciate the fundamental principles 


which have motivated certain sections of the act. 
The three regional briefs raise in more detail a number of matters that 


_ teachers feel to be important in view of their knowledge about education and 


pensions in their respective provinces. As you will have expected, there are 
some similarities and some differences in these briefs representing as they do 
opinions of the teachers across Canada from Newfoundland to British Columbia. 

Since teachers’ pensions are a provincial matter, I would suggest that we 
deal first with the regional submissions. We could then return to the queries 
in the opening statement which are intended to provide clarity and basic back- 
ground for the whole profession in Canada. 

To this end and with your approval I propose to call for a very brief state- 


ment from Mr. Thomas Parker, speaking for the Atlantic organizations, Miss 


Marie Duhaime, speaking for the Ontario Teachers’ Federation, and Mr. Robert 
Gordon on behalf of our Western organizations. 

I would like to ask these people, if it meets with your approval, to speak 
in that order. I should perhaps add also that it may have sounded as if 
the teachers were ready to leave at a quarter to six. Of course they are not. 
The president, of course, is free to leave but they will stay as long as you want 
them to stay, for as many days as you want them. 


Mr. GRAY: As a sort of detention. 


Mr. THOMAS PARKER (Executive Secretary, Nova Scotia Teachers Union): 
Madam Chairman, ladies and gentlemen, I shall be very brief. I am speaking 


on behalf of the four teacher organizations in the Atlantic provinces. These 


four organizations include practically all the qualified teachers in the four 
provinces in the east. 

We have six points, and I will go over most of them very quickly. We 
believe that consideration should be given to amending Bill No. C-136 so that 
teachers and others who have not completed their education at the age of 
18 may continue to do so without being penalized as they would appear to be 
at present under the terms of Bill No. C-136. This is particularly important 
for teachers whose training for the most part requires that they continue 
well on beyond the age of 18. 

The second point is that most of our pension plans in the Atlantic provinces 

provide for retirement at the age of 60. This is a full service retirement plan. 
We would hope that some amendment might be made to provide for an early 
actuarial equivalent for those who do retire on their own provincial plan at 
the age of 60. 
. The third point has to do with the orphans’ benefit mentioned in Bill 
No. C-136. We would hope that this might be amended to include broader 
coverage of survivors. We are thinking in particular of the survivors men- 
tioned under the Income Tax Act. We might mention there are persons who are 
continuing their education beyond the age of 18; we might mention there are 
people who are mentally and physically disabled and have been so during their 
entire life. 


board. If their contract has been terminated, this means that they will be 
working for another board in the fall for the remaining five months. While 
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he there is a provision for repayment of overpayment to the individual teacher, 
_ there is no provision to take care of overpayments being made by boards. 
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_ We feel that this money could be used to better advantage in providing im- 


proved educational services. 


At the present time there is no provision, judging from the readings of your 
committee’s deliberations, for the employment board to get back the overpay- 
ment it has made. When I say board I am thinking, of course, of the school 
board. In addition, in at least one other province in the Atlantic area a teacher 
or a principal may be employed by two and sometimes three boards simul- 
taneously, receiving pay from each one of the three boards. As we understand 
it, it is planned that each employing board may make deductions. We believe 
that this could be overcome by changing the act.or the regulations in the 
act so that the province would be enabled to make payments on behalf of 
the board. This would eliminate overpayments as far as the school Sahar are 
concerned. 


Our fifth point has to do with consultation. We believe that when any | 
change or amendments are considered in the regulations the government should 
provide an opportunity for all interested bodies, including teachers, to present 
their views before those amendments are finalized. 


Finally, the last point is that we believe that the governor in council should | 
give consideration to appointing a representative of the Canadian Teachers’ 
Federation to the advisory committee on the Canada pension plan. 


Thank you, Madam Chairman. 


The CHAIRMAN (Hon. Mrs. Fergusson): Would the committee prefer to 
question the people who have already spoken at this point? ' 


Hon. Mr. Crouu: Let them all speak until they finish. 
The CHAIRMAN (Hon. Mrs. Fergusson): I would think so also. 
(Translation) 


Miss DUHAIME (President of the Ontario Teachers’ Federation): Madam 
Chairman, since the province of Ontario is a bilingual province I shall take 
the liberty of saying a few words to you in French. The members of our 
Committee and the representatives of the Ontario Teachers’ Federation are 
grateful to you and thank you for having granted their application to discuss 
the pension plan with you. The brief that you have in hand was drawn up 
by our Ontario pension fund committee and by the Board of Management 
committee. It was only after serious and searching study that they submitted 
this brief to you. Madam Chairman, with your proposal, I shall take the liberty 
of reading only the first paragraph of our brief and the six recommendations 
which we are presenting to you. 


(Text) 

This I shall do in English. The Canada pension plan, as embodied in the 
provision of Bill No. C-136 raises a number of difficulties and complications 
for Ontario teachers. Many of these can be overcome by appropriate changes 
in the Ontario teachers superannuation act, but in a number of areas the 
federation believes that the changes in Bill No. C-136 would be desirable 
not only because of their effect on members of the federation but also in order 
to make the Canada pension plan a more satisfactory and equitable social 
program for all Canadians. 

Specifically, the federation proposes: Firstly, that certain changes be made 
in the dropout provisions now contained in clause 48 of the bill. 

Secondly, that the definition of contributory periods in clause 49 of the 
bill be changed to delete any reference to age 18. 
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Thirdly, that provision be made for the commencement of benefits on a 
reduced rate at an earlier age than 65. 

Fourthly, that clause 6 (2) (e) be deleted or amended to make it clear 
that teaching members of religious orders may contribute to the Canada 
pension plan and receive benefits. 

Fifthly, that the intention of clause 6 (2) (7) and 7 (1) (e) in their effect 
if any upon teachers, be clarified, and that some assurance be given that 
teachers employed by foreign governments under such programs as overseas 
aid would be permitted to contribute to the Canada pension plan during 
such employment. 

Lastly, that certain administrative provisions of the bill, or proposed ad- 
ministrative arrangements for the collection of contributions, be modified. 
Madam Chairman, if it meets with your approval, I shall call upon Mr. Bill 
Davies to replace me in order to answer the technical questions. 


The CHAIRMAN (Hon. Mrs. Fergusson): The next witness is Mr. Robert 
Gordon, assistant general secretary of the Manitoba Teachers’ Society. 


Mr. ROBERT GorRDON (Assistant General Secretary, Manitoba Teachers’ 
Society): Madam Chairman, the four western provinces have prepared a 
submission to present to the committee in respect of some of the improvements 
which they think could be made in the Canada pension plan which would be 
of benefit not only to teachers but also to other elements of the population. 
Some of these points have been covered by the other two submissions. You 
will realize these submissions were prepared independently. 

We have four points we would like to bring to your attention. The first 
deals with the dropout period. We have suggested the dropout period be in- 
creased from 10 to 20 per cent or, if that is not possible that it be increased 
to 20 per cent over a period of time; that is, in the future, say 20 or 30 
years from now, the dropout allowance be increased so that the people who 
are starting to work now will have almost the same benefits as those who 
will be employed at Say age 35 when the plan comes into effect in 1966. 

Another alternative would be to leave the dropout at 10 per cent, but 
to allow further deduction for time spent in educational institutions. Our brief 
deals with this in a little more detail. 

We are concerned about the refund of contributions made in excess of 
the maximum death benefit in cases where the deceased contributes and leaves 
no one. We have in mind widows with no dependants. We would think there 
is a possibility of an escheatment here. 

The further point is mentioned by the people from the Atlantic provinces; 
that is, the matter of collecting and remitting of Canada pension plan con- 
tributions. If it is not feasible to refund to employers, we would suggest that 
the government be allowed to make the contributions on behalf of plans that 
are administered by or supported by the government. As you probably know, 
the teachers’ pension plans in the west are supported by the government. 
Manitoba is the only province where the trustees actually make a contribution. 

Finally, we would like to see section 7 changed so that people who are 
employed in foreign countries under international organisations such as 
UNESCO or ILO are permitted to participate in the Canada pension plan if 
they so desire. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much. That com- 


pletes the presentation on behalf of the delegation. I have a list of people 
who wish to ask questions. Mr. Cantelon is first. 
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Federation you say that generally the provincial governments make a con- 
tribution to teachers’ pension plans. Do you consider this makes the provincial 
government the employers; would they be the people who would be with you 
to assist in negotiating integration of your plans with the federal government? 


Mr. WILLIAM JONES (Assistant Secretary, Ontario Teachers’ Federation 
(Central Region)): I think, for purposes of pension, in Ontario at least, the 
government in fact deducts the contributions on behalf of the school boards 
and it becomes a bookkeeping operation whereby they deduct the contributions 
which a board would make on behalf of its teachers. In Ontario’s case, the 
government also contributes 6 per cent, the equivalent amount. In order to 
facilitate the handling they deduct this money from grants to the boards and 
transfer it to the superannuation fund. 


Mr. CANTELON: I understand that the situation is somewhat different in 
some of the prairie provinces. I understand some of them do not actually make 
contributions at all; they guarantee the solvency of the fund, but they do not 
actually make a matching contribution. In fact, the teachers’ pension plans are 
unfunded plans which they guarantee. In the Canada pension plan, as well 
as the teachers’ 1.8 per cent, another 1.8 per cent now must be contributed 
by the employer, either the school board or the provincial government. Have 
you had any indication from the provincial governments which would be con- 
cerned in this in respect of their willingness to make these contributions? 


Mr. Gorpon: In the case of Manitoba, the trustees do make a contribution 
now on behalf of each teacher and there is a contribution from the government. 
In the other provinces I believe the trustees are not involved in the plan, but 
as we understand the Canada pension plan the trustees will be required to make 
a contribution of 1.8 per cent. What we have suggested is that the government — 
be allowed to make these contributions on behalf of employers. As Mr. Jones 
has stated, this is simply a matter of deducting the money from grants. 


Mr. CANTELON: I noticed your comment in that respect. I notice, also, 
your concern with the way in which the benefits are calculated on the long 
period of 42 years. I wonder whether, instead of increasing the dropout, as I 
think two of the presentations suggested, to I think 15 or 20 per cent, if you 
had a plan of using say the best 10 years to calculate the benefits it might be 
better. 


Mr. Tom PARKER (Executive Secretary, Nova Scotia Teachers Union): I 
might answer that by saying all of the teachers’ pension plans across Canada 
have some form of final earnings, whether this is the highest five years, or the 
last five years, or the last ten years. They are similar in that regard. I think 
that answers your question. 


Mr. CANTELON: Yes. Do I take it that if such a plan were adapted using 
the best ten years it would eliminate the big disadvantage because of the fact 
that teachers often do not begin to work until 21 or 23 years of age? 


Mr. Gorpvon: That is not as I understand it. I believe while it is true the 
average earnings may be calculated on a ten year basis, the amount of the 
pension that is to be paid will depend on length of service. Every plan is to 
be from age 18 to age 65, or 47 years. With a 10 per cent dropout maybe 
people still will not be able to get full benefit. Our recommendation is there 
should be some allowance for people who continue to improve their education. 
There is so much emphasis on this now from all points of government. The 
people should stay in school. We think age 18 is too early an age, or we believe 
the dropout period should be extended, or some allowance might be made for 
time spent in educational institutions. 


Mr. CHATTERTON: Does not the proposal that the pension be based on the 
best ten years achieve your objective? 
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Mr. Gordon: No. It may give them a higher average earnings, but it will 
not do anything to give them an opportunity to get the full period of service. 
The pension is based on two things, earnings and length of service. If it is left 
as it is now, it is our belief that many of the people never will be entitled 
to a full benefit because the dropout period of 10 per cent is too low. 


Mr. JONEs: In the case of Ontario, on the page following the first green page 


number of years. 
Mr. Munro: You have a lever in this. 


Mr. JONES: We would be happy to see the government put in the best ten 
years, because we would like to take that home to him. 


Mr. CHATTERTON: You feel the best ten years would achieve your objective? 
Mr. JONES: Yes. 


Mr. Gray: What about a woman who teaches ten years or less before 
retirement; would you not need some type of a dropout period if the ten years 
come at the beginning of her teaching career? 


Mr. JONES: I am sorry, but I am afraid I do not quite understand the 
situation. 


type of person would be penalized if you counted the time she spent at teacher’s 
college as part of her ten year period. This would be the case, would it not? 


Mr. CANTELON: There was one other problem, too. 

Mr. KNOWLES: May I ask a supplementary question in the same field? 
The CHAIRMAN (Hon. Mrs. Fergusson): All right. 

Mr. KNOWLES: Witnesses have indicated their interest in the best ten 


year’s proposition. Might I ask if you have any preference between increasing 
the percentage of the drop-out years or allowing specific years when they 


when you are partly going to school and partly teaching school? Would you 
settle for a general increase of from 15 to 20 per cent on the drop-out provi- 


| sions? 


Mr. JONES: In the case of Ontario those years in which a teacher is not an 
active teacher, the superannuation commission has certain regulations govern- 
ing them. I would think that if we integrate the plan, the same regulations 
that they use in determining whether a berson may or may not contribute on 
behalf of his years outside of Ontario or outside of Canada might also be used. 

Mr. KNOWLES: You mean there should either be specific years for educa- 
tion, or an increase in the percentage of the drop-out payments? ; 

Mr. JONES: Yes, I would think so. 


Mr. MacIntTosH: We are aware of the difficulties which Mr. Knowles has 
mentioned. You somehow or other have to define what it is, and this provides 


sense. 
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Mr. CANTELON: I wonder about that, because you have the years 60 to 65 


_ in these cases which you will have to use automatically and have drop-out 


_ years, so they still have the best ten years. Do you think this would be prefer- 


: ‘ able from your standpoint? I would like Mr. Parker particularly to answer this 


n 


question. I am thinking of the teachers who probably change their employ- 
ment on the first of July or the first of September, and consequently they may 
be working for two employers. If the total salary for those two periods, the 
two employments, is less than $5,000 there would be the one proviso. But 
there are many teachers who now make $10,000 or better. Of course it all 
depends on where you live. These people would be making double contribu- 
tions. Of course, the same employer would get them back, but the employee 
would draw it. You have given us some discussion and we have heard argu- 
ments about this from many others who have been here too. I wondered if 
you would care to elaborate on it a little. 


Mr. PARKER: Yes, in the first place I did not read the figures which you 
have in front of you. We have 20,000 teachers in the Atlantic area, and pos- 
sibly 15 to 20 per cent of them are earning in excess of $5,000. These are 
the ones who create the problem. There is no problem for those earning under 
$5,000. 

The turnover in teaching population shifts from one year to the other in 
the job provisions, and it is quite high. Therefore there would be many, many 
cases where a person employed in the school year let us say September to 
August 1 or July 31—this varies from province to province which have differ- 
ent cut-off dates—would be working in fact in one school from September 
straight through to the end of June, and then take another position the follow- 
ing. September. As it applies to Bill No. C-136 in a calendar year this means’ 
that the teacher would be in employment, with one board from January on 
to the end of that school year which would be July 31, and then assuming 
she or he has taken emvloyment elsewhere, he or she would be in employment 
with the school board for the balance of the year, the remaining five months 
or whatever it may be. On the basis of the first earnings, 1.8 per cent, depend- 
ing on the sole salary, it would exceed the maximum contributions when the 
teacher left her first job be it he or she, as the case may be. 

The employing board has to begin to make deductions, and it should 
not do so at all. This is a problem. I realize administratively that if this were 
applied to all occupations and all jobs it would be extremely difficult if not 
impossible. It is not impossible if the provincial government makes the pay- 
ment on behalf of the board, because they have the records, and when a 
teacher has made the required contributions, then there is no need for the 
balance on the first part of the year or the second part of the year for any 
further contributions to be made. 


Mr. CANTELON: It would be very much simpler that way. 


Mr. CHATTERTON: Are teachers’ contributions made by the provincial gov- 
ernments in all the provinces? 

Mr. MacIntosH: No. 

Mr. JONES: On page 4 it is pretty much the same thing and it poses a 
problem. It may be answered or not, but we have included it for interpretation. 
It is where the teacher’s pension is based on the months of contributory 
service. In Ontario we have a problem where the contract is an annual con- 
tract. Under the regulations of the school administration act it is required 
that the salary be paid in a ten month period. We wonder whether this would 
work to the disadvantage of our members. We are seeking some clarification 
on it. 

Mr. FRANCIS: May I ask a question of clarification in that regard? 
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Mr, CANTELON: That was the one I was going to ask. 

Mr. OSBORNE: So long as the teacher has been in the same employment, 
the fact that he does not work during the summer months should not affect 
the situation in any way. 

Mr. Munro: And the two months off do not count as part of his zero 
earnings. 

Mr. OsBorNE: No. The record is not kept on a monthly basis but on an 
annual basis. 

Mr. FRANctIS: Does that reassure the delegation? 

Mr. PriTtier: The question of teacher’s pensions is probably only of aca- 
demic interest to Mr. Cantelon who has retired. But it is possible some day 
after a general election it would be of real interest to me again, and even to 
Mr. Laverdiére as well. 

Mr. Munro: Do not be such a pessimist. 

Mr. Prittie: I am not worried about the next one. This is a rather 
interesting brief, and it raises quite a few questions which I think we will have 
to deal with. I noticed that at least one of the problems it raises is the same 
complaint that was presented by members of the firefighters’ association, with 
too early retirements. This is a problem we will have to consider. We have 
made a general provision, but there are special employment groups which 
have a record of early retirements, and this is a very interesting point. 

On page 3 of the Ontario brief they refer to clause 7(1)(e) of the act. 
This deals with the fact that the province will decide which people under 
this amendment will come under the Canada pension plan. I realize that 
teachers generally are not employed by the province but by the schooiboard. 
I would like to ask any one of the delegation if there is any real doubt in his 
mind about this point, that some province may declare that teachers are not 
employed persons within the meaning of the act. 

Mr. JONES: Madam Chairman, the doubt is raised in our minds because, 
for purposes of pension, we are more or less under the Ontario government 
in that the board does deduct from our salaries the teacher’s contribution. 
The government does contribute 6 per cent also, or at least an equal amount, 
to save confusion with some of the other provinces. It is for that reason that 
we seek clarification here. We are not taking any position on the question, as 
we say, but we are seeking clarification. 

Mr. Prittiz: Have any of the teachers’ organizations asked their provin- 
cial governments? 

Mr. GORDON: We did not think it was necessary. We do not think we are 
government employees. 

Mr. JoNEs: But Ontario is particularly concerned since it js a federal 
bill. 

Mr. PRiTTiz: Where are you from, Mr. Gordon? 

Mr. Gorpon: I am from Manitoba. 


Mr. CHATTERTON: I posed the question to Mr. Osborne and he gave me 
some information which perhaps he can repeat. 


Mr. OsBorNE: May I know precisely what is the question? 


Mr PRITTIE: ‘On spase3’ of): the Ontario federation’s brief we see this 
statement: 

Fifthly, the federation would like clarification on two questions affecting 

participation of teachers in the Canada pension plan. First, section 

6(2) (i) provides that “employment by Her Majesty in right of a prov- 

ince or by an agent of Her Majesty in right of a province” is excepted 


CANADA PENSION PLAN 1751 


employment, although section 7(1)(e) provides that the province may. 
make an agreement with the governor in council to include such em- 
ployment as pensionable employment. Without taking any position on 
the question, the federation would like some clarification as to whether 
these sections are to be interpreted as meaning that teachers employed 
by local school boards may only participate in the Canada pension 
plan if the province in which they are employed makes a _ special 
agreement therefor with the governor in council. 


Mr. OSBORNE: Madam Chairman, as the teachers from Manitoba pointed 
out, they do not regard themselves as employees of the provincial govern- 
ment. The explanation given to the members of the committee by the draftsman 
of the bill at the time this clause was being discussed pointed out that clause 
6(2) (1) was intended to exclude employees of provincial governments or em- 
ployees of agents of the crown in the right of a province because, as he ex- 
plained, the federal government has not the jurisdiction to impose taxes on 
provincial governments and could not let the employer share the tax. But 
he also pointed out that municipal school boards were not crown agents and 
were not exampt from federal taxes, and for that reason this section of the 
bill, section 6(2) (i), would not be interpreted to apply to teachers. 

Section 7(1)(e) is simply a section which gives the governor in council 
power to enter into an agreement with a province whereby the province, of its 
own decision, would decide to cover provincial government employees in the 
Canada pension plan but the decision would be left up to the province. 

Does that answer the question? 


Mr. CHATTERTON: Did you not tell me that the interpretation placed by the. 
officers of the Department of Justice was that as far as they were concerned the 
employees of school boards were not employees of the crown or provincial 
agencies. 


Mr. FRANCIS: For the purposes of this bill. 
Mr. OssorneE: For the purposes of this bill or any other bill. 
Mr. KNOWLES: For any purposes. 


Mr. PRITTIE: Presumably the provincial governments have agreed to this. 
If they have there is no problem. 


The CHarrMAN (Hon. Mrs. Fergusson): Mr. Kingett from Fredericton has 
something to say. 


Mr. ALFRED H. KINGETT (General Secretary, New Brunswick Teachers’ 
Association): We have a report being considered in New Brunswick, and if it is 
adopted, as a result of one of its main recommendations the provincial govern- 
ment will be paying 100 per cent of the teacher’s salary. In that case, could the 
provincial government collect from the federal government for the teacher’s 
share? 

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Kingett, I noticed all the ques- 
tions in your brief. There were a number of points about which you wanted to 
ask some questions. However, I do not know that this committee can answer 
your questions. It is really trying to find out things itself, and I doubt if there 
are any members on the committee who are in a position to answer your ques- 
tions. 

Mr. KincETT: I think this gentleman said the federal government would 
not bill the provincial governments for contributions to their employees. While 
they also said that we will not be civil servants, they still will be paying us; 
so if an employer share was paid in New Brunswick and this goes in, it means 
the provincial government would be paying it. I wonder if this gentleman’s 
interpretation would apply. 
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The CHAIRMAN (Hon. Mrs. Fergusson): This is Mr. Osborne, who is the 


consultant to the Canada pension plan committee. He is very knowledgeable, 


but I do not know whether he wants to undertake to reply to and clarify all the 
things you want to know. He may not feel he is in a position to give the 
answers. 


Mr. Pritt1zE: Madam Chairman, this came up from the Ontario teachers’ 
brief. The spokesman for the western associations says there is no doubt in their 
minds. It seems to me there may still be some doubt in the minds of the Ontario 
teachers. However, I will let it go at that. They will presumably have to consult 
the provincial government on that. 


Mr. Gray: If I may make a supplementary comment, there will be teachers 
in Ontario who would not come in the same classification as those who are 
employed by individual school boards. I refer to those who instruct in the 
provincial teachers’ colleges and who work for training schools run directly 
by the provincial government. In that case, I think they would be in the same 
capacity as other civil servants in other fields of work. 


Mr. OsBorNE: That is correct. 


Mr. PRITTIE: Do you wish to adjourn now, Madam Chairman? It is after 
5.45. 


The CHAIRMAN (Hon. Mrs. Fergusson): What is the wish of the committee. 
Is it your wish that we should adjourn now and reconvene at eight o’clock? 


Mr. Francis: Is that convenient to the delegation? 
_ Mr. Parker: That would be convenient to uS. 


The CHAIRMAN (Hon. Mrs. Fergusson): The committee stands adjourned 
and will meet again at eight o’clock in this room. Mr. Cameron will be in the 
chair. 


The committee adjourned to reconvene at 8 p.m. 


EVENING SITTING 


Monpay, February 1, 1965. 


The CHAIRMAN (Mr. Cameron): Order, please. Dr. Nason has informed me 
the teachers’ federation would like to make a statement before we proceed 
so I am going to ask Dr. Nason or whoever wishes to make the statement to do 
so at this time. 


Dr. GERALD NASON 
Thank you, Mr. Chairm 
may be a possible misapprehension or a sort of dismay to some members of the 
committee. I am sure you have observed, ladies and gentlemen, that in certain 
respects the representations from each of our different regions differ. I would ask 
the committee not to look upon this in any regard as an indication of weakness. 
We are a true federation, with all of its attendant problems, problems which 
I believe, are known to at least some degree by some of you in this room. We 
have autonomous provincial associations in our federation and they have dif- 
ferent policies and situations in which to work, and they have different cir- 
cumstances among their memberships. Each of the briefs before you which 
compose and comprise our submission was composed independently. I confess 
that I have some gratification that there is as much similarity among them as 


there is. We were hard put to prepare our briefs in the time we had. Quite | 


frankly, we thought the time was all too short and 
feel it was shorter than what 
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our best to meet the qeaainne and, naturally, we are offering you what it was 
_ possible to do in the limited amount of time that was available to us. 

I think the teachers of Canada are conscientious citizens and they approach 
this committee with what might perhaps be a rather naive attitude. We 
approach the committee in a sincere effort to bring about improvement in 
certain features of the plan that we consider are not suitable, first of all, to 
teachers, because that is our profession, and that is the reason we have for 
asking to appear before you. Secondly, in some cases, these’ features also, 
of course, have implications for the wider range of citizens in the country. And 
so, Mr. Chairman, I would ask the committee respectfully to remember that 
these are individual submissions, and yet independence and variety within 
a unified profession. But, do not be astonished if you find some differences, 
and even some differences in policy. Thank you, Mr. Chairman. 

The CHAIRMAN (Mr. Cameron): Thank you very much, Dr. Nason. I am 
sure that your observations will be of considerable use to the committee. We 
believe in unity and diversity. 

Mr. AIKEN: We also have some of it. 

The CHAIRMAN (Mr. Cameron): Yes. It would be a poor world if we did 
not have some diversity. 

I understand that Mr. Prittie had not completed questioning when we 
adjourned. You are the first on the list, Mr. Prittie. 

Mr. PritTieE: Mr. Chairman, I have two more questions. Does the CLF. 
or any of the provincial organizations have any statistics on the number of 
teachers who retired at age 60 and did not go back to work again except for 
the odd substitution work? Do they retire at age 60, and do you have any . 
figures in respect of those who take other employment? 

Mr. Nason: Could we take these by the different regions in turn. We 
will commence with the Atlantic region. Have you a comment in this con- 
nection, Mr. Jones. 

Mr. Jones: Mr. Chairman, I do not know whether or not we have the 
answers to that question. 

Mr. PARKER: Mr. Chairman, I do not think we can give you an answer to 
that or any statistics in respect of it. 

In most of the Atlantic provinces it is possible to retire on full service 
pension at age 60 but in respect of how many of these people take other em- 
ployment after they begin to receive their pension benefits we cannot say. 

Mr. Jones: I cannot attach an age, Mr. Chairman, but in October, 1963, 
there were 5,882 teachers in Ontario on pension. 

Mr. Parker: But, you do not know how many of those were doing other 
work? 

Mr. Jones: No. There is a further breakdown in respect of the type of 
pension which, to a degree, would give some indication of age, but this would 
not be accurate. This information would have to come from the superannuation 
commission. 


Mr. KNOWLES: What is the minimum age for a full pension in Ontario? 
Mr. Jones: It has just recently been changed, but the normal is age 62 
after 35 years of service or 40 years of service at any age. 


Mr. Prittie: Then, that problem which you brought up in respect of 
people going into retirement a number of years before the Canada pension 
plan becomes effective still remains? 

Mr. Jones: I do not want to stray from the point but this concerns our 
point (c). Many boards in Ontario have age retirement bylaws which usually 
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Specify 65 for men and 62 for women, and in many cases teachers are required 
to retire under those bylaws. We are particularly concerned where the age is 
stated as 62. 


Mr. PrittTie: Thank you. I have one last question, Mr. Chairman. 


Mr. ParKER: Before Mr. Prittie proceeds I think the information about 
Prince Edward Island might be pertinent in respect of an early retirement 
age. The superannuation act of Prince Edward Island allows a teacher to 
retire on a full pension at 55 years of age with 30 years of service, and a 
good many of them take advantage of it. 


Mr. AuFrep H. Kincerr (General Secretary, New Brunswick Teachers’ 
Association): Our female teachers also retire at age 55 with 35 years of 
service. 


Mr. JONES: I would add also that the pension benefits act in Ontario has 
brought about changes in our plan, so a teacher with 10 years of service and 
age 45 may receive a reduced pension at age 55 based on those years of service 
for a full pension at age 65. For example, if he had 12 years of service he 
would have a pension at age 65 which would be 24 per cent of the average 
of the last 10 years. It is 2 per cent per year of service. Contributory service 
is the simple way of reaching the answer. 


Mr. Nason: Mr. Chairman, could I ask if Mr. Gordon wishes to make a 
comment in respect of the western region. 


Mr. Gorpon: All the provinces have provisions for early retirement, 
which is based on length of service and usually in respect of a reduced pension 
it is an actuarial reduction. As to the number of teachers who would take 
advantage of this, I am not in a position to say. But, I do not think it would 
be too large a group. 


Mr. Prirtie: I have one last question which I should have asked earlier. 
There was some discussion about the calculation of benefits under the Canada 
pension plan. Mention was made of the 10 best years and so on. Have the 
various members of the delegation looked at section 51 (1) of the act, of which 
the marginal note is “calculation of pensionable earnings for a month.” Men- 
tion is made of three years; how does that relate to the problem presented? 


Mr, Nason: Could I ask Mr. Goble to make a preliminary comment in 
that connection. 


Mr. Norman M. Gosie (Assistant Secretary-Treasurer, Canadian Teachers’ 
Federation): Mr. Prittie, could I ask for some clarification in respect of your 
question. I am not clear on the application of this 10 year aspect of it. 


Mr. PRITTIE: Well, earlier there was some discussion arising from a point 
in your brief about the years which should be selected for pension purposes 
when arriving at the level of pensions under the Canada pension plan. Then 
there was some discussion as a result of a question by Mr. Cantelon, I believe 


be in respect of students ages/13.19%°91 andv22 years of age, and then the 
five years from ages 60 to 65. I thought, and I still think, if the 10 best years 
were used the drop-out provision would not be too applicable. However, many 
others do not agree with me in that connection. 


Mr. PRITTIE: How does section dol (1) relate to that problem? 


Mr. GoBLE: The point is there are two components in assessing the amount 
of the eventual pension. One is the average salary to which the pension is to 
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_ be related and the other is the means by which you become entitled to part 
- or whole of that average salary. Let us say the basis on which the average 
salary is calculated may be the average of the whole lifetime earnings or, as 
in many teachers’ plans, an average calculated over 7 or 10 years, but this 
only gives you a basic figure on which a further calculation is made, and that 
further calculation is for every year for which you have taught you become 
entitled to a certain percentage of that figure. The change to a 10 year basis 
does not alter the difficulty of the overly long qualifying period of 90 per cent 
of 47 years and would not affect the point about dropout. It would certainly 
be an advantage in that it would give a higher average earnings figure on 
which the pension is related in the first place. But, it would not solve the 
problem of a teacher being able to reach the maximum when it is based on 
such a long period of service. 

The application of section 51 is a further point which, I think Mr. Chair- 
man, with respect, might be taking us too far into the hypothetical. 

Mr. JONES: I understand in that regard that the Ontario government’s 
proposal, when it talked of a 20 year period, was that it would entitle one to a 
full pension. And, taking the question which was asked before adjournment, 
what happens to a teacher who has 10 years under the Ontario government 
proposal, I understand that the teacher then would have ten twentieths of one | 
half of the pension that she was entitled to based on the best 10 or the last 10 
years of earnings. 

Mr. LAVERDIERE: Mr. Chairman, first may I express my appreciation of this 
brief to some of my fellow teachers. it will enable the committee to understand 
the problems of teachers throughout the country. 

May I also say that I am quite pleased that it is the policy of the Canadian 
Teachers’ Federation, as Mr. MacIntosh has stated this afternoon, to use both 
languages as much as possible. I am sure that all the teachers’ federations and 
associations in the country are of the greatest help in encouraging bilingualism. 

I would now like to ask a few questions in French, if possible, and to address 
them to Miss Duhaime, the president of the Ontario Teachers’ Federation. 


(Translation) 

Miss Duhaime, I would very much like to know whether, generally 
speaking, the Ontario teachers that you represent are in agreement on principle 
with Bill C-136. 

Miss DUHAIME: Do you mean the teachers in Ontario itself? 

Mr. LAVERDIERE: Yes. 

Miss DUHAIME: They will be in agreement insofar as they know the 
content. 

Mr. LAVERDIERE: I believe they have already had an opportunity to study 
this bill which was introduced in December. Could you indicate to us whether 
the teachers of Ontario approve the general concept and the bill as presented? 

Miss DUHAIME: Up to a point, sir. I must say that we have studied the bill 
in our own pension fund committee, which is of our opinion. Sooner or later we 
shall inform our members, after we have an exact idea of it and better under- 
stand the content and the context of the bill. 

Mr. LAVERDIERE: Thank you. Could I also ask—I believe it may be of in- 
terest to a fair number of committee members—whether your organization, the 
Ontario Teachers’ Federation, has any fairly close relationship with the CIC, the 
Corporation des instituteurs catholiques du Québec? 

Miss DuHatmeE: As far as the CIC and the Pension Plan is dphcenmens con- 
sidering that the province of Quebec—I would like my Committee to correct me 
if I am mistaken— 
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(Text) 
I would like the committee to correct me if there is an error in what I say. 


(Translation) 

The province of Quebec opted out of the Pension Plan. So we were not in- 
terested in letting them know our opinion on it, considering that they were not 
covered, the province itself having opted out of the Canada pension plan. 

Mr. LAVERDIERE: Just the same, Miss Duhaime, has there been any com- 
munication between the CIC and your Federation? 

Miss DUHAIME: That is a question I can’t answer, sir. I would ask one of our 
members if we have been in communication. We have had no communication 
whatsoever. Mr. Jones could answer it. 


(Text) 

Mr. JONES: Mr. Chairman, at a recent meeting the representatives of the 
Provincial Association of Catholic Teachers in Ontario and the Provincial As- 
sociation of Protestant Teachers in Quebec did sit in on a discussion that we had. 
They sat in as observers, but of course they had a limited participation. They 
could have had full participation if they wanted to but they were interested in 
seeing what the implications of the Canada pension plan would be on our present 
teachers superannuation plan in Ontario because they felt that the Quebec plan 
would create similar problems for their present pension plan. 


(Translation) 


Miss DuHAIME: I could perhaps add to what Mr. Jones has just said that 
with the CIC in Quebec we have had no communication whatsoever. 

Mr. LAVERDIERE: Would that indicate that the directors of the CIC, the Cor- 
poration des instituteurs catholiques du Québec, are wholly uninterested in the 
pension plan or, as we might more readily say, the retirement plan or the retire- 
ment fund in Quebec? 

Miss DUHAIME: Are they not under the impression that they have a better 
system than the federal government? 

Mr. LAVERDIERE: I shall desist from this line of thought and I am going to 
ask this, if you will allow me. This May assume a certain importance for the 


Teachers’ Federation? 
Miss DUHAIME: Perhaps Miss Hodgins could answer that. 


(Text) 


Miss Hopcins: In my understanding—perhaps Doctor Nason can add to 
this—the plans are not comparable. Our plan in Ontario is a funded plan. As I 
understand it, the Quebec teachers’ plan is not; it is simply under the auspices 
of the government. 


Mr. Nason: If I might add a word through you, Mr. Chairman, to Mr. 
Laverdiére, it should be made clear immediately that the Corporation des Ins- 
tituteurs et Institutrices Catholiques du Québec is not an affiliate of the Cana- 
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other matters that come to the attention of the federal teachers and which are 
of concern to the teachers. . 

With regard to pensions, the intention of the province of Quebec to opt out, 
as Mademoiselle Duhaine has stated, has been made very clear for some period 
of time. As a result, our colleagues in the province of Quebec have only had a 
fringe interest in the matter. 

If I may say so, Mr. Chairman, I think it would be inappropriate for us, 
since we do not officially represent our colleagues in the corporation, to make 
any comment at all on the adequacy of their plan and the possible impact on 
their plan of the Canada pension plan as found in Bill No. C-136. However, 
should the committee wish to have access to an opinion on this matter, I am 
sure this can be obtained very readily, and we would do everything possible to 
co-operate on such a matter. 


(Translation) 

Mr. LAVERDIERE: Thank you very much for that answer. That very clear 
reply makes it unnecessary for me to pursue that angle. Only one more point 
bothers me, that of religious communities. Your brief indicates to us that the 
religious communities are interested in joining in the pension plan. I would 
simply like to know, so far as there is any question of it, up to what point the 
communities have been consulted on what you mentioned in your brief? 


(Text) 

Mrs. Hopains: I think we should make it very clear that when we speak 
of the religious teachers we are referring only to the religious teachers who 
are teaching in the state supported schools in the province of Ontario. We have 
no information at all in respect of the feelings of other religions in other prov- 
inces. We have consulted our own teachers who are members of religious com- 
munities, and they have stated they wish to be treated as Canadian citizens and 
wish to be committed to contribute to the Canada pension plan if it comes into 
effect, as they contribute to our own Ontario teachers’ superannuation plan. 

Mr. LAVERDIERE: Thank you. In respect of teachers in Ontario who belong 
to a community and a religious order, are they paid just the same salary as is 
any other teacher? 

Mrs. Hopcins: They may be paid the same salary or they may, as a matter 
of policy, accept a lower salary. However, they are paid a salary. 

Mr. PARKER: May I supplement this by citing the situation in Nova Scotia 
where we have a good many members of various orders teaching in the public 
schools. All of these teachers are paid exactly the same salary as any lay 
teacher, with no exception. They also contribute to our provincial pension plan 
on the same basis. We would therefore assume that any national plan affecting 
teachers would apply to them in the same way. Unlike Ontario we did not 
consult any of our members, for the very obvious reason that we had no time 
previous to this meeting. 

Mr. LAVERDIERE: Do these same teachers who have, as you stated, the same 
salary as all other teachers pay the same income tax as do other teachers in 
your own province? 

Mr. PaRKER: That is a question I cannot answer authoritatively. 


Mr. Luoyp: Not in Nova Scotia. 

Mrs. Hopctns: In Ontario, and I presume in the other provinces, they are 
exempt under the provisions of the Income Tax Act. That is why we referred 
to the Income Tax Act in our brief. 

Mr. LAVERDIERE: In Ontario, are these teachers who belong to religious 
orders paying some contribution to a kind of pension plan? 
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Mr. JONES: Yes. 


Mrs. Hopeins: They pay exactly the same contribution to our superannua- 
tion plan as any other teacher—6 per cent of their salary. 


plan. Indeed I understand, although this is not Strictly within our sphere of 
activity, that many of the religious communities to which they belong also wish 
to be included. 


We have sought legal advice, for whatever it may be worth, and the legal 
advice is that under the wording of Bill No. C-136 they will not be able to be 
included. We are not competent to suggest what should be done with the 
wording in question, but merely draw it to the committee’s attention so that 


it perhaps may be referred to your legal experts for examination if you see fit 
to do so. 


Mr. LAVERDIERE: Thank you. I do not know whether or not this is pertinent 
to the work of this committee, but because it is related in some way I would 
like to know if female teachers and male teachers, perhaps in New Brunswick 
Nova Scotia, or Ontario, are paid for competence at the same rate of salary. 


Mrs. Hopeins: In the west they are treated the same as any other group of 
teachers. We would bargain collectively for them; they are paid the same 
Salaries, belong to the same pension plan, and have the same rights and 
privileges. 

Mr. LAvEeRpDIERE: In the Atlantic provinces also? 

Mr. KINGETT: Yes, 

Mr. Laverpr&rE: In Ontario is it the same? 

Mr. JONES: Yes. 

Mr. LAVERDIERE: Thank you very much. 


Mr. KNOWLEs: May I ask a supplementary question of Dr. Nason? Is the 
legal advice that was obtained based on the reference to these people being 
persons who have taken vows of perpetual poverty; is it your opinion that this 
blankets in everybody? 


Mr. Nason: I believe, Mr. Chairman, this is related to the section of the 
Income Tax Act which contains exemption relevant to clergy. 


Mr. KNow.es: I wonder whether the wording we have in the act which 
you have quoted in the Ontario brief covers all persons in the religious order 
or only those persons who have taken vows of perpetual poverty? 


Mr. Nason: May I ask Mr. Goble to provide some detail on this? 


Mr. Luoyp: Before you go into that, while you were proceeding I inquired 
of Mr. Thorson on this subject, and I think it might be useful to have a brief 
statement from him. 


of members of religious orders; but in addition there is power to bring in 
certain classes of persons who otherwise are named as being in excepted 
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Mr. Nason: Thank you. I think that is the very point that is before us 
in this present brief; that is, the request that consideration be given to approp- 


- riate regulations. 


The CHAIRMAN (Mr. Cameron): I think FN that answers your sup- 
plementary question, Mr. Knowles. 


Mr. Luoyp: Mr. Chairman, I have been interested in sah summary of the 
recommendations. I will choose the Atlantic provinces because I am familiar 
with the problem there. I think it has general application. I am speaking partic- 
ularly in respect of page 6, item 4, which I believe Mr. Parker dealt with earlier 
today; that is the section which is asking that in some way provincial govern- 
ment be permitted to collect or pay in some fashion what is the equivalent of 
the employer’s portion. Is the employee’s portion to be deducted, in your 
recommendation, by the boards of trustees? This item 4 confines itself solely 
to the employer’s portion. 


Mr. PARKER: May I make a comment on that? 
The CHAIRMAN (Mr. Cameron): Yes. 


Mr. PARKER: The proposal of the Atlantic provinces asks that the employer’s 
contribution be paid by the provincial government on behalf of the boards. 
It also could be possible that the employee’s contributions be paid by the 
provinces, any adjustments to be made later; but that it not what we are. 
asking. The request from our area of the country simply has to do with the 
employer’s contributions. 

While I am on that, may I make a correction. Instead of section 91, which 
really has to do with regulations governing benefits, this should be section 41. 


Mr. JoNES: May I speak to that same point for Ontario? As I explained. 
earlier, in Ontario the employing school boards send to the province the lists 
of teachers along with their salaries and along with the deductions that should 
be made for pension purposes. The provincial government then deducts these 
sums of moneys from the grants which would go to the school boards. They 
also contribute 6 per cent. That may be this same amount which comes from 
their funds, and these are transmitted to the superannuation fund. 

What we are a bit concerned about is that we feel the act may prevent this 
administrative, or what seems to be an administrative, simplicity from occurring. 
We would prefer in order to have money and for a variety of other reasons 
to have this continued for the Canada pension plan refer to the policy that 
the provincial government, when they receive a list of the teachers and 
salaries, in the calculation of the 1.8 per cent would be allowed to deduct this 
from the grants if ioe See RE and to send one big cheque on to the federal 
government. 

Mr. Luoyp: I follow your explanation, Mr. Parker. In the Atlantic provinces 
do we not have for certain purposes a similar report of the information which 
is sent to the provincial board? This is the case throughout all the provinces? 

Mr. Gorpon: It is in the west, yes, payments are made for each school term. 

Mr. Luoyp: Salary information on all teachers is centralized in every 
province in some way for some purposes. That is basic information from which 
to make deductions and then subtract from the various forms of grants which 
are paid to the municipalities. This is a universal set of circumstances which 
would make this workable. 


Mr. GORDON: Yes. 


Mr. Luoyp: Earlier today we heard observations and statements during our 
questioning of witnesses that by removing the $600 floor or exemption we would 


- do much to eliminate the necessity of refunds. But this still leaves the question 


of the employer’s refund, and if you remove the $600 floor. I think it was not 
generally appreciated, but I wish to make the observation now. So the point 
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raised by the teachers to a lesser degree is true, but nevertheless it will apply 
whether or not you were to remove the $600 floor. Thank you. 

The CHAIRMAN (Mr. Cameron): I have two more names, Mr. Francis and 
Mr. Aiken. 


Mr. FRANCIS: I pass. 


Hon. Mr. Crouu: Is the movement of teachers quite as important as you 
have indicated? It has been a long time since I have been in school, and it 
was not so active in those days. How important is it, because it goes to the 
core of the whole question. What is the incidence of it? 


Mr. Nason: May we have a quick report from each of the regions? These 
people are more familiar with the situation in their own provinces. 


Mr. PARKER: In the Atlantic provinces we have 20,000 teachers, taking 
in the four provinces. I would not be able to give you the percentage, but 
there would be literally thousands who change their jobs from one school- 
board, or one employing board to another employing board in any given year. 


Mr. JONES: In Ontario we could supply an accurate figure on the con- 
centration of population as such, but not the figure on those who may change 
their employment without moving, especially for example in the case of metro- 
politan Toronto which would have 25 per cent of all the teachers in Ontario. 
So our figures might range as high as 30 per cent. 


Mr. GorDon: Of the 40,000 teachers in Canada probably 6,000 would 
change their jobs each year. 


Mr. CANTELON: We found a great many going to British Columbia. 
Mr. AIKEN: I would like to touch on another subject. 


Mr. Luoyp: Before Mr. Aiken goes on may we ask one supplementary 
on the question of the movement between provinces? Have you any statistics 
on the movement between provinces in each year? 


Mr. Gorpon: In our province about 1,000 teachers came from other proy- 
inces, and we have lost about 1,000 Manitoba teachers to other provinces. That 
would not be in a year. That is according to the teaching force now there. 
It was about 160 last year. 


Hon. Mr. Dents: Suppose a teacher leaves one job and he gets from his 
actual employer or board a memorandum showing the contributions he has 
made which he carries to the next board, and then he goes out from there. 
Would that not correct the situation? | 


Mr. PARKER: This could be taken care of very easily by provincial gov- 
ernments. Any adjustments between respective boards could very simply be 
made by provincial governments when they pass the grants. 

Hon. Mr. Dents: Why could it not be done by the boards? 

Mr. Parker: Administratively it would be more accurate if done by the 
provincial government rather than by anywhere from 70 to 100 10:-150, -or 
how many boards you might have. 

Mr. CANTELON: That is not my understanding of the act. I understood 


that the employer must deduct willy-nilly. Perhaps we might ask Mr. Thorson 
to comment on the question. 
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The CHAIRMAN (Mr. Cameron): I do not think that is a question to ask 
Mr. Thorson to answer. It is a legal problem. What is in the back of my 
mind is the idea suggested by Senator Denis and others here that you could 
carry a memorandum from one schoolboard to another, and they could honour 
it. But would it be strictly within the act? That is why I do not want Mr. 
Thorson to answer the question. 


Mr. Nason: May I make a supplementary statement, if there is such a 
thing? 


The CHAIRMAN (Mr. Cameron): There seems to be quite a few of them. 


Mr. Nason: I thought I would try it. We have had supplementary ques- 
tions and I thought that I would try a supplementary statement. I thought 
that our colleagues in the Canadian Schools Trustees Association with whom 
we have discussed this matter at great lengths would not think that I was 
saying anything unfair if I told you frankly we feel that part of the problem 
may well be that in some parts of the country some schoolboards are not 
particularly sophisticated. I will leave the statement at that point. 

I think this creates part of our concern. The bearing of complicated 
records from one board to another adds an extra burden on those who already 
find themselves burdened with records which are quite enough for them to 
handle at the moment. The suggestion that has been made spontaneously and | 
to me interestingly in these various regions is that some provision be made, 
but we do not know how this could be done. You are the people who will 
know. 

For the provincial government to make the contribution on behalf of the 
employing board might very well, if it were carefully designed, overcome this | 
very problem of teacher mobility and of deductions on a first earnings basis. 
If my memory serves me correctly, this is not implicit in Bill No. C-136, but 
rather in statements made before this committee by a representative of the 
Department of National Revenue, who could show how the thing could be 
done. 

The province would have the salary figures, and the province could make 
the deductions so that for any one year there might be just one set of deduc- 
tions made, if it were made on behalf of all employers during that year. This 
is just a possibility and I thought I might introduce it to you. Perhaps it would 
further the suggestion made by various of our regions that the provincial gov- 
ernment be empowered to make the employer’s contribution on behalf of the 
employing board. 

The CHAIRMAN (Mr. Cameron): Perhaps Mr. Thorson might give us an 
answer. Could an agreement be made with the provinces to do that? 


Mr. THORSON: You mean by the provincial governments? 


The CHAIRMAN (Mr. Cameron): To make payments on behalf of school- 
boards. 


Mr. THorson: I do not think it would solve the problem because the obliga- 
tion rests on the person who stands in the position of the employer. It is not 
really relevant who pays the employer’s contribution. What is relevant is who 
is the employer. It is that person on whom the obligation to deduct and with- 
hold falls. 

The CHAIRMAN (Mr. Cameron): Thank you. 

Mr. COTE (Longueuil): I think I should add that in the province of Quebec 
that problem has been solved because there is only one pension plan for ail the 
teachers in the province and they all contribute to the same fund. They can 
move to any board they want. 
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Mr. Nason: This is true in every province, but the problem here is that the 
added feature has been introduced that the employer must make the deduction, 


If I may comment on Mr. Thorson’s point, if I understand him correctly, he 


Bill No. C-136. 


Mr. Luoyp: The record is pretty well straight now. 
Hon. Mr. LEFRANCOIs: I left Quebec for one year to go to teach in St. Boni- 


face. 


The CHAIRMAN (Mr. Cameron): Is this supplementary to what we are 


discussing? 


Hon. Mr. LEFRANCOIS: Yes; it is supplementary to a question that was asked 


a few minutes ago. 


Could the witness tel] the committee how many teachers from Quebec go 
out each year to some of the other provinces to teach—to Ontario or to the 


maritime provinces? 


Mr. Nason: I think it would be impossible to say without consulting the 
records of the dominion bureau of Statistics, Mr. Chairman. 


Mr. AIKEN: Mr. Chairman, I want to touch on another subject. 


By way of introduction 
approached me in connectio 


» | would like to Say that the first people who 


n with a pension plan, and the people who have 


been most persistent in their approaches, have been the teachers. They have 


teachers who have spoken to me about this. They have been concerned about 
the possibility that the existing plans might be interfered with by the Canada 


We, of course, are waiti 


get down to business with t 
problems with them. 


h 


ng for the final Canada pension act so that we can 


e Ontario government to discuss these integration 


Do I understand that you intend to solve this problem by negotiation? 


Mr. JonEs: In Ontario we have made a preliminary report. We did engage 
an actuary early last Spring to help us with this question of integration. The 


ee, 
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provincial government, of course, is not in a eta to disenee it with us 
until they know the final form of the bill. 


Just last week the minister of education in Ontario suggested that we 
should get together fairly soon, and we would hope that he will carry through 


_with this initial response and that we will be able to participate in the discus- 


sions on integration. 


Mr. Nason: Mr. Chairman, may I add to that? I think it is fair to say 
that while the teachers—as with all other employees, and indeed employers— 
are not exactly looking forward with keen anticipation to the problems that 
will be raised by being faced with integration. We are prepared to accept those 
and to work them out mathematically because it has been pointed out very 
clearly and fairly that the Canada pension plan will have nothing to do with 
the way in which the private plans are integrated. So our calculations are all 
our very own. This would bring us some comfort, however, except for a point 
which has been raised in the Atlantic regional brief regarding a worry about 
the extent to which our present say in the pensions that we have will continue. 

I think perhaps Mr. Parker could best speak to that if you would permit it. 


Mr. PARKER: We have it in substance on page 2. It is very simply this: 
At the present time we have negotiated with our government for benefits 
which we will receive in return for 6 per cent of our salary. Over a period of 
years, all provinces have succeeded in getting a high degree of co-operation » 
in negotiations with their respective governments. The problem we now face 
is that with integration, if we are to continue to pay no more than our present 
6 per cent, and if part of what has been our 6 per cent now goes to another 
plan, the Canada pension plan, we will be left with a correspondingly small 
amount over which we can negotiate as far as future benefits are concerned, 
or any change in future contributions. We will be left, more specifically, with 
only a 4.2 per cent area of contributions and corresponding benefits on which 
to negotiate. This is our concern. It is not so much a concern at the present 
time but—and we all expect this—if and when contributions to the federal plan 
increase from 1.8 on up, as the actuaries say they will, this will leave a smaller 
and smaller area for negotiations for respective teachers? organizations. 

Mr. CANTELON: May I ask a supplementary question? 

I was doing a little figuring for my own satisfaction. In Saskatchewan it 
would mean that for that 1.8 the province would have to contribute roughly 
$675,000 each year to the Canada pension plan. This would be more, if my 
memory serves me correctly, than they now contribute to match the full 6 per 
cent of the teachers, since the plan is not a funded plan. I am afraid the gov- 
ernment of Saskatchewan is not going to look with much favour on contributing 
that amount of money for just 1.8 per cent. 


Mr. Jonrs: This is a problem we face in Ontario particularly where the 
teachers request their leaders to negotiate a decking system whereby they put 
the Canada pension plan on top of our present pension plan. The committee may 
be aware that under the present pensions benefits act the government is re- 
quired to pay the interest on the deficit where the actuarial plan exists, and 
this interest will be in the order of about $14 million per year. The provincial 
contribution to the Canada pension plan, if it were decked also, would be in 
the order of $3 million to $4 million. At the present time, the government 
contributes approximately $19 million and the teachers contribute approxi- 
mately $19 million. If you add the $14 million plus the $4 million to the $19 
million the government is presently contributing, you will see that you have 
a provincial political problem. 

Mr. Gorpon:: We are more optimistic out west, I guess. We think we can 


integrate the Canada pension plan to provide a better over-all pension for our 
members; and certainly this is our objective. We do not plan to have a pension 
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plan which is inferior to the one we have now. We think through integration— 
and, this is a local matter—that has to be worked out through negotiations so 
we can provide a better over-all pension. 

Mr. KNow.es: That is the way to speak of the province of Manitoba. 

Mr. AIKEN: In summary, I take it that the answer from all the regions is 
that they are quite satisfied with the fact that there is no integration in the 
plan and they are satisfied it can be negotiated to integrate with the existing 
plan. 

Mr. Gordon: We would hope so. 


Mr. Nason: I think, Mr. Chairman, in the interest of accuracy, we would 
have to agree our people are satisfied that they can work out an equitable 


Mr. Prittie: That is why you asked for a representation on the advisory 
committee, among other reasons? 


Mr. Nason: Yes. 


Hon. Mr. Crouy: I gather what will happen is that you will have to be 
rather stiff regionally, and that you lay down some principles which could 
apply later on. 


Mr. Nason: But, Mr. Chairman, I think our people are confident that 
they can work out a good arrangement with the governments, with whom they 
have co-operated. This is not their concern, but an increasing portion of their 


federal level. In this way they will not have direct access to changes and dis- 
cussions in that connection unless, of course, some of the other recommendations 
are accepted. 


Mr. Gray: Dr. Nason, you are appearing here in the Capacity of a full time 
officer of the national federation and surely you will have in the future, as 


fo take part in negotiations arising out of these representations to the fullest 


Mr. Nason: Yes, and I would like to tell the committee at this time that 
we look forward to continued opportunities to present our points of view to all 
levels of the federal government. But, you see, at the moment teachers’ pen- 


Mr. Gray: But, is it not also a fact in respect of your dealings with the 
province that your dealings are really only in the form of discussion or nego- 
tiation and that you do not have a voice in the sense of a vote, so to speak? 


Mr. PRITTIE: It is really bargaining, is it not? 


or” 


Mr. Luoyp: At this point I would like Mr. Parker, for my benefit, to tell 
us whether or not pension benefits and pension rates as well as the question 
of sharing is the subject of negotiation under your acts in the province of 
Nova Scotia? 
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Mr. PARKER: There is no legal provision for negotiations. What we said 
earlier was that over a period of years we have been able to establish a very 
sound working relationship with our respective governments. We request 
changes and they are given very serious consideration. 


Mr. Gray: What is the situation in the province of Ontario? Is there any 
legal obligation there? 


Mr. JONES: In respect of the province of Ontario any changes are usually 
discussed with the executive of the Ontario Teachers’ Federation, and the exec- 
utive having made its views known to the minister he then proceeds with his 
legislation. The teachers may or may not be in agreement with the legislation 
that comes forward; but, they have had a chance to talk to him about it. 


Mr. KNOWLES: Do you have a member on any advisory board? 


Mr. JONES: We have members on the commission but the commission— 
and I stand to be corrected—administers the plan. 


Hon. Mr. Crouu: Would I be right in assuming from what you have said 
that the pension plan in the areas vary and that there are some better than 
others? 


Mr. JONES: Yes, Mr. Chairman. 
Hon. Mr. Crouu: The answer to that is yes? 
Mr. JONES: Yes. 


Hon. Mr. Crouu: Then is there some hope that there may be a more uni- 
fied basis as a result of integrating these plans? 


Mr. PARKER: With the Canada pension plan? 
Hon. Mr. CROLL: Yes. 


Mr. PARKER: No, I would say that would have no effect on it except that 
it will bring about one feature which we have all wanted and which only 
three provinces presently have, and that is some measure of portability. 


Mr. Gray: Will you expand on that. I intended to ask you a question 
in respect of that later on. Specifically, what is the situation if a teacher wants 
to leave the province of Nova Scotia and come to the province of Ontario to 
teach? What happens to the superannuation benefits in Nova Scotia? 


Mr. PARKER: I will speak very generally, sir. There are only three 
provinces which have any arrangement in respect of portability; these are 
British Columbia, Alberta and Ontario. I believe Saskatchewan has permissive 
legislation. Nova Scotia has permissive legislation. We are working at the 
present time to try to establish portability within the Atlantic area. Now, for 
the details I would refer you to the province of Ontario in respect of British 
Columbia, Alberta, Ontario and, as I am told, most recently Saskatchewan. 


Mr. Jones: It is not exactly portability; it is a reciprocal arrangement. 
There are certain regulations that apply; a teacher has to be in one jurisdiction 
and in another jurisdiction for certain lengths of time. But, the province of 
Ontario has a reciprocal arrangement with England and Wales as well as 
with the provinces of British Columbia, Alberta and Saskatchewan. I under- 
stand that the province of Manitoba is on the list for this year, The Ontario 
superannuation commission has been actively engaged in this and they have 
brought about these reciprocal arrangements. But, it is not true portability. 
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Mr. Gray: So, if this plan comes into effect it may be very helpful to 
those members of the teaching profession who wish to seek opportunities in 
any part of Canada. . ! 

Mr. Jones: As far as the Canada pension portion is concerned, yes, but 
as far as the provincial portions are concerned, no. 


Mr. PRITTIE: Mr. Gray should know there are other obstacles in respect 
of moving from one province to another to take up teaching. 


Mr. NASON: We should add that the Ontario pension plan portion remains 
portable. 


The CHAIRMAN (Mr. Cameron): Have you a question, Mr. Francis? 


Mr. Francis: I would like to put one question in respect of the advisory 
board. I note from the recommendations that the teachers’ federation would 
like to be represented on the advisory board, and I would like to ask do you 


professions should we consider for membership on the board? 


Mr. PARKER: I knew someone would ask that question. We assume that 
in setting up an advisory board you will not neglect organized labour, for 
example, and I hope you do not neglect the teaching force, which is organized 
in quite a different way from the other professions. Finally, I hope you would 
consider us on the advisory committee because in coming into the Canada 
pension plan, if we integrate, we lose, as Dr. Nason has said, a certain area 
which previously we had for negotiations, and the only way to compensate 
might be to have some voice at the federal level. 

Mr. FRANcIS: I have a great deal of sympathy with this but I think the 
teachers’ federation must realize there are practical limitations in the number 
of groups which can be represented on this board. 

Mr. Nason: May I add that it was only after a great deal of discussion— 
and I can assure you of this because I was president—that it was decided to 


is so then this would justify our requesting a seat on the advisory committee. 

Hon. Mr. Dents: Anyway, you have nothing to lose. 

The CHAIRMAN (Mr. Cameron): On that happy note may we conclude. 
Has anyone else any further questions? 

Mr. Basrorp: Mr. Chairman, I hope that Dr. Nason’s delegation, with only 
one member from western Canada, does not represent the view of the Canadian 
Teachers’ Federation in respect of Canadian geography, and I hope there is no 
misapprehension in respect of the western region. 

Mr. KNowWLEs: There is one member from Manitoba. 

Mr. Nason: For some reason unknown to me, and perhaps it is the wind 


that blows over the prairies, I find it is possible to become easily united on 
many of these matters. 
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| ‘included in full in our minutes, and for the presentation that you have made as 
well as the manner in which you have submitted yourself and answered our 


~ questions. 


Mr. FRANCIS: I would like to move that a vote of appreciation for the 
delegation and for their efforts be included in the minutes. 


The CHAIRMAN (Mr. Cameron): It is moved by Mr. Francis and seconded 
by Mr. Laverdiére that we move a vote of thanks to Doctor Nason and the 
delegation for their presentation here tonight. All those in favour? 


Motion agreed to. 


Mr. Nason: May we thank the committee for hearing us at the end of a 
very arduous day. We appreciate the very serious consideration that has been 
given to our brief. We understand that some of the points and questions that 
were raised in our brief perhaps did not lend themselves to full discussion at 
this time, but we would commend them to the consideration of the committee 
when it comes back to look over the many submissions that have been made in 
these quarters. 


The CHAIRMAN (Mr. Cameron): I call the committee to order. We now have 
the delegates from the Canadian Construction Association before us. Mr. P. D. 
Dalton from Toronto is the national vice-president of the association. He will 
introduce the other members of the delegation. Mr. A. Trottier of Quebec, the 
national vice-president, unfortunately had to go back to Quebec so he is not 
here. 


Mr. Dalton, would you mind introducing your delegation? 


Mr. P. D. DALTON (National Vice-President, Canadian Construction Associa- 
tion): Mr. Chairman and members of the joint committee, the Canadian Con- 
struction Association is appreciative of having the opportunity of appearing 
before you and presenting our brief and answering any questions that you will 
see fit to direct to us. 

As the Chairman said, we are sorry that our leader, Mr. Armand Trottier 
had to return to Quebec and is not with us, but I will introduce the other 
members of our delegation. Beside me is Mr. Peter Stevens who is director 
of labour relations. Next to Mr. Stevens is Mr. Stafford, the representative of 
one of the largest subcontractors in Canada and also chairman of our labour 
relations committee. Next to Mr. Stafford is Mr. Desmarais from Montreal. Mr. 
Desmarais is well versed in pensions having been recently connected with the 
pension plan covering some 60,000 construction workers in Montreal. Next to 
Mr. Desmarais is Mr. Chutter, general manager of the Canadian Construction 
Association in Ottawa. 

Mr. Chairman, our brief has been reviewed widely by our affiliates and it 
is believed to represent the main points of concern to our industry. Indeed, we 
have restricted our comments and recommendations entirely to construction 
issues. Copies of our brief have been distributed both in English and French, 
but it is so brief that we propose to read it, if the procedure is agreeable to 
you, sir. This, we think, will be a time saving process. There are only six pages 
of this brief, and, with your permission, Mr. Chairman, we will read it. 


The CHAIRMAN (Mr. Cameron): I think the committee will agree to that. 


Mr. Datton: Mr. Chairman, our industry operates in all sections of the 
nation and all parts of our vast country. In 1964 the value of construction put in 
place will likely have reached $8.6 billion and estimates for 1965 indicate a 
volume well in excess of $9 billion. This activity provides on site jobs for a year 
round equivalent of about 600,000 Canadians and for an even larger number 
off site. 
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On site employment conditions in our industry have often been described 
as unique by industrial relations specialists inasmuch as they are normally 
governed by the rare combination of these three factors: 

(a) Constant employee mobility from one employer to another, 

(6) Constant employee mobility between locations of work sites—often 
many miles apart, and 3 | 

(c) Traditional organization of employees on craft lines rather than on 
an industry basis. 


These circumstances thus create some unusual requirements in any pension 
plan to be applied to our industry. 

Mr. Chairman, you will notice that our submission takes a positive approach 
to Bill No. C-136, and only deals with those aspects of the proposed plan which 
are of direct concern to the construction employees, These I have already men- 
tioned to you. Are there any questions which the committee members might 
like to direct to us? 

The CHAIRMAN (Mr. Cameron): It would be a good idea if you read the 
summary of your recommendations which is a summary of what has gone on 
before. 

Mr. DALTON: The summary of recommendations is as follows: 

(a) Retention of Canada-wide portability feature of any contributory 
pension plans, 
(6) Provision for automatic annual refunds to both employees and 
mployers of any Overpayments by them, and elimination of the 
annual basic exemption, 
(c) Offer of an option to “contract out” to existing portable, con- 


indexing features and extension of the transition period to twenty 
years to make this feasible, and 

Earliest possible Public clarification regarding the integration of 
certain benefits already being provided under existing compulsory 
government operated plans such as Workmen’s Compensation Acts. 


Mr. Chairman, with your permission, Mr. Desmarais would like to add 
something to that in French. 
(Translation) 
Mr. DEsmMaArRaIsS (Member, Labour Relations Committee, Canadian Construc- 
tion Association): I wil] read section 4: 
The Canadian Construction Association gives it fullest support to 
freedom of enterprise. In consequence, it believes that in al] those 
instances where employees are already covered by existing contributory 


(d) 


choice to “Contract out”. This change would become feasible if the 
indexing features were eliminated and the transition period extended 
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Better still, perhaps, such a choice might be granted generally, as is 
the case in the United Kingdom under its plan. In this manner, truly 
competitive conditions would be created for the benefit of the general 
public and the maximum administrative efficiency of all plans would best 
be assured. 


(Text) 
That is about all I have to say. 


The CHAIRMAN (Mr. Cameron): Thank you. Does Mr. Dalton wish to say 
something? 


Mr. DALTON: I do not think so, Mr. Chairman. 


Mr. Lioyp: Mr. Chairman, I am interested in the summary of recom- 
mendations, page 6, item (b) in the last part. The association advocates the 
elimination of the annual basic exemption. I presume, in recommending this, 
you do not suggest we reduce the upper limit from $5,000 to $4,400. Should 
the $5,000 still remain? 

Mr. DALTON: I will ask Mr. Stevens to reply. 

Mr. P. STEVENS (Director of Labour Relations, Canadian Construction 
Association): Mr. Chairman and Mr. Lloyd, our point is merely one concerning 
the elimination of the $600 basic exemption as stated in our brief. Nowhere 
in our brief have we opposed the $5,000 limit as such. I think this might be 
the opportunity, Mr. Chairman, to enlarge on the extreme mobility of the 
construction labour force, not only from place to place, but from one employer 
to another employer, which continuously carries on throughout the year in our 
industry as a regular condition of employment. This is a specific problem. You 
already have heard about the mobility of teachers; they might move once a 
year. Our people might work for as many as half a dozen employers in the 
course of a year, and perhaps even more. Who is to figure out the basic exemp- 
tion at the beginning of the year when you have half a million construction 
workers who might work one place for six days, or for a shorter period, and then 
be somewhere else in winter months, and then be cut off because of inclement 
weather and that type of thing. 


Mr. Lioyp: It has been recommended to us by others that the $600 exemp- 
tion be eliminated, and presumably it would eliminate some administrative 
problems in respect of refunds to some degree with regard to those whose 
salaries are less than $5,000; for those over $5,000 you would still have prob- 
lems. I think also you must have appreciated, as employers, that this will cost 
you some more money, because if you keep it at $5,000 and you include now 
$600 more of earnings it would cost you, as your employer’s contribution 1.8 
per cent for every person who would enjoy such an exemption. You are aware 
of that and despite that you would still prefer the $600 be eliminated? 


Mr. STEVENS: Yes. You will note in our brief, in the summary, item (b), 
that it is tied in with the provision for automatic refunds to both employees 
and employers. If you look at pages 2, 3 and 4 of this brief you will find we 
are unhappy about the fact that employers in our industry, with this extreme 
mobility, will be overpaying considerably in the course of a year for an 
individual who exceeds $5,000 annual income limit, and there will be very 
considerable numbers of these. We have statistics from the dominion bureau of 
statistics showing that a considerable proportion of the construction labour 
force in the course of a year earns in excess of that amount. We feel this will 
more than compensate for the elimination of the $600 limit. 


Mr. Luoyp: I am glad to hear you say this. However, because this is such 
a complex matter, I led you into an answer, not to catch you or anything like 
that, but to make sure you had fully appreciated the fact that there would be 
additional cost to you if we keep the limit at $5,000 and remove the $600 floor. 


MAY i tee 2 See , y/ el fe Ae er he ate et be k's a P| 
ee. Pe UL 7 AE fie ae. Mi fk) i Cae See ae SORTER SH Nn Cae Pty abe’ ¥ 
RR ws A th a Ati ATE eel ARNG St RABY, Seay en : Rate ie eT ee RFS Me 
ar i his ce Pa OR RC Ona sy i FA COE oper 

. , ‘ 4 


My Sah <5 _ JOINT COMMITTEE 


a large number of people moving from job to job and numerous employers 
in the course of a year. As you say, in so far as the construction industry is 


basic limit is tied in, as it is in the brief, with the elimination of the non-avail- 
ability of refunds to employers. 


Mr. Luoyp: Thank you. 
(Translation) 

Mr. COTE (Longueuil): You Say on page 2, paragraph 2, on the matter of 
national portability: 

The Canadian Construction Association considers that complete port- 
ability, from one end of the country to the other, is an essential] feature 
of any contributory pension plan set up by the federal government or 
by any other body. 

What do you understand by any other body? 


Mr. DESMARAIS: You have, for example, sailors who move around fairly 
often. Can you follow me now? 


Mr. Corr (Longueuil): I understand you, but it is the interpreters who do 
not understand. 


Mr. DEesmMarAIs: Seafarers and those who work in ports change jobs fairly 
often. 


Mr. CéTr (Longueuil): Those are not pension plans on the government’s 
scale, they are private plans. 


Mr. DEsmarats: Actually they are private plans. 


Mr. Cots (Longueuil): What do you believe the federal] government can 
do as regards portability of private pension plans? 


Mr. DEsmarRAIS: Mr. Stevens will answer your question. 
(Text) 


Mr. STEVENS: Mr. Chairman and gentlemen, the mobility of the construction 
labour force hag become such that—and_ this might interest Mr. Basford— 


of the utmost importance to the construction industry and construction em- 
ployers. 

Mr. Cérkt (Longueuil): We understand it is a good thing: but it is a matter 
of provincial legislation, I think, to make the portability of the private pension 
plan. I do not think the federal authorities can do anything about it: 

Mr. STEVENS: But here in the last sentence we Say we hope “it will be 
possible for this important feature of the plan to be retained as an esential 


Mr. C6t& (Longueuil): It is already certain that people from Quebec or 


from any other province in Canada, even if they have their own plan in the © 


province, still are going to have to have portability. 
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Mr. STEVENS: I think you will recall that the C.M.A. made a similar rec- 
ommendation to us in our industry namely that this must be retained. 

Mr. C6TE (Longueuil): So far as private pension plans are concerned, 
are you going to make any representations to the different provinces to see 
whether they will pass legislation to make the private pension plans portable?. 

Mr. STEVENS: That would be a matter for the various provincial organiza- 
tions and federations of construction employers, since the provinces are con- 
cerned. 

Hon. Mr. CROLL: Recently in Ontario they held a meeting with half a 
dozen provinces for the purpose of doing exactly that; they have had some 
consultations on it. 

Mr. STEVENS: We are not aware of any such discussions. 

Hon. Mr. DENIS: What would happen if one of your employees changed 
his employment to an employer who has no private pension plan at all? 

Mr. STEVENS: Which section of the brief is the senator speaking about? 

Hon. Mr. CROLL: You are talking about opting out of the Canada pension 
plan. 

Mr. STEVENS: The reason we have included this item is that our industry, I 
think, is proud of the fact that it has been more progressive in this regard 
probably than any other industry. 

We have had a contributory portable pension plan for the entire region 
of Montreal and Quebec City for the construction industry, and also with 
portability between Quebec City and Montreal. . 

Hon. Mr. Denis: There is nothing in the present bill which forbids you 
keeping these portable pensions. You can go on having your portable pensions. 

Mr. STEVENS: Yes, but with a plan which meets almost all the conditions 
as they exist now, either a Quebec provincial plan or a federal pension plan 
should not be superimposed on it. You will note in that situation that integra- 
tion will become more difficult in one way and also more unnecessary in an- 
other way, because from the worker’s point of view you will get to the point 
in our situation where the worker will be putting more out of his pay package 
each week into pensions than he himself would want to see. 

Mr. Cé6tTE (Longueuil): Suppose an employee works for one of the firms 
which belongs to your association which has a pension plan which is portable 
between different provinces, and he wants to change his trade or to go into 
another job because he is out of work in your trade and he does not have the 
Canada pension plan. He will surely lose out under the plan that he has, under 
your pension plan. 

Mr. STEVENS: His benefits will stay to his credit even if he leaves the con- 
struction industry to go into another industry; those credits will remain with 
him until he qualifies for his pension. 

Hon. Mr. DENIS: But it would not increase; it would stop. 

Mr. STEVENS: No, but he would come under the Canada pension plan. 


Mr. Gray: If your suggestion was adopted—-and I appreciate the con- 
structive spirit in which you have presented this brief to us—and if that hap- 
pened, would not the employee who would now be under the Canada pension 
plan be prejudiced in various ways because he would not have an earnings 
record under the Canada pension plan for the period in which he is contributing 
to one of your industry’s plan? 

Mr. STEVENS: I think this feature is protected in other countries such as 


the United Kingdom. I do not think the problem is one which cannot be over- 
come, because it is overcome over there, and as I have said before, the credits 


21763—7 


el eee CLOT SI AR Ta ay Ue Ok lade BO Aa oe MVPD Mi Cac a by 

LMR aL Anan RARER MA SSG i i 

tt Pa eeS THA NASER 
1772 | 


that he had in the construction industry plan would remain to his credit nal 


types of civil servants. 
Mr. STEVENS: Some of them undoubtedly are. 


Mr. Basrorp: The evidence we have had is that the Ooverwelming majority 
are in the case of state agencies. 


The CHAIRMAN (Mr. Cameron): Does that conclude the supplementaries? 


Mr. AIKEN: I presume that the portability to which you refer in your brief 
concerns mainly the portability of the Canada pension plan. Now are you satis- 
_ fied at the moment with the degree of portability between the Canada pension 
plan and the Quebec pension plan? 


on that at this time. 


Mr. AIKEN: Would you suggest that further efforts be made to bring Quebec 
into this plan to make it fit the portability requirements across the country? 


Mr. STEVENS: I think we maintain the position as outlined on page 2, para- 
graph 2. 


Mr. KNOWLES: You will be interested to be made aware that Ontario 
is going to stay in. 

Mr. Basrorp: Recognizing that you have not seen the Quebec bill, and that 
we have not seen it either, and assuming that Quebec is going to stay out, 
you are satisfied with Bill No. C-136 and with its provisions for portability 
between two different provinces and the rest of Canada. 


Mr. STEVENS: We are very happy to see it. We wholeheartedly support it 
and we want you to make sure that it is maintained. 


Mr. FRANCIS: I want to ask the delegation a question on page 6, recom- 
mendation 6(c), regarding the “offer of an option to ‘contract out’ to existing 
portable, contributory pension plans, and preferably also to all employer- 
employee units, able to obtain equivalent benefits at lesser cost.” 


Mr. STEVENS: Mr. Chairman, this is tied in with the second sentence which 
Mr. Francis did not read. 


Mr. Francis: I did not intend to distort it. 


Mr. Stevens: I realize that, but one is tied in with the other. Perhaps I | 
might cite an example. The staff at the Construction House of this Association _ 
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i and you could have smaller units where you might have very young people 
; of average age in a particular group. | 
Mr. FRANCIS: Have you had actuarial advice to this effect? 
Mr. STEVENS: Yes, we have had actuarial advice on the basis that this is 
not completely unralistic. 
Mr. FRANCIS: It surprises me, and I would like to think that the delega- 
tion would probably have checked this before making such a statement. 
Mr. KNOWLES: Did Mr. Francis read the other sentence? If it is taken 
out of context can the benefit of the Canada pension plan be reduced by it? 
Mr. FRANCIS: I am trying to make the point of it a possibility. In effect 
you say that indexing features should be abolished and a long transition period 
retained. I appreciate that this plan has been subject to a number of federal- 
provincial conferences. The province of Ontario said that it has participated 
in six federal-provincial conferences in discussing this matter. So it does raise 
some fundamental questions in terms of the plan. My question to you is this: 
Are you very serious about this contracting out feature? Do you think it is 
possible without a changed situation? 


Mr. STEVENS: We have had actuarial advice in this matter, as I stated, 
and the advice was on the basis of these changes to the basic concepts of 
the plan. The main reason for our inclusion of this item in our brief is the 
existence of the fact that our industry, as I have already stated does offer 
the closest plan in existence of privately negotiated plans covering tens of 
thousands of construction workers, something like 75,000 construction workers 
already with more features in it similar to Bill No. C-136, than any other 
existing negotiated plan. 

Mr. Francis: Do you contend that a plan with a very large membership 
like this can still give better value dollar for dollar than the Canada pension 
plan? Surely when you grow to a large membership, the advantages of age 
which you describe will not hold, because the larger the membership the 
closer to average you will become. Is it still your contention that there are 
plans with large and significant membership which offer better value dollar 
for dollar? 

Mr. STEVENS: Our actuarial advice was that better features are provided 
when the period is spread to 20 years, yes. 

Mr. FRANCIS: We cannot have everything. If we must make a choice 
would you not go along with this position of the Canada pension plan that 
develops private escalation and complete portability, even though it is not 
consistent with contracting out? 


Mr. STEVENS: We would have to consider our position when we know 
what the findings and recommendations of this committee are. 


Mr. FRANcIS: Thank you. 


Mr. Basrorp: I take it from your brief that approximately one eight of 
your employees are within some private pension plan. 


Mr. STEVENS: That is what it really amounts to at the moment, yes. 


Mr. Basrorp: Where are they located? Because in my experience in 
British Columbia I do not know anybody in the construction business on a 
pension. 


Mr. Stevens: In British Columbia I think at least two trades in the 
negotiations of last spring have agreed on the establishment of a pension plan. 
But whenever one does this in the course of negotiations, as I am sure certainly 
Mr. Knowles will be aware, it takes time to get the necessary actuarial advice 
and actually establish the plan. In the course of negotiations at least two trades 
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did negotiate for pensions last spring in Vancouver. These will be implemented 
once the details of the plan itself have been finally worked out and agreed to. 

Mr. Basrorp: So, if I understand your position correctly, on behalf of 
one eight of your employees you are asking what is really a very fundamental 
change in the plan. Is that right? 

Mr. STEVENS: Yes, but it is a plan, as we have already stated, which is 
closer to Bill No. C-136 than any other plan we know of or of which the in- 
surance industry can tell us; it is known and has operated successfully for 
several years in Canada right now. 

Mr. BasFrorD: How would you deal with people who—and I believe this 
has been answered but I did not quite understand your answer—come in and 
out of the construction industry, which I think is quite a common experience in 
that business. 

Mr. STEVENS: The answer given, Mr. Chairman, was that any pension credit 
benefits that may have accrued stay with them, and once they reach pensionable 
age they will be qualified to draw that pension. 

Mr. Basrorp: Does this not put a very great administrative burden on the 
government? They would have to deal with people constantly coming in and 
out of the Canada pension plan. 

Mr. STEVENS: I think other countries which have the opting out feature 
have been able to handle it. 

Mr. Basrorp: I am not sure that I accept that, because our evidence is that 
in the other countries where they have contracting out, the experience has been 
that the contracting out is in industries where the employment is extremely 
stable and where there is very little movement in the industry or even in and 
out of the industry which, of course, is not so with construction. 

Mr. STEVENS: The mobility in construction is between one employer and 
another employer and one location and another location. A man who is a brick- 
layer or a carpenter will stay with the industry as long as the industry can offer 
him an income. 

Mr. BasrorD: But in an industry such as the construction industry, which 
is also subject to considerable fluctuation, I think it is also common that people 
come in and out of it quite a lot. If things are slow in the construction industry 
they find something else to do; they go fishing or logging. 

Mr. STEVENS: Mr. Chairman, we made representations jointly with the con- 
struction unions, to the cabinet committee on employment only last February 
asking for statistics on occupational mobility. We are hopeful that these statis- 
tics will be soon available for Canada. At the moment we do not have any statis- 
tics. This was an effort jointly between labour and management in our industry, 
asking the government to provide that type of information so we might be better 
informed on the factual situation. 

Mr. BAsrorb: I was hoping you would give me factual information now. 

Mr. STEVENS: It is not available. 

Mr. BasrorD: My observation would be that it would be very high, but 
I may be prejudging the situation. 

The CHAIRMAN (Mr. Cameron): Are there any further questions? 

Mr. Dalton, Mr. Stevens, Mr. Stafford, Mr. Desmarais, Mr. Chutter, we wish 
to thank you for the brief you have submitted to the committee and for the man- 
ner in which you have presented your recommendations. We thank you for the 
very frank and open way in which you have answered our questions. 

Mr. STAFFORD: Mr. Chairman and members, we would like to thank you for 
the way you have received us and especially for the prebriefing session we had in 
the Senate; we appreciated it very much, and we enjoyed it. 
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Mr. KNOWLES: Mr. Chairman, I hope that, now reference has been made to 
it on the record, Senator Fergusson will not mind if one of the members says that 
we too appreciated her very kind hospitality this evening. 


Some hon. MEMBERS: Here, here. 


Mr. BasrorD: May I move a motion of thanks to the Canadian Construction 
Association for their appearance here and for their very constructive brief in 
pointing out areas which are of special concern to them? 


Mr. COTE (Longueuil): I second the motion. 


The CHAIRMAN (Mr. Cameron): Mr. Basford has moved, seconded by Mr. 
Cété, that we pass a vote of appreciation to your committee for the presentation 
here tonight. How is it received? 


Motion agreed to by acclamation. 
The committee is adjourned until ten o’clock tomorrow morning. 
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APPENDIX A387 


Answers to Questions raised by Mr. Knowles, Mr. Cantelon, and Mr. Aiken 
on December 3, 1964, and January 15 and 20, 1965 


1. Question: 


What would happen in the event of an employer becoming bankrupt and 
not leaving an estate sufficient to cover both what he deducted and did not 
remit on account of contributions under the Canada Pension Plan and what he 
deducted but did not remit on account of taxes under the Income Tax Act? 
(p. 217) 


Answer: 


While the Bill, as mentioned in the Minutes of Evidence on page 216, does 
not purport to assert any express priority for claims under the Canada Pension 
Plan over other Crown claims such as claims for unemployment insurance de- 
ductions and income tax deductions, the actual] priorities of such claims would 
depend, in the first instance, on whether the various amounts that the em- 
ployer was required to deduct and keep separate and apart from his own funds 
were in fact so kept separate and apart. To the extent that they were, there 
would probably be no problem, since they could be turned over to the Crown 
by the persons administering the estate as soon as they were identified. 


If, however, the Moneys in question had not in fact been kept separate 


against the estate itself, to be dealt with in accordance with the priorities set 
out in section 95 of the Bankruptcy Act. In accordance with the priorities set 
out in that section, a claim under the Unemployment Insurance Act, which 


not previously mentioned. 


2. Question: 


What is the average difference between the ages of husband and wife across — 
the country? (p. 992) | 
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Answer: 


It is not possible to determine the average of the differences in age between 
husbands and wives across Canada, since no Census tabulation was devised to 
record the differences in the ages of husbands and wives. Only the actual ages 


_ themselves were recorded; these have been averaged for various age groups. 


It is possible to say that for husbands aged 65 to 69, the median average age of 
their wives was 62.8 years in 1961. If it can be assumed that the average age of 
these husbands was 67, then the difference between the age of the average 
husband in this group and the age of the average wife of this group of husbands 
would be 4.2 years. The difference between the average age of all husbands and 
the average age of all wives was 3.5 years. 

Bulletin 2.1-11 of the 1961 Census of Canada provides a table entitled 
‘Husband - Wife Families showing Age of Husband by Age of Wife” (Table 95). 
The following averages can be developed from this table: 


Median Age 
(years) 
Wives OF Men Age G5 -O9K jie cic yal Cue ea Ney 62.8 
Wives of Men’ Age’ 70 and’ Over! .))..0 0c. abused vadia. 70.0 
PDE WT CS iota ste galerie) Mek ln CL as aia cata) GBR AT RANA: Wha ab cats 39.5 
PUP PLUS PATI ghia huey aly a ucla ates Goa Sia qcrebia al taal fos add va i 43.0 


3. Question: 
(a) What would be the amount of the old age security benefit of $75 a 
month available at age 70 if its actuarial equivalent were payable at age 60? 


(b) What would be the amount of the maximum Canada Pension Plan 
retirement benefit ($104 a month) available at age 65 if its actuarial equivalent 
were payable at age 60? 


Answer: 

The following actuarily equivalent annuities were calculated by the Depart- 
ment of Insurance in accordance with the mortality rates of the Canadian Life 
Table, 1960-62, males or females, as applicable, and interest at 4 per cent per 
annum. Annuity payments were assumed payable monthly in arrears. . 


(a) Monthly amount of annuity payable at age 60 equivalent to $75 per 
month payable at age 70— 


DALE Seach Maes wie pease coat fer are fee $26.75 


(b) Monthly amount of annuity payable at age 60 equivalent to $104 per 
month payable at age 65— 
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SUBMISSION OF THE GOVERNMENT OF ONTARIO TO THE 
SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON THE 
CANADA PENSION PLAN 
A. Introduction 


2. Although the Government of Canada has indicated on several occasions 
that the basic principles of the Canada Pension Plan are unchangeable, the 


B. Basic Criticisms 


3. Ontario’s principal criticisms of the Canada Pension Plan are: 


(a) Adequate advance consideration does not appear to have been given 
to the full financial and economic implications of the present pro- — 
posals and possible alternatives, and | 
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(6) The lack of co-ordination between the Canada Pension Plan, Old 
Age Security and other government welfare and social security 
programmes results in inadequate provision for those most in need. 


C. Summary of Recommendations 


4. Ontario has voiced its comments on the Canada Pension Plan at six 
federal-provincial conferences since July, 1963. In addition, the Prime Minister 
of Ontario has exchanged letters on the subject with the Prime Minister of 
Canada and Ontario officials have met with federal government officials on 
numerous occasions. Consistent with the principles to which Ontario has 
adhered throughout these exchanges, the following recommendations are made: 

(a) The Federal Government should obtain the opinion of the Royal 
Commission on Taxation on the implications of the Canada Pension 
Plan on fiscal policy and the incidence of taxation. If the Tax Com- 
mission finds that the proposed method of financing the Canada 
Pension Plan is inconsistent with its own recommendations, alter- 
native methods should be considered. (paragraphs 11 and 12) 

(6b) The Old Age Security and Assistance programmes and the Canada 
Pension Plan should be treated as a single programme geared to the 
needs of older people. (paragraph 15) 

(c) A flat benefit of perhaps $25 a month should be provided under the 
Canada Pension Plan from January 1, 1967 to all persons receiving 
Old Age Security benefits. (paragraph 19) 

(d) A minimum pension of perhaps $25 a month should also be paid to 
all persons qualifying for benefits under the Canada Pension Plan. . 
(paragraph 20) 

(e) The 42-year earnings base should be abandoned. In its place, a 
shorter period, perhaps the ten last or ten best years of earnings, 
should be used. (paragraph 27) 

(f) In cases of early retirement, certain years between retirement and 
age 65 should not be counted in calculating the earnings base. 
(paragraph 30 ) 

(g) The Earnings Index should be abandoned and the Pension Index 
based. on the cost of living substituted for it. (paragraph 32) 

(h) A retirement test should be used to determine entitlement for both 
Canada Pension Plan and Old Age Security benefits for persons 
between the ages of 65 and 70. (paragraph 35) 

(i) The exemption of contributions on the first $600 of earnings should 
be eliminated. (paragraph 37) 

(j) A transition period of twenty years rather than ten years should 
be adopted for the Canada Pension Plan. (paragraph 40) 


5. In making the above recommendations, Ontario is not raising new issues 
at the eleventh hour. It is merely making concrete suggestions as to how its 
previous criticisms can be met in order to clarify its position for the Special 
Joint Committee of the Senate and of the House of Commons. Ontario has no 
desire to raise insuperable difficulties that would make the plan impossible. 
It is convinced, however, that changes proposed in this submission are desirable 
to achieve what the Minister of National Health and Welfare has described as 
“a comprehensive plan to apply to as many people as possible in this country.” 


6. These recommendations are submitted in a spirit of co-operation and 
in the hope that the Committee and the Federal Government will act on them. 
Ontario believes that they will correct some serious shortcomings in the 
Canada Pension Plan as proposed in Bill C-136. In view of the profound im- 
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Pact that the Canada Pension Plan will have on the welfare of Canadians and © 
the future development of this country, it is essential that the best plan pos- 


sible be adopted. 


been made in the plan since July, 
compromise, apparently without 
what the plan seeks to accomplis 


9. Actuarial and economic re 


sufficient regard to basic improvements in 
he 


ernment in November and December of 1964. These reports were prepared 


in the main, after the provisions 


10. The Government of Ontario has expressed concern in the past as 


' to whether the proposed method 


12. The Government of Ontario believes that the 


x. 
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a act as a brake on economic growth. bate possible tax cut in the federal Hianes 
would have to exceed the amount of contributions to exert a stimulating 
_ effect on the economy. The net result is some loss in the flexibility of fiscal 


, policy. 


E. Lack of Co-ordination with Related Programmes 
14. The Government of Ontario strongly believes that any social security 


‘programme for the aged must take into consideration the needs of both those 


now on retirement and those who will retire in the future. It is also concerned 
that something be done both for those with earned income and those without. 
'The most serious criticism of the Canada Pension Plan is that it does not 
do this. 


15. Ontario submits that the Old Age Security and Assistance programmes 
and the Canada Pension Plan should be treated as a single programme geared 
to the needs of older people. In such an integrated system, no groups would be 
forgotten and inequities between one group and another would be kept to a 
minimum. 


16. There is some co-ordination between the two systems in the proposals 
which are before you. The modification of widows’ and disability pensions when 
Old Age Security pension becomes payable, and the use of a pension index 
based on the Consumer Price Index for escalating Old Age Security, are 
indications that the two programmes are not treated as completely isolated 
entities. Nevertheless, these are minor compared to the areas where real im- 
provements could be made. 


F. Flat Benefit Pension 


17. No provision has been made for those already on retirement beyond 
the minor effect of the escalation of Old Age Security benefits by the Pension 
Index. Nearly one million Canadians are now receiving Old Age Security 
benefits, all of whom are excluded from the Canada Pension Plan. It is esti- 
mated that out of 1,481,000 persons in Canada aged 65 and over in the year 
1965, only 131,000 will ever receive any benefit from the Canada Pension Plan 
and that the benefit for the small group that receive anything will average 
only $33 per month. The evidence is convincing that these people will be no 
less in need than those who retire in future years and who will qualify for 
Canada Pension Plan benefits of much greater amount. The inequity of the 
exclusion of those now retired will be most marked eleven years from now 
when some of those retiring with ten years’ contributions under the Canada 
Pension Plan will be receiving maximum benefits, while their neighbours who 
retired in 1965 will receive nothing beyond the flat rate Old Age Security 
pension. 

18. The development of a large pension fund, to which more than one 
million retired Canadians will have no access, will lead to strong pressures to 
modify the structure of the Canada Pension Plan. After ten years of the 
plan’s operation, only about one-third of the population over age 65 will 
receive pensions, which will average under $50 a month, and about two-thirds 
will receive no pension whatsoever. At that point, the fund will have reached 
$5.0 billion (excluding Quebec), and still be increasing. 


19. Ontario recommends that a flat benefit of perhaps $25 a month be paid 
under the Canada Pension Plan from January 1, 1967 to all persons receiving 
Old Age Security benefits. The same flat benefit would be paid to those quali- 
fying for Old Age Security in future in cases where no graduated pension is 
payable to them or to their spouses. 
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20. Ontario also recommends that this amount should constitute a minimum 
pension for all people who qualify for graduated benefits under the Canada 
Pension Plan. In the case of married couples, the benefit for the couple would 
be $50 a month or the combined graduated benefit if greater. 


21. These two recommendations will go a long way towards meeting the 
real needs not only of those already retired but also those who will retire in 
the future with small wage-related benefits. Certain measures are recommended 
later which would help finance these proposals from Canada Pension Plan con- 
tributions. 


G. Earnings Base 


22. Under the proposed Canada Pension Plan, relatively few contributors 
will ever receive maximum benefits. The age group which will be retiring 
shortly after 1975 may, in fact, be the only one with a substantial proportion of 
pensioners receiving maximum benefits. Those who retire in later years will 
find their earnings base reduced through reasons of sickness, travel, further 
education, apprenticeship, etc. 


23. When the Canada Pension Plan is mature and a 42-year period (i.e., 
all the years between age 18 and 65 minus 10 per cent of such years) of maxi- 
mum contributions will be needed to obtain full benefits, many inequities will 
arise. Any person who is stil] at school after the age of 18 may be penalized 


four months of a year to count such earnings as a full year’s income. Many 
people will be unable to qualify for maximum benefits although they will be 
contributing in aggregate much more than those who retire in the years imme- 
diately following 1975 and who will be receiving maximum benefits. 


24, For example, let us take the case of an industrial worker now aged 20 
who, after five years of low earnings which are dropped out, earns an average 
of 60 per cent of the ceiling (now $5,000) from age 25 to 45 and 100 per cent 
of the ceiling from 45 to 65. His pension will be 30 per cent of the ceiling 


per month based on present wage and price levels). The younger man would 
thus receive a smaller pension despite much greater aggregate contributions. 


25. In order to qualify for full pension at age 65, the worker must have 
earned above the ceiling (which itself is wel] above the national average wage) 
in 9 out of every 10 years since age 18 or since the plan started. Few wage 
earners who are now young will be able to achieve such a record. 


26. The Government of Ontario is of the Opinion that the average Canadian 
believes that he will receive the full pension or something close to it at retire- 
ment. The examples in paragraphs 23, 24 and 25 have been provided to show 
how mistaken he may be. 


28. In Canada as in other developed countries, there is a steady trend 
towards earlier retirement. At the present time, the average retirement age 


CANADA PENSION PLAN 1783 


for males is closer to 65 than to 70 and is lower for females than males. If 
current trends continue (and with the rapid pace of technological change it is 
expected they may accelerate), the average age at retirement may be consider- 
ably less than 65, even before the Canada Pension Plan reaches maturity. Even 
now there are large groups who are required to retire before they reach age 65. 
In Ontario, for example, many teachers retire several years before reaching 65. 


29. Under the Canada Pension Plan, any years after retirement and before 
age 65 must be counted as years of zero earnings in calculating the earnings 
base. This can be manifestly unfair. It provides a great incentive for people to 
try to find additional work after they have already retired. Such a situation is 
in direct opposition to the long-term adjustments being made by society in 
response to rising living standards and the acceleration of technological change. 


30. To alleviate potential hardship in cases of early retirement, Ontario 
recommends that certain years following retirement but prior to age 65 not be 
counted in calculating the earnings base. 


H. Pension Index 


31. The proposed Canada Pension Plan contemplates using two different 
indices: one based on the cost of living—which would be used to adjust the 
contributory earnings base in the period prior to 1975 and also to escalate all 
pensions after payment has commenced—the other based on average wages and 
salaries—which would be used to adjust the earnings base after 1975. 


32. If Ontario’s recommendation that the earnings base be the last or best 
ten years of earnings is accepted, there would be no necessity of retaining an 
index based on average earnings because increases in productivity would be 
largely accounted for. After commencement of payment, the benefits under the 
Canada Pension Plan and Old Age Security are both escalated by an index 
based on the cost of living only. This same index could also be used in place 
of the Earnings Index. This will make the plan simpler to operate and far more 
understandable to the average citizen. 


I. Payment of Pensions Between 65 and 70 


33. Because of the fact that no attempt was made to integrate the provi- 
sions of the Canada Pension Plan and Old Age Security, two conflicting 
methods of determining the size of benefit for those going on pension between 
the ages of 65 and 70 will be used. Under the proposed legislation, Old Age 
Security benefits may be paid in future years on an age-reduced basis so that 
in 1970 people aged 65 may begin collecting a flat Old Age Security benefit of 
$51 a month for life. On the other hand, pensions to people between the ages 
of 65 and 70 under the Canada Pension Plan will not be age-reduced, but 
will be dependent on an earnings test to ascertain whether or not a prospective 
pensioner is retired. 


34. Under the proposed system, it is logical to assume that those people 
who would be in real hardship after the age of 65 would elect to take an age- 
reduced Old Age Security pension. Since people electing this option would be 
likely those receiving little or nothing under the Canada Pension Plan, they 
could be worse off after age 70 than they are now. To assist in needy cases of 
this type, the federal and provincial governments would have to make substan- 
tial revisions to the Old Age Assistance programme. 


35. Ontario recommends that the retirement test should be used for both 
the Canada Pension Plan and for determining entitlement to Old Age Security 
benefits to Canadians between the ages of 65 and 70. This would be not only 
more logical and less confusing but also better related to actual need. Less 
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adjustment ts the Old Age Assistance programme would be involved because 
people going on Old Age Security prior to age 70 would receive the full flat 
benefit. | | 


J. Exemption of First $600 of Earnings 


strong incentive to postpone retirement during the transition Period since each 
additional €arnings year has a marked effect on the pension. 


39. A person aged 55 on January 1, 1966, in order to purchase privately a 


maximum pension. The Magnitude of this cross subsidy, which will be ag- 
gravated by the indexing, is a direct result of the short transition Period. 
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STATEMENT MADE IN THE ONTARIO LEGISLATURE 
BY THE HONOURABLE JOHN ROBARTS, _ 
PRIME MINISTER OF ONTARIO, 
REGARDING THE CANADA PENSION PLAN, 


Thursday, January 21, 1965. 


The question of an adequate pension plan for the citizens of Canada has 
been the subject of debate for nearly fifty years. In more recent history, this 
Government established a committee five years ago to investigate the possibility 
of providing for the residents of Ontario pensions that would be both compul- 
sory and portable. This Committee received many briefs, held public meetings 
and prepared draft legislation. 

Finally, as a result of three years’ research carried out by the Committee, 
Bill 110, ‘An Act to provide for the extension, improvement and solvency of 
pension plans and for the portability of pension benefits’, was presented to this 
Legislature on April 26, 1963. It was the first legislation of this type in Canada 
and, in essence, it established the principle of compulsory pensions and the 
principle of portability of pensions. The objective of this Government in con- 
ducting this research and in introducing this legislation was to devise a pension 
plan which would provide assured pension provisions for the residents of this 
province. 

Subsequent to the introduction of this Bill, the Federal Government pro- 
posed to introduce a universal old age pension. Through what was, in my view, 
very bad judgment indeed, this idea in a most primitive state, was injected into 
the provincial election campaign of September 1963. This precipitate action 
served merely to prevent the logical development of a pension plan which could 
be understood by the people of Ontario and the people of Canada. It was an 
action that has led to many misunderstandings. 

After three complete revisions, there is now before the Parliament of 
Canada and a special joint committee of the Senate and the House of Commons 
a bill known as Bill C-136, which is “An Act to establish a comprehensive pro- 
gram of old age pensions and supplementary benefits in Canada, payable to and 
in respect to contributors’. Clause 3 of this Bill provides that any province can 
establish its own “‘comparable” plan, effective not later than January Ist, 1966, 
if it signifies its intention to do so within thirty days after Royal Assent has 
been given to Bill C-136. No precise definition of “comparable’’ has been laid 
down but I think common sense would indicate that a provincial plan, at least 
at the outset, would have to have substantially identical levels of benefits and 
contributions in order to meet this test of comparability. 

The Province of Quebec has already indicated, by resolution of its legisla- 
ture, that it intends to exercise its prerogative under this section and will pass 
an act establishing its own pension plan under which the benefits and contribu- 
tions will be in all respects similar to Bill C-136. Since the right to do this 
clearly extends to each province in Canada, Ontario must choose between two 
options. It must either operate its own “comparable” plan, or participate in 
the Canada Pension Plan. 

We have had these alternatives under careful study for many months, par- 
ticularly since last November when the full particulars of Bill C-136 were made 
- public. 
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With regard to the alternative of operating our own plan, may I say that 
our studies clearly indicate that it would be entirely feasible for the Govern- 
ment of Ontario to do so: indeed, there are substantial arguments in favour of 
our so doing. 

We would then have a plan which could be operated to our satisfaction, 
both efficiently and economically, for the benefit of the people of this province. 
We would preserve the constitutional rights which are ours under the British 
North America Act. We would have complete control over all the funds gen- 
erated in this province. We would have complete control over any future 
amendments respecting contributions, benefits and other financial aspects. Such 
considerations appear particularly important when we view the lamentable 
history of the Unemployment Insurance Fund. In addition, although a provincial 
plan must be comparable to the federal plan, I am convinced that we could 
make improvements and simplifications in benefits, contributions and adminis- 
trative features of the plan if we were to devise and operate our own. 

On the other hand, the Province of Ontario and this Government have 
traditionally worked for national unity and national standards of social services. 
We have participated in national social security programs and in many other 
instances have provided Support in the interests of national standards and 
national stability. In the present circumstances, if we were to propose a plan 
in which there were any marked differences, even though “comparable”, we 
might seriously impair the principle of national portability of pensions, which 
has been one of our goals for many years. 

As I have said, some very broad and important changes have been made 
in the various versions of the plan put forward by the Federal Government 
Over the period of the last year and a half. The most basic of these changes were 
made last April, after a federal-provincial conference in Quebec City. They 
resulted from intensive consultation between the Government of the Province 
of Quebec and the Government of Canada. Subsequently, there were discus- 
sions between officials of the Government of Ontario and of the Government of 
Canada and these resulted in several basic and important amendments which 
are now incorporated in Bill C-136. 

While at no time surrendering our right to operate our own plan, we have 
put very forcibly to the Federal Government a number of objections, some of 
which, as I have said, have now been met by the provisions of Bill C-136. 


Of greatest importance to the people of Ontario, we requested safeguards 
in order to prevent unilateral changes in the provisions of the Act, particularly 
in regard to benefits and contributions. As a result of our request, a section 
was inserted in the Act which, in effect, provides for consultation with the 
provinces before any future changes may be made in the plan. As the plan now 
stands, no amendment of substance can be made until after a notice period 
of at least two years has elapsed, and such changes can be effected only if 
assent is given by two-thirds of the participating provinces with two-thirds of 
the population of the participating provinces. In effect this gives the people of 
Ontario, through their government, a clear right to be consulted in the 
future and to decide upon the implications and desirability of any change 
that may be proposed. It provides an effective veto over changes of substance 
with which we may not agree. 


Secondly, in order to protect our constitutional position, we asked that 
the legislation provide that we should be able, at any future time, to leave the 
Canada Pension Plan and to be placed in precisely the same financial position 


This suggestion was accepted and Bill C-136 allows such opting out with trans- 
fer of assets upon at least two years’ notice, and on condition that the province 
assume all obligations to persons who have contributed in the province. 
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Thirdly, when it was first decided that the plan should be partially funded, 
only 50 per cent of the funds generated as security for future payments out of 
the fund were to be placed under the control of the province in which the funds 
originated. I suggested that this be increased to 90 per cent. To our satisfaction, 
the provisions of Bill C-136 provide that virtually the whole of the funds: 
generated under the plan will be made available for the use of the provinces, 
in proportion to the amounts contributed in each province. 

Fourthly, we maintained from the beginning that the plan should provide 
benefits for surviving dependents and disabled persons. This, too, has been 
provided for in the Bill following agreement on a constitutional amendment 
which was necessary to make this possible. 

Thus, it is obvious that some of the major objections which we had in 
principle to the original legislation have been met by the Government of Can- 
ada. Their concurrence in our requests in these areas has been of great im- 
portance in assisting us to reach the decision that we must make and to which 
I have referred in the earlier part of this statement, namely: the decision as to 
whether the Province of Ontario should operate its own pension scheme or par- 
ticipate in the Canada Pension Plan. 

The first duty and responsibility of the Government of this Province 
is, of course, to look after the interests of our own people. This is our 
primary objective. On the other hand, our position with respect to the whole 
of Canada and its people is one of which we are proud and which we have 
traditionally maintained. Thus, the decisions we make must be made in the 
broad context of what is best for the Canadian nation, as well as for the 
Province of Ontario. 

In this context, I have come to the conclusion that bearing in mind the 
safeguards which have been put in the legislation, it would be in the best 
interests of the people of Ontario and in the best interests of Canada that we 
in Ontario accept the Canada Pension Plan in principle and bend every effort 
to make this plan truly national in scope for the benefit of all the citizens of 
Canada. 

In coming to this decision, I am well aware that the Government of Quebec 
has indicated that it intends to administer its own pension plan, which will 
be comparable to the Canada Pension Plan and, it is hoped, will not seriously 
impair inter-provincial portability. This decision by the Province of Quebec is 
based on the determination of its government to administer its own social 
welfare legislation. While I can sympathize with this decision, I nevertheless 
do not despair that in the future the Government of Quebec may see fit to 
enter into the national plan, which will be so similar to its own. If this could 
come to pass, we would achieve our ultimate goal of a truly national pension 
plan that would go far toward setting the pattern for future, nation-wide, 
social welfare legislation. 

Agreement in principle, however, does not preclude our right to offer 
constructive criticism or take issue with certain aspects of the proposed federal 
legislation. We believe that the present federal plan can be improved in several 
important areas. In one form or another, these suggestions have already been 
placed before the officials of the Federal Government during the formulation 
of the plan. In order that we may once again place our point of view in regard 
to these matters before that government in detail and as forcibly as possible, 
in the hope that further modifications to produce a better plan will be under- 
taken, it is our intention to present a Brief dealing with these points to the 
Special Joint Committee of the Senate and House of Commons, which is now 
receiving submissions in Ottawa. Since some aspects of the discussions contained 
in the Brief are highly technical, I shall not read it at this time but shall 
arrange to have copies distributed to all Members of the Legislature. 

21763—8 
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Our most serious criticism of the plan is that it makes no provision for the 
needs of those of our people who are now on retirement and those who will 
retire during the next ten to fifteen years, who, for one reason or another, such 
as sickness or unemployment, are unable to contribute to the plan. 

Nearly one million Canadians are now receiving Old Age Security benefits, 
all of whom are excluded from the Canada Pension Plan. It is estimated that 
out of 1,481,000 persons in Canada aged 65 and over in the year 1965, only 
131,000 will ever receive any benefit from the Canada Pension Plan and that 
the benefit for the small group that receive anything will average only $33 per 
month. The evidence is convincing that these people will be no less in need 
than those who retire in future years and who will qualify for Canada Pension 
Plan benefits of much greater amount. The inequity of the exclusion of those 
now retired will be most marked eleven years from now when some of those 
retiring with ten years’ contributions under the Canada Pension Plan will be 
receiving maximum benefits, while their neighbours who retired in 1965 will 
receive nothing beyond the flat rate Old Age Security pension. In the Brief, 
suggestions are made as to how these shortcomings may be overcome. 

In reaching the decision that Ontario should accept the Canada Pension 
Plan in principle, we have kept uppermost in our minds the primary interests 
of the people of this province and we are satisfied that these will be adequately 
protected by the safeguards which, as a result of our earlier submissions, are 
contained in the Bill. With our interests protected, it is possible for us to join 
with the Government of Canada and with our sister provinces, with the excep- 
tion of Quebec, in promoting what is at least substantially a national pension 
plan. As a result, we shall achieve uniformity of contributions and benefits, and 
portability from coast to coast, which has been our aim since the beginning of 
our studies in the field of pensions. 

I hope that the proposals which we shall make to the Joint Committee and 
which will ultimately be placed before the Government of Canada, will be 
given due consideration in order that we may achieve the best possible pension 
plan for the people of Canada. 
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APPENDIX A40 


ANSWER TO QUESTIONS RAISED BY MR. BASFORD 
AND MR. CANTELON ON JANUARY 21, 1965 


Question 


What will be the effect on the rate of pension otherwise payable, to say 
teachers and firemen, of the extension of education beyond age 18 or retirement 
from the labour market prior to age 65? ~ 


Answer 


The following table indicates the effect, on the pension otherwise payable, 
of selected periods of zero earnings assuming either a level wage throughout. 
and no escalation by the wage index or a wage which is a constant percentage: 
of the earnings ceiling and assuming that the contributor has no earnings after 
retirement, i.e. after the higher age shown on each line below: 


RETIREMENT BENEFITS BASED ON SELECTED CONTRIBUTORY PERIODS 


Age Contributions Years of Pension Payable at 

in madefrom Permissible Zero Age 65 as Percent 
1966 Age to Age Drop-out Earnings of Full Pension 

(Years) (Years) 

18 18-62 4.7 3 100.0 

18 20-62 4.7 5 99.4 

18 23-62 4.7 8 92.3 

18 - 18-60 4.7 5 99.4 

18 20-60 4.7 7 94.7 

18 23-60 4.7 10 87.6 

35 35-62 3.0 3 100.0 

35 35-60 3.0 5 92.6 

35 35-55 3.0 10 74.1 

45 45-62 2.0 3 94.4 

45 45-60 2.0 5 83.3 

45 45-55 2.0 10 55.6 

55 55-62 Nila) 3 70.0 

55 55-60 Nil(a)} 5 50.0 


(a) Transitional period. 
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ESTIMATED VALUES OF CANADA PENSION PLAN BENEFITS 
: TO A MAN AGED 40 IN 1966 
Request 


During the morning session of the Committee on December 1, 1964, Mr. 


Knowles asked for an estimate of “the actuarial or insurance value of the 
protection afforded, say, to a 40 year old person”’. 


Estimates 


The values shown in the schedule below may be considered to be appli- 
cable to a man aged 40 on J anuary 1, 1966, who contributed under the Canada 
Pension Plan at any time during his subsequent working lifetime. Actually, 
the values are average values attributable to all males aged 353 to 441 on 
January 1, 1966, in Canada excluding Quebec, who would eventually qualify 
for benefits under the Plan. 

In general, the values were determined in accordance with the assump- 
tions used for the estimated described in the actuarial report dated November 


The values in the schedule designated as A were based on benefits de- 
termined in accordance with the assumptions that the Pension Index would 


: 
. 
: 


after and average earnings would increase at an annual rate: of 47. The 
values designated as B were based on benefits determined in accordance with 
the assumptions that the Pension Index would increase from 1967 onwards 
at an annual rate of 14% and average earnings would increase at an annual 
rate of 3%. The rate of interest assumed for discounting amounts of benefits 
payable in future years back to 1966 was 5% per annum to 1975 and 4% 
per annum thereafter. 


ESTIMATED AVERAGE VALUES, AS AT JANUARY 1, 1966, OF 
CANADA PENSION PLAN BENEFITS TO A MAN AGED 40 


Type of Benefit A B 
Age Hetirement pension |... 2.50.0 oo. $ 5,143 $ 4,145 
Rolsaplithy wMensIOns WU LioN bee Ml Be 444 413 
ESN IES F510 oe a) ee RE ed I TN 2,716 2,193 
PUbbanen Dense yc ee. Ly aye ey. 195 190 
PY mr ION ORE pst Uh ge Su) oe Sg INE 270 225 

ELT lg Wiens eh te gee We Mae alt | at $ 8,768 $ 7,166 


Department of Insurance, 
Ottawa, 
January 29, 1965. 
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ESTIMATED COSTS OF ONTARIO PROPOSAL 


A pension of $100 a month paid to all persons 70 and over in 1970 would 
cost $1,257.6 million. 


A pension of $100 a month paid to all persons 65 to 69 in 1970 would 
cost $688.8 million. 


A pension of $100 a month paid to all retired persons 65 to 69 in 1970 
would cost $511.2 million. 


Total cost of Ontario proposal, without retirement test, $1,946.4 million; 
with retirement test, $1,768.8 million. 


Present OAS benefits in 1970 will cost $974.5 million. 
Proposed OAS benefits (Bill C-136) will cost $1,306.1 million. 


Extra cost of Ontario proposals over present OAS benefits, without retire- 
ment test, $971.9 million; with retirement test, $794.3 million. 


Extra cost of Ontario proposals over proposed Bill C-136 benefits, with- 
out retirement test, $640.3 million; with retirement test, $462.7 million. 


Savings to Federal Government re, CPP retirement pensions, $30.3 million; 
OAA payments, $47.7 million. 


Total: $78.0 million. 


Net cost of Ontario proposals over Bill C-136 benefits, without retirement 
test, $562.3 million; with retirement test, $384.7 million. 
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STATEMENT BY THE HON OURABLE JOHN ROBARTS, 
PRIME MINISTER OF ONTARIO, 


at the 
FEDERAL-PROVINCIAL CONFERENCE ON PENSION PLANS 
Ottawa, September 9th-10th, 1963. 


At the outset may I make it crystal clear that Ontario will co-operate 
with the Federal Government to the fullest extent in initiating and imple- 


Operate a pension plan—even one such as proposed by the Federal Govern- 
ment—but we recognize that a pension plan that is nationwide has advantages. 
The extensive studies leading to the enactment of The Ontario Pension Benefits 
Act, 1962-63, have always emphasized the desirability of a plan national in 


This is not new policy but one which has been enunciated from the very 
commencement of the Ontario studies. My predecessor, in 1960 underscore the 
desirability of a plan on a national scale when he said: 


“There are serious disadvantages in a province proceeding unilaterally 
to establish a plan of its Own.” 
In 1961 he stressed that such a plan should be developed 
“in unison with other provinces or the Government of Canada” 
and that provisions for amending the Constitution should be worked out 
to permit Federal participation and action. 
I have taken the same position. 


On April 6, 1962, on introducing in the Ontario Legislature the first draft 
of The Pension Benefits Act, the Assembly was informed by me that: 
“I indicated to the Prime Minister of Canada that Ontario would not 
object to a constitutional amendment to achieve a contributory wage- 
related plan with survivors’ benefits.” 


ness, but Ontario’s desire, to co-operate fully with the Dominion Government. 
Last May I said that: 


“we would be glad to sit down with the Federal Government officials 
at any time and the sooner the better.” 


Again, on July 26th lastvat—the Federal-Provincial Conference I em- 
phasized that this was our position. At that time I indicated that I was in 
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complete agreement with and endorsed, the starting point being a $75.00 basic 
pension. Moreover, I stated clearly and beyond any question of doubt, and 
I now reaffirm, that Ontario would co-operate by immediately making the 
necessary provincial contribution so that all segments of our present system, 
including Old Age Pensions, Old Age Assistance, Disability Allowances, Blind, 
and other pensions, would be raised to $75.00. This can be done at once, and 
should be done with the least possible delay. On all other features we will 
give wholehearted and complete co-operation aimed at making available to 
the people of Canada and Ontario the very best contributory plan in effect 
anywhere in the world. 

What is now termed “The Ontario Plan’—the plan embodied in The 
Pension Benefits Act, 1962-1963—arose out of most meticulous studies that 
commenced in 1960. In addition to these studies, public hearings were held, 
briefs were submitted by labour unions, employers, insurance companies, in- 
dividuals, actuaries and other elements in our Province and given careful 
consideration. The plan itself was introduced in the form of two draft acts 
in 1961 and 1962 and, after a further year’s consideration, in the spring of 
1963, the plan was enacted into law with the unanimous approval of the 
Ontario Legislature, including that of the leaders and members of all parties, 
The Ontario plan, which was the first of its kind in Canada, not only obtained 
the approval of the Legislature just four months ago but has received wide- 
spread support and approval from all parts of the Province. 

In giving this recital of facts I by no means wish to imply that we have 
counted our pension plan as the last word, or that it should be confined only 
to Ontario. We have always emphasized the desirability of a pension plan 
involving federal-provincial co-operation national in its scope and coverage. | 
I would add that the intensive studies instituted by the Province in 1960 
under the guidance of the Ontario Portable Pensions Committee produced 
information which had never before been available. These studies also disclosed 
problems which in fact had not previously been contemplated. It may be that 
knowledge of the problems which were disclosed and which I believe were 
successfully surmounted in the Ontario legislation would be of assistance in 
the development of a plan sponsored at the Federal level. I shall describe briefly 
some cf these problems, but before doing so may I first say that all of the 
information assembled by the Ontario Portable Pensions Committee is freely 
offered to the Federal Government together with the co-operation of the 
very able committee which conducted this enquiry. 

Previous to 1960, little information was available concerning the nature 
and extent of pension plans already operating in Ontario. The studies to which 
I refer revealed that there are over 5,000 pension plans, affecting close to one 
million Ontario employees in Ontario today. These pension plans vary greatly 
In many cases they are the outcome of employer-employee negotiations and, 
therefore, have the sanctity of contract. Very early in these studies it therefore 
became apparent that the solution of the problem was not as simple as merely 
enacting legislation providing for universal pensions within the Province; it 
was complicated by the necessity of integrating such legislation with the plans 
already in operation and affecting the vested and important rights of several 
hundred thousand Ontario employees. 

A few of the outstanding problems involved are set out in the following. 
Others will emerge from a study of the proceedings of the Ontario Committee’s 
deliberations. 

1. As a large number of the plans at present in operation are the result 
of employer-union negotiations, the greatest care had to be taken in preparing 
the Ontario legislation so that it would not violate, but rather preserve, the 
sanctity of these contracts. It follows that there must be some means of in- 
tegrating a basic Ontario or Federal plan with existing pension agreements. 
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2. Many of the 5,000 or more plans in existence in Ontario today have 
benefits far in excess of the minimum provisions of the Ontario plan or of the 
benefits provided under the new proposed Federal plan. We thought nothing 
should be done which would destroy or imperil the benefits available under the 
multitude of existing plans. The Ontario legislation was drafted to avoid this 
danger, and any Federal plan should do the same. 

3. One of the most fundamental problems was that of avoiding double 
contributions. The over 9,000 Ontario plans vary greatly with respect to terms 
of payment, levels of benefit and rates of contribution. A few plans are em- 
ployee-supported, others entirely supported by the employer. A common rate of 
contribution is 5 per cent of salary by the employee and a like contribution 
by the employer. Taking this as an example, it was considered unwise to im- 
pose a further 2 per cent to support the minimum pension under the Ontario 
plan. Thus the legislation was drafted to enable the two plans to be integrated. 

It was the complexity of this problem which led to provisions in the On- 
tario act to guard against this double impost. I should point out that this same 
problem exists in connection with the proposed Federal plan. The proposed 
Federal plan calls for an initial contribution of 2 per cent but it is contemplated 
that this rate will rise to at least 5 per cent within the foreseeable future. The 
experience of the United States is a case in point. The Old Age Security plan 
in the United States which provides much lower benefits than the proposed 
Federal plan commenced with a payroll levy of 2 per cent. It now requires a 
rate of 74 per cent and this is scheduled to rise to 94 per cent by 1968. I think 
it would be expected of me as Premier of the Province to ask for the fullest of 
protection for the hundreds of thousands of Ontario employees and their em- 
ployers who can be very vitally affected by a double impost which is avoidable 
if care is taken in drafting the plan. 

4. In formulating the Ontario pension plan, great care was taken to ensure 
that it would not inhibit the growth in savings and capital for investment and 
the development of the economy. It was felt that, at this time when Canada 
is in such great need of investment capital, everything that reasonably could 
be done should be done to enhance Savings and make additional capital available 
for continuing industrial growth. This was one of the basic considerations 
underlying the decision to have a funded plan. 

.. A fifth consideration was to devise a plan under which benefits would 
be related to contributions. Under our existing Federal and Federal-Provincial 
flat pension system—which in many ways is a very good system—everyone 
receives the same pension, irrespective of income, the number of years 
worked, or of tax contributions to the pension fund. We concluded that any 
second deck or supplementary pension provided over and above this basic 
flat pension should closely relate benefits to contributions. It seemed to us 
to be inequitable to establish a plan in the supplementary pension area that 
would provide the same pension for a person who had worked and contributed 
to the plan for thirty, forty or fifty years as that which would be payable 
to a person who had worked and contributed to it for only ten years. We 
sought to achieve maximum equity under our plan by actuarially relating pen- 
sions to contributions. 

To the above five considerations others could be added. As I say, however, 
I shall make available to this conference and to its technical advisers rep- 
resenting the Federal Government and other provinces, all of the informa- 
tion upon which the Ontario Portable Pensions Committee made its recom- 
mendations and, as well, the personnel of that Committee and of our Pension 
Commission who, I am assured, will be only too glad to assist as required. 

While the Ontario plan and the Federal proposals deal with the same — 
subject, they need not be in conflict but, in fact, could be made complementary 


ee ee 
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and compatible. With understanding and goodwill which we pledge, and 
which we have exercised throughout the whole matter, I am confident that 
a plan can be developed that embodies the best features of both plans and, 
while affording protection to employees and employers, will at the same time 
give to the people of Canada a plan of outstanding merit. : 

I do not come to this conference to magnify difficulties, but rather to 
find ways and means to give to our people the very best contributory plan 
which can be devised. I have already indicated that I would approve in 
principle a pension system operated by the Federal Government, and I am 
prepared to recommend the amendment of the Ontario plan to conform with 
such an agreed national system, subject to the protection of Ontario workers 
from double imposts. In other words there should be ample time and provision 
for integrating the new plan with existing employee-employer pension plans 
and contracts. 

I am approaching this conference with the object of making progress. 
However, with the experience I have had with the Ontario plan, I can quite 
understand that there will be matters that require to be negotiated and 
settled. We are dealing with a problem of crucial importance to employees and 
employers and indeed to all Canadians. I am sure that if we approach this 
problem as Canadians anxious to understand the viewpoints and problems of 
one another, and anxious to find their solutions, we can agree upon a plan 
which will be a credit to ourselves and the Governments we represent and 
withal make a vital contribution to the progress and development of Canada. 
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ONTARIO 
PRIME MINISTER AND PRESIDENT OF THE COUNCIL 


Toronto, Ontario, February 13, 1964. 


Dear Mr. Pearson: 


I thank you for your letter of January 11th and for the memorandum out- 
lining revised proposals for the Canada Pension Plan. This has been studied 
carefully and I am pleased to offer my comments on the proposal as it now 
stands. 

The matter of pensions has been the subject of discussion at three federal- 
provincial conferences held in J uly, September and November of last year. Un- 
doubtedly good progress has been made during this period towards a better 
understanding of the issues by all concerned. The Government of Ontario ap- 
preciates the willingness of the Federal Government to consider revising its 
proposals and to enter into further discussions on them. For our part, we have | 
announced a delay in implementing the part of The Pension Benefits Act which 
requires the compulsory establishment of pension plans for groups of 15 or | 
more employees. This action will avoid a possible conflict with the federal pen- d 
sion plan and allow time for it to be adequately discussed and considered. 

While appreciating the willingness of the Government of Canada to enter- 
tain changes, the Government of Ontario regrets that they fall far short of 
what we had hoped. While changes have been made, they are little in accord 
with the representations that we have made. One of our main concerns through- 
out has been the impact of the Canada Pension Plan on existing private pension 
plans in this province and the adverse effect on the formation of investment 
capital upon which the growth of our economy so greatly depends. The changes 
made in the Canada Pension Plan since the last conference do not set at rest 
our anxiety on these matters. 

Your memorandum mentions that one of the features regarded by the 
Government of Canada as essential is that any disturbance to private pension 
plans should be kept to the practicable minimum. We are fully in accord with 
this principle. We recognize, of course, that some disturbance to private plans is 
unavoidable when major social welfare measures are being considered. How- 
ever, we are convinced that the Canada Pension Plan will cause major disturb- 
ance to existing pension plans, and in your proposals no suggestions are made 
as to how the plans are to be integrated. 

The extreme difficulty of integrating a plan such as the Public Service 
Superannuation Act of Canada or the Teacher’s Superannuation Fund of On- 
tario, or the Public Service Superannuation Fund of Ontario with the Canada 
Pension Plan is apparent, and the information that the Government undertook 
to provide on how this would be done has not yet been forthcoming. These and 
other difficulties centre round three features of the Canada Pension Plan, namely, 
the short maturity period before maximum benefits are paid, the large sub- — 
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sidies to those retiring in the early years, and the automatic adjustment of pen- 
sions according to an earnings index. 

Many of the difficulties would be ameliorated if there were a closer relation 
between contributions and benefits as we have suggested on previous occasions. 
Since the flat Old Age Security system is a welfare plan which quite properly 
subsidizes the poor and needy, it is appropriate that any additional pension plan 
should be based on a closer regard for individual equity. The revised plan has 
not succeeded in eliminating many gross inequities during the transition years, 
which could be reduced by extending the period during which the plan reaches 
maturity. 

Moreover, the adjustment of benefits (but not of contributions) according 
to an index number of average earnings raises serious implications which re- 
quire further study. The question arises whether if indexing is right for the 
graduated benefit is it not even more appropriate for the flat universal Old Age 
Security Benefit? In addition it is evident that such an upgrading of benefits 
under the Canada Pension Plan favours those who need it least because they 
have the best earnings records, these being precisely the people who have al- 
ready received the largest subsidies from the plan. 

Under the new proposals there appears to be no closer relation between 
benefits and contributions than there was in previous versions. Our proposals 
would have gone a long way in this desirable direction. To concentrate all 
extra benefits on persons with earned incomes while everyone now aged 70 or 
over is limited to a pension of $75 a month is plainly inequitable and will surely 
lead to pressures for pension increases, involving a further rise in the Old Age 
Security rates of taxation. 

Under the new proposals a very substantial fund will be built up in the | 
early years of the plan amounting to over 2% billion dollars at the end of ten 
years and still rising rapidly. We are not opposed to partial funding. The fund 
clearly represents more than a working contingency reserve and yet falls far 
short of full funding in the conventional sense. There should be an established 
yardstick that will enable the actual progress of the fund to be compared from 
time to time with what has been budgeted. For instance, your memorandum 
proposes scheduled contribution increases that may be deferred under certain 
circumstances. How big should the fund be to justify such a deferment? 

In view of the great magnitude of the reserve fund, and the fact that it 
is built up from premiums collected in Ontario from our industries and our 
employees, the investment of half in federal securities is grossly excessive. We 
therefore suggest that 90% of the reserves should be made available to the par- 
ticipating provinces to be invested in their obligations or in such other manner 
as they may designate. The Federal Government would still have a reserve 
fund in federal securities at the end of 10 years of the same magnitude as in 
the July proposal. 

Among the matters that deserve very careful investigation is the new pro- 
posal to adopt a retirement test for the graduated benefits, while the Old Age 
Security payments may be paid from age 65 to 70 on a reduced basis at the 
sole option of the individual. The operation of an earnings test constitutes an 
additional administrative task of formidable dimensions. 

The Province of Ontario is strongly in favour of retired employees and 
other old people receiving the most generous pensions possible. Indeed pensions 
in this province are in fact higher in amount and more widespread than in 
other parts of Canada. We have devoted time, energy and money to studies of 
ways of improving pensions, including portability of pensions for those who 
change their jobs. We are, however, concerned that a pension system may be 
brought in before the problems have been fully investigated, since the system 
apparently involves substantial inequities and great administrative complexities. 
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We note that the Federal Government has decided for the time being not © 


\ to proceed with the plan to extend benefits to survivors and dependents. We 
regret this since the existing provision for these people is clearly inadequate © 
and we remain ready to agree to any constitutional amendment that may be 
required to permit legislation in this area. . 

We offer these comments in a spirit of co-operation and have agreed to 


cost can be deferred into the distant future and contributions are relatively 


Yours very truly, 


(Sgd.) JOHN P. ROBARTS. 


The Right Honourable Lester B. Pearson, P.C., 
Prime Minister of Canada, 

House of Commons, 

Ottawa, Canada. 
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DEPARTMENT OF NATIONAL REVENUE—TAXATION DIVISION 
CANADA PENSION PLAN 


Application For Refund Under the Canada Pension Plan 


To be completed by— 
e A person who paid Canada Pension Plan Contributions while employed 
in any province except Quebec during a year. 
e A person who paid contributions to the Canada Pension Plan and Quebec 


Pension Plan and was resident in a province other than Quebec on the 
last day of the year. 


NOTE: This form is NOT to be used by persons who were in receipt of self- 
employed earnings during the year. 


Total Wages Per Contributions Per 
Employer’s Name T4 and TP4 Slips T4 and TP4 Slips 
7 Sic eerie eae Bury ah Nigh Nae 
Gop hnouied seth, Seis wh elas 
Ra el Aa ot a Ge cent Seay 
SRE oe es Sia Gh enue 
Wotals eh oie ea eels Sid a Ht ae 
Less: 
Basic Exemption $ 600.00 
Wages Subjected to Contribution 
(Maximum $4,400) $ rat ae 
Required Contribution of 1.8% of 
amount opposite “A” above $ 


Your refund is the amount of Contributions per 
T4 slips in excess of the required contribution $ 


Special instructions would be available to contributors to assist them in prepar- 
ing the return if, during the year, they reached 18 or 70 years of age or died, 
etc. 
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CALCULATION OF SELF-EMPLOYED CONTRIBUTION 
For Uss sy Inprvipvats: 


@ Resident in Canada other than residents in the Province of Quebee on 
December 31, 1966, whose contributory self-employed earnings for the year 
are $800 or more or whose combined contributory salary and wages and 
self-employed earnings for the year are $800 or more. 


@Who elect to make additional Canada Pension Plan contribution on salary 
and wages for the year which were subject to over-exemption and the total 
of salary and wages amount to $800 or more. 


Self-Employed Earnings for the areal tir! s Seta Bini CERCA CL. eae ee. Cie eee ee Teme te ds VED 5 Meat nol 


COMPLETE THIS AREA IF YOU RECEIVED EMPLOYMENT 
INCOME DURING THE YEAR 


Total Salary and Wages per T4 Slips 


Less: a Senn subjected to Contribution per T4 and TP4 
ips 


*Insert this balance in the outer column if it is $600 or less. If itis more than 


$600 insert $600 unless you elect to contribute on the excess and, if you*do 
so elect, insert the full amount. 


Deduct: Basic Exemption for the CAP eto POE Re lee Met eee ay aU Fea $ 
Amount of Earnings upon which a Contribution may be Payable....AMOUNT “B” g 
Maximum Contributory Barnes 1onthe Year). 6) | cy ac Were) es eee $ 4,400.00 
Deduct: Salary and Wages subjected to Contribution ao A abovelc..c a yet $ 


AMG) GENE? 3G?! 1g oe oe 
Amount Subject to Contribution. Enter Lesser of Amount ‘“‘B”’ or Amount ‘Cv to6-$ 


Contribution Payable 3.6% of Amount Subject to Contribution 


REFUND APPLICATION 


If Amount ‘‘B”’ or Amount ““C’’ is a minus quantity and you have madea contribution 
as an employee, you may claim a refund calculated as follows: 


co CALCULATION OF REFUND—IF APPLICABLE 
*Total of Self-Employed Earnings 
Total Salary and Wages 
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Balance Refundable $ 


*This amount is not to be inserted unless the combined salary and wages and self-employed 
earnings amount to $800 or more. 


Special instructions would be available to contributors to assist them in preparing the return if, 
during the year, they reached 18 or 70 years of age or died, ete. 
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THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
| THE HOUSE OF COMMONS CONSIDERING BILL C-136, 
| THE CANADA PENSION PLAN fie 
| ? by 
THE CANADIAN TEACHERS’ FEDERATION _ 
AND ITS AFFILIATES 


| Dela February 1, 1965 
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ORGANIZATIONS AFFILIATED WITH THE CANADIAN TEACHERS’ 


FEDERATION 


Newfoundland Teachers’ Association 

Prince Edward Island Teachers’ Federation 

Nova Scotia Teachers Union 

New Brunswick Teachers’ Association 

Provincial Association of Protestant Teachers of Quebec 
Provincial Association of Catholic Teachers (Quebec) 


Ontario Teachers’ Federation 
Ontario Secondary School Teachers’ Federation 
Federation of Women Teachers’ Associations of Ontario 
Ontario Public School Men Teachers’ Federation 
Ontario English Catholic Teachers’ Association 
Association des Enseignants franco-ontariens 


Manitoba Teacher’s Society 
Saskatchewan Teachers’ Federation 
Alberta Teachers’ Association 

British Columbia Teachers’ Federation 


Northwest Territories Teachers’ Association 


This Submission includes: 


1. AN INTRODUCTORY STATEMENT BY THE CANADIAN 
TEACHERS’ FEDERATION 


2. A JOINT BRIEF BY THE TEACHERS’ ORGANIZATIONS 
IN THE ATLANTIC REGION 


3. A BRIEF BY THE ONTARIO TEACHERS’ FEDERATION 


4. A JOINT BRIEF BY THE TEACHERS’ ORGANIZATIONS 
IN THE WESTERN REGION 
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AN INTRODUCTORY STATEMENT 
THE CANADIAN TEACHER’S FEDERATION 


The Canadian Teachers’ Federation is the national voice of its twelve 
autonomous affiliates. The total number of teachers thus represented is over 
140,000—virtually all of the elementary and secondary teachers in the ten 
provinces and the Northwest Territories with the sole exception of the French 
Catholic teachers in Quebec. 


CTF affiliates are strongly represented on the bodies which administer 
and advise on the pensions of their membership. In order for their representa- 
tion to be effective, it has been necessary for our organizations to study con- 
tinuously the adequacy of our various pension plans and to keep abreast of 
developments in the field of pensions generally. It is our sincere hope in making 
these submissions that the experience we have thus gained will enable us to 
make a positive contribution to the work of the Joint Committee. 


By way of background, it may be useful to note that, although provincial 
pension plans for teachers have certain similarities, there are also marked 
differences. Generally speaking, the plans are of a compulsory joint-contributory 
type with the teacher contributing a predetermined percentage of salary and 
the provincial government—not the employing board—making a contribution 
which varies from province to province. No single principle is followed in 
determining the amount of retirement allowance, but it is generally based on 
some combination of service, salary and contributions. The predominant ages — 
of retirement without penalty are within range of 60 and 65. Amendments to 
these plans have customarily been made only after full consultation with 
the teachers’ organizations concerned. Through their representation on the 
bodies administering their plans, teachers have an effective direct voice in the 
management and control of their retirement funds, as well as in the considera- 
tion of any changes. 


In late December, the Joint Committee notified CTF that it would accept 
submissions only from the national organization and regional groups of our 
affiliates, rather than from each individual organization. In the brief time avail- 
able since we were advised of this decision, briefs have been prepared by the 
organizations in the Atlantic Provinces and in the Western Provinces, and by 
the Ontario Teachers’ Federation in the Central region. The intention of Quebec 
to opt out of the national plan has been made very clear and so, although the 
Quebec affiliates were consulted by OTF, they are not co-authors of the brief 
from the Central region. 


The three regional submissions may be found in the pages following these 
introductory remarks by the Canadian Teachers’ Federation. The similarities 
and differences between our provincial pension plans for teachers are reflected 
in these briefs and illustrated in the major points they raise, which may be 
summarized as follows: 


1. All three briefs show a professional concern over the fact that the 
Canada Pension Plan, in its present form, would penalize those who seek to 
continue their education past age 18. The Atlantic and Ontario briefs recom- 
mend that years of full-time education in a recognized institution be deducted 
from the contributory period when computing the pension. (OTF adds that 
wage-earners under the age of 18 should also be expected to contribute.) The 
Western brief suggests that the situation could be improved by increasing the 
“drop-out” for those continuing their education and makes specific suggestions © 
about the amount of adjustment. 
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2. All three briefs show concern over the complications for local school 
boards which could result from the stipulations of C-136 regarding collection 
of contributions, the keeping of records and the remitting of employer and 
employee contributions. All three recommend that some arrangement be made 
for the provincial government to make the employer’s contribution on behalf of 
the school board and the Western brief suggests that, at the very least, refunds 
of excess payments should be provided for employers as well as employees. 


3. The Atlantic and Ontario organizations recommend that actuarially re- 
duced pensions be made available to those who retire before age 65. 


4. The Ontario and Western briefs show concern for teachers and others 
who work for a period of time in a foreign country. It is recommended that 
these individuals be allowed to make contributions so that such periods of 
service could be counted as pensionable employment. 


5. Certain provisions of C-136 regarding survivors’ benefits are questioned 
in the Atlantic and Western briefs. The Atlantic organizations recommend that 
survivor benefits be extended to cover all who are classed as dependents under 
the Income Tax Act. The Western organizations recommend that, on the death 
of a contributor with no dependents, all contributions be refunded to the 
estate or beneficiary. 


6. The Ontario Teachers’ Federation, having consulted spokesmen for their 
members who are in religious orders, recommend that clear provision be made 
for the inclusion of these teachers under the Canada Pension Plan. They also 
seek clarification of the status of teachers with regard to the exclusion pro- 
visions for those employed by an agent of Her Majesty in right of a province. 


7. The Ontario brief seeks clarification of the situation of teachers who 
are paid on a ten-month basis, the fear having been expressed that such indi- 
viduals might be penalized by losing two months per year in the calculation of 
benefits. 

8. The Atlantic brief specifically recommends that all interested parties 
be consulted prior to the finalizing of regulations under, or amendments to, the 
Act. It further requests that the Canadian Teachers’ Federation be represented 
on the Advisory Committee on the Canada Pension Plan, a request that would 
appear to be endorsed by the concern expressed by the other two briefs. 


From our experience with our own pension plans, teachers’ organizations 
know that a full understanding of specific points such as those referred to above 
can only be achieved through an understanding of the principles which are 
fundamental to the plan concerned. In the short time available, it has not been 
possible for us to achieve a clear understanding of some of the fundamental 
principles of the Canada Pension Plan as outlined in Bill C-136. We are anxious 
not only to gain this understanding, but also to convey it to our members in 
order that they may view the plan in its proper perspective. We would, there- 
fore, be grateful for any observations the Committee would care to make on 
the questions listed below: 


1. What factors have convinced the Government that this partially funded 
contributory plan is a better answer to our needs than the increased provisions 
under the Old Age Security Act which have been recommended in a number of 
other submissions to the Committee? 


t 
x 
2 


2. In view of the emphasis that has been placed on portability—a feature 
which all of our teachers’ organizations would heartily endorse—why have 
provinces been permitted to opt out of the plan, thus raising the possibility of 
reduced portability due to the constitutional obstacles in the way of the Federal 
Government exerting any control over the provincial plans thus evolved? 
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3. Why are the requirements for opting out restricted to comparable 
benefits, with no stipulations being made about such features as contribution 
rates, levels of basic exemption or contributory years? — 

4. Why are opted-out provinces to be permitted to have a weighted vote 
according to their population on any amendments to the Canada Pension Plan © 


-which may subsequently be proposed? 


5. Why are the provinces to be allowed in effect to veto decisions of Parlia- 
ment with regard to amendments to the Canada Pension Plan? 

6. Why is it necessary to delay proclamtion of approved amendments for 
at least two years? 

7. Why are the provisions for dispensation of information collected in the 
course of administering the Canada Pension Plan (Section 107(3)) so much 
broader than those customarily made under other taxation lgeislation? 


In closing we wish to reiterate that, in making this submission, we have 
no purpose other than improvement of the proposed national pension plan so 
that it may more appropriately serve the public interest. Naturally, we have 
some concern about our own pension plans, for even where they are to be 
integrated with the CPP it seems apparent that we could very well lose our 
direct voice in the portion of the integrated plan that is represented by the CPP. 
This voice is one that has been dearly won and jealously guarded by our profes- 
sion. We trust that after the Canada Pension Plan has become a reality, the 
Government will lend a sympathetic ear to any request from our profession for 
representation on the Advisory Committee referred to in Section 117. 

We are grateful for the opportunity that has been made for our profession 
to present its views on C-136. We sincerely hope that the observations and 
recommendations made in the course of these submissions from the Canadian 
teaching profession will receive serious consideration when, first the Committee, 
and later Parliament, re-examine the Bill with a view to a habe re before 
it is finally passed. 


Respectfully submitted, 


THE CANADIAN TEACHERS’ FEDERATION 
A. George MacIntosh, President. 
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SUBMISSION TO THE SPECIAL J OINT COMMITTEE 
OF THE SENATE AND THE HOUSE OF COMMONS 


on 
THE CANADA PENSION PLAN 
by 
THE TEACHERS’ ORGANIZATIONS IN THE ATLANTIC REGION 


The teachers’ organizations of the four Atlantic Provinces welcome the 
opportunity to present a brief to this important committee. Teachers’ organiza- 
tions have had a long history of concern for the security of their members and 
have spent much time, effort and expense on establishing and improving their 
own pension plans. Although we do not claim to be experts, we do feel that we 
are knowledgeable in pension matters. We recognize that those who have no 
contributory private pension plans need security. We further recognize that 
the provision of pensions as a form of social security for the aged is a worthy 
and worthwhile endeavour. However, we do have serious reservations about 
some aspects of the national pension plan presented in Bill C-136. 

We believe that a national pension plan should in no way jeopardize exist- 
ing pension plans. The teachers in the Atlantic Provinces have succeeded over 
a period of years in negotiating, with their respective provincial governments, 
pension plans providing benefits which on the whole compare favourably with 
those in the civil service and in larger industries. We have little need for the 
type of plan proposed. If, however, such a plan is deemed necessary for the 
welfare of other citizens, we are prepared to accept it. Nevertheless, we are 
fearful that the establishment of the Canada Pension Plan could result in a loss 
of benefits to those who have been successful in establishing and improving 
private pension plans. Consequently, we urge careful consideration of the Bill, 
since the actuarial studies supporting the Canada Pension Plan indicate that 
over the years costs will rise. This could well result in an increasing diversion 
of funds from private plans to the Canada Pension Plan. In such an event, 


‘private plans would be faced with the alternative of reducing benefits or in- 


creasing contributions. 
Certain features of C-136 have caused us a different kind of concern. As 


_ teachers we have a professional interest in the quality and effectiveness of 


public education. Some clauses in the Bill appear to discourage Canadian 
citizens from continuing their formal education beyond 18 years of age. Surely, 
this is not in the public interest. Other clauses could well weaken the delicate 
structure of school finance by putting new pressures on school board budgets. 

It is essential, then, that the four teacher organizations, representing vir- 
tually all elementary and secondary teachers in the Atlantic area, re-emphasize 
at this time that the implementation of a Canada Pension Plan must not in any 
way threaten: 

1) the welfare of Canadian education; 


2) the benefits now available to teachers under the provincial plans 
currently in operation; 


3) the voice which teachers now have in pension decisions. 


Having made these general observations, may we direct your attention 
to certain features of Bill C-136. We shall deal with five major points. 


1. Consideration for Continued Education 


First of all, we are concerned about the age at which citizens must begin 
participation in the plan; that is, eighteen. Recently the Economic Council of 
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_ Canada and numerous economists have been stressing the importance to the’ 
_ Canadian economy of increasing the level of education of Canadian citizens. Is — 
‘ it not reasonable to suggest that if our citizens are to become better educated | 
_ they must spend a longer period at university or in other forms of post- — 
secondary and advanced education? This is particularly true of teachers whose - 
preparation, according to the second Canadian Conference on Education, should 
include a minimum of four years of academic and one year of professional 
training beyond the secondary level. It would appear that the Canada Pen- 
sion Plan is designed to offer security to school drop-outs and to those who 
enter the labour force immediately on graduation from secondary spetee and 
to penalize teachers and others who continue their education. 
. We therefore recommend that all years of full-time attendance at a recog- 
nized educational institution be deducted from the contributory period as 
defined in Section 49, and excluded as a factor in the determination of the 
retirement pension. This would mean that for any such individual the contribu- 
tory period would be shorter than stipulated under Section 11, but that 
the 10 per cent drop-out stipulated under Section 48(3)(a) would still be 
applicable within this shorter period. 


2. Retirement Before 65 


Teachers’ pension plans now in effect in the Atlantic Provinces permit 
a teacher to retire on a full-service pension at age 60 and, in some cases, even 
earlier. We understand that there are similar pension provisions in other occu- 
pations. We believe that the Canada Pension Plan should in no way discourage 
these persons from taking advantage of this opportunity for earlier retirement. 
We also believe it should be possible for these persons to elect to take an 
actuarially reduced pension under the Canada Pension Plan at the same time 
as they retire on a service pension under their provincial or private plan. 

We therefore recommend that an additional category be provided in Sec-. 
tion 44(1) of C-136 to enable persons to retire before age 65 with an ache 
actuarial equivalent. 


3. Dependents’ Benefits 


Existing teachers’ pension plans and a number of other private plans now 
provide benefits to a broad range of dependents of contributors or of pensioners 
who die. The exemption clauses of the Income Tax Act also recognize that many 
kinds of dependents must be provided for. We believe that C-136, in limiting 
its survivors’ benefits to orphans, is unnecessarily restrictive. In many families 
there are dependents such as the mentally or physically infirm, and the nen- 
educable. 

We therefore recommend that Section 44(1)(f) and related sections be 
amended so that survivor benefits will cover all dependents as defined under 
the Income Tax Act. 


4, Provincial Payments on Behalf of School Boards 


The 1963-64 DBS Report on Salaries and Qualifications of Teachers in 
Public and Elementary Schools gives the total number of teachers in the four 
Atlantic Provinces as 19,949. It also indicates that, of this number, 3,175 or 15 
per cent were earning salaries in excess of $5,000. Some of these teachers whose 
earnings exceed $5,000 receive their remuneration from two or more school 
boards. They may be paid by a regional board, a town board, and a municipal 
board, all at the same time. Bill C-136 would seem to require each of these 
boards to make the stipulated 1.8 per cent deduction from the teacher’s salary 
and to contribute a like amount from its own budget. 

Many of the teachers in this group earning over $5,000 also resign at 
the end of the school term in June and accept another position starting in 


1808 JOINT COMMITTEE 


September, frequently in an altogether different area of the province and under 
a new employing board. Under these circumstances, and as a result of the 
difference between the school year and the calendar year, each of these teachers 
will have more than one employer in the contributory year. Because the 
salary of the teacher is in excess of the ceiling for maximum pensionable 
earnings (initially $5,000) the deductions for both the board and the teacher 
will exceed the required payments. While the teachers may reclaim their over- 
payments, the lack of a similar provision for school boards will mean that, in 
addition to the required 1.8% contribution, a board will be contributing to the 
Canada Pension Plan additional sums which could otherwise be used to support 
and improve its educational program. | 

We submit that this injustice can be remedied by allowing the provincial 
government to make payments on behalf of school boards. 

We therefore recommend that Section 9 of C-136 be amended to enable a 
province to make payments on behalf of local employing boards or that Section 
91 be amended to include or permit a regulation allowing a province to make 
payments on behalf of local employing boards. 


2. Consultation and Representation 


It is to be expected that the enactment of national pension legislation will 
be followed from time to time by considerations of, and proposals for, changes 
in the Regulations (Section 91) and amendments to the Act (Section 115), in- 
volving revisions in existing rates of contributions, benefits, and administrative 
procedures. We believe that when any change is being considered and before | 
any regulation or amendment is finalized, the Government should give all 
interested parties an opportunity to present their views. While such a provi- 
sion cannot be written into an Act, it is hoped that the Government will adopt 
this procedure which would guarantee consultation before action. 

We also believe that the teachers of Canada through their national organi- 
zation, the Canadian Teachers’ Federation, should be represented on the Ad- 
visory Committee. Section 117 of C-136 outlines the duties of the Advisory 
Committee as follows: “to review...the adequacy of coverage and benefits 
under the Act”. We assume that the Government will include on this Committee 
representatives of organized labour and other large national bodies. The 
teachers of Canada, themselves, form a substantial group not included in any 
other national group. 

Therefore, we recommend that the Governor in Council give consideration 
to appointing a representative of the Canadian Teachers’ Federation to the 
Advisory Committee. 


| 
: 
7 
. 
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SUMMARY OF RECOMMENDATIONS 


In summary the teachers’ organizations of the four Atlantic Provinces 
recommend: 


2. That an additional category be provided in Section 44(1) of C-136 
to enable persons to retire before age 65 with an early actuarial equivalent. 


4, That Section 9 of C-136 be amended to enable the province to make 
payments on behalf of local employing school boards, or that Section 91 be © 
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5. That when any change in C-136 is being considered, and before any 
regulation or amendment is finalized, the Government Sixt all interested parties 
an opportunity to present their views. 

6. That the Governor in Council give consideration to appointing a rep- 
resentative of the Canadian Teachers’ Federation to the Advisory Committee 


on the Canada Pension Plan. 
Respectfully submitted by: 


The New Brunswick Teachers’ Association 
(Mr. E. M. Lynch, President) 


The Newfoundland Teachers’ Association 
(Rev. Bro. A. F. Brennan, President) 


The Nova Scotia Teachers Union 
(Miss Florence I. Wall, President) 


The Prince Edward Island Teachers’ Federation 
(Mr. Thomas Hall, President) 
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SUBMISSION TO THE JOINT PARLIAMENTARY COMMITTEE 
on 
THE CANADA PENSION PLAN 
by 
THE ONTARIO TEACHERS’ FEDERATION 


The Canada Pension Plan as embodied in the provisions of Bill C-136 
raises a number of difficulties and complications for Ontario teachers. Many 


Plan a more satisfactory and equitable social program for all Canadians. 


Specifically, the Federation proposes that 

(a) certain changes be made in the “dropout” provisions now contained 
in section 48 of the Bill; 

(6) the definition of “contributory period” in section 49 of the Bill be 
changed to delete any reference to age 18; 

(c) provision be made for the commencement of benefits on a reduced 
rate at an earlier age than 65; s 

(d) section 6(2) (e) be deleted or amended to make it clear that teach- 
ing members of religious orders may contribute to the Canada 
Pension Plan and receive benefits; 

(e) the intention of sections 6(2)(i) and 7(1)(e) in their effect, if 
any, upon teachers, be clarified and that some assurance be given 
that teachers employed by foreign governments under such pro- 
grams as Overseas Aid will be permitted to continue contributing 
to the Canada Pension Plan during such employment; 

(f) that certain administrative provisions of the Bill or proposed ad- 
ministrative arrangements for the collection of contributions be 
modified. 


The Federation, therefore, proposes that the “dropout” Proportion be 
increased from 10% to 15% or even 20%. This should help to remove the 
unfair hardship on many ¢ases of “partial” disability which would result 
from the 10% provision. At the same time, it would diminish the possible 
disadvantage of the present dropout provision to workers, business men and 
professional people who, frequently from necessity as much as from choice, 
forego their regular earnings for a period of further education or training. 


r 
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The Federation’s second proposal is that section 49 of the Bill be changed 
so that the contributory period of a contributor will begin on January 1, 1966 
or at the time he first makes a contribution (irrespective of his age at that 


time), whichever is later. As a corollary of this proposal, section 11(1) . 


would be amended to remove the exception made there from contributory 
salary and wages of income received before a contributor reaches age 18. 
The use of age 18 for the commencement of the contributory period for 
future contributors seems somewhat arbitrary, and definitely works to the 
disadvantage of those who delay their entry into the labour force in order to 
complete or improve their education and/or professional qualifications. Again, 
with the increasing importance of education to the country’s welfare and the 
increasing value to the country of a well-educated citizenry, it would be un- 
fortunate if any provision of the Canada Pension Plan operated to discourage 
individuals from obtaining all the education and vocational training they could 
profitably absorb. On the other hand, there seems no logical reason to exclude 
ig participation in the plan those who do enter the labour force before age 

An even more direct way to overcome the disincentive to forego earnings 
for further education would be to provide in the act that anyone “in full-time 
attendance at a school or university as defined by regulation” (to borrow 
a definition from section 43 of Bill C-136) be permitted to add such period 
of attendance to the “dropout” period provided in section 48(3). This would 
be helpful for both the initial period of education where it extends beyond 
the beginning of the contributory period (however defined) and in those cases 
where a contributor returns to school or university later in life for further 
education. 3 

The Federation’s third proposal is to make retirement benefits available 
in a reduced amount at an earlier age than 65. Such benefits would still be 
subject to the retirement test up to age 70 and could be granted to any 
contributor meeting the minimum qualifying period for a disability pension, 
as defined in section 44(2). Election of the early retirement benefit would 
disqualify the contributor for any subsequent disability benefits. The principle 
of reduced benefits on early retirement is already implicit in the proposals 
to make the flat-rate payments under the Old Age Security Act available at any 
time after age 65 but in a reduced amount if such payments begin before 
age 70. In fact, if early retirement benefits were to be permitted under the 
earnings-related Canada Pension Plan after, say age 60 or age 62 (as in the 
United States Social Security program) a logical corollary would be to pay 
Old Age Security payments, at the contributor’s option, from the same age 
on the basis of reductions from the $51 per month available at age 65. 

The reason for making early retirement benefits available before age 65 is 
that for a substantial number of contributors, retirement will come in the 
normal course of events not at 65 but at some earlier age. Many teachers are 
already subiect to compulsory retirement by local school boards at ages earlier 
than 65. Quite conceivably, the proportion of contributors in this position 
will grow in future as the impact of automation on retirement practices in- 
creases. Ideally, full retirement benefits should be made available under such 
circumstances, but because of the heavy cost of reducing the “normal” retire- 
ment age under the Canada Pension Plan and because age 65 is still at present 
probably the commonest “normal” retirement age, the much less costly proposal 
of early retirement benefits at a reduced rate is all that is practicable. 

Fourthly, the Federation requests that section 6(2)(e) be deleted or 
amended. This provision excludes from participation in the Canada Pension 
Plan “employment of a member of a religious order who has taken a vow of 
perpetual poverty and whose remuneration is paid either directly or by him 
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to the order”. The teaching members of religious orders who are members 
of the Federation have asked that it be made clear to the joint parliamentary 
committee that they do not want to be excluded from participation in the 
Canada Pension Plan. Possibly these teaching members could be included by 
regulation under section 7(1) (g) but in any event the Federation would like 
to have some assurance that participation in the Canada Pension Plan will] 
be open to them. 


A further problem in connection with participation by teaching members of 
religious orders may result from the definition in section 11 (1) of contributory 
salary and wages. This definition refers to the Income Tax Act. Although 
income tax may not be paid by a teaching member of a religious order, he 
is a contributor to the Ontario Teachers’ Superannuation Fund. His contribution 
is based on the salary paid by a school board to him or his religious community. 
The Federation asks that provision be made for those members to contribute 
to the Canada Pension Plan. 


Fifthly, the Federation would like clarification on two questions affecting 
participation of teachers in the Canada Pension Plan. First, section 6 (2) (i) 
provides that “employment by Her Majesty in right of a province or by an 
agent of Her Majesty in right of a province” is excepted employment although 
section 7(1)(e) provides that the province may make an agreement with the 
Governor-in-Council to include such employment as pensionable employment. 
Without taking any position on the question, the Federation would like 
some clarification as to whether these sections are to be interpreted as mean- 
ing that teachers employed by local school boards may only participate in 
the Canada Pension Plan if the province in which they are employed makes ~ 
a special agreement therefor with the Governor-in-Council. The second ques- ¥ 
tion above coverage relates to teachers employed temporarily by foreign 
governments under such programs as Overseas Aid. It appears from section — 
7(2) (b) that it is intended to make regulations excepting such employment 
from pensionable employment. If this were done, the definition in section 49 | 
of “contributory period” appears to have the result that such a period of 


This penalty to participants in programs like Overseas Aid seems patently 
unfair, and the Federation, therefore, urges that arrangements be made to 
have such employment included in pensionable employment. 


seems to be designed mainly for the convenience and protection of the plan 
and its administration, notwithstanding its inconvenience and unfairness to 
contributors. While the arrangement proposed may be the only feasible one for 
contributors with volatile earnings (such as salesmen on commissions and 
construction workers) it does not seem fair to impose it on contributors in 
salaried employment. The Federation, therefore, urges that arrangements be 
made for spreading contributions across the whole year for contributors in 
salaried employment instead of concentrating them on the first earnings up to © 
the maximum amount. Also, the Federation is concerned with the possible 
effect of the “dropout” provision on teachers whose salary is paid on a ten- 
month basis. Since the dropout applies to the months of lowest earnings, it” 
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appears that such teachers would use up their entire dropout in disposing of 
the two months each year in which they have “zero” earnings. Such an inter- 
pretation is somewhat arbitrary, since a teacher might in fact be continuously 
employed by the same employer for many years and it would only be because 
that employer is required by provincial law to pay the year’s salary over ten 
months instead of twelve that the teacher would be considered as having any 
months of zero earnings. It should not be beyond the ingenuity of the legislators 
and those administering the plan to devise some means of preventing this unfair 
hardship on teachers in this position. 

Lastly, the Federation believes that the provisions of Bill C-136 for the 
collection of contributions is unduly cumbersome and complicated as it would 
operate for school boards and teachers in Ontario. Under the Ontario Teachers’ 
Superannuation Act, both employer and employee pension contributions are 
withheld by the provincial government from its grants to the school boards, 
and the amounts so withheld are then transferred to the pension fund. The 
Federation believes that if some similar arrangement could be made for contri- 
butions under the Canada Pension Plan on account of Ontario teachers, it would 
be far more satisfactory to all concerned than having the respective school 
boards make deductions and report contributions directly themselves. This 
will be even more true if amendments to the Ontario Teachers’ Superannuation 
Act are enacted calling for some form of integration of contributions with 
Canada Pension Plan contributions. However, such arrangements do not seem 
to be permissible under section 22 of Bill C-136, and the Federation, therefore, 
suggests that this section be amended to permit, by regulation, such arrange- 
ments for the remittance and reporting of contributions as may be agreed to by 
the Minister, the employers and the provincial government. 


Respectfully submitted, 


The Ontario Teachers’ Federation 


January 22, 1965 
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SUBMISSION TO THE SPECIAL JOINT COMMITTEE 
OF THE SENATE AND THE HOUSE OF COMMONS 


on 
THE CANADA PENSION PLAN 


by 
THE TEACHERS’ ORGANIZATIONS IN THE WESTERN REGION 


INTRODUCTION 


In making this submission the professional organizations of the teachers of 
the four Western Provinces of Canada recognize that Bill C-136 is intended to 
provide a comprehensive program of old age pensions and supplementary 
benefits for all the people of Canada. Consequently, our suggestions, while they 
refer to teachers and conditions under which teachers are employed, are, in our 
opinion of equal concern to many other groups of people and individuals in 
Canada. The following recommendations are put forth in a sincere belief that 
their incorporation into Bill C-136 at the time of enactment would make the 
Canada Pension Plan more equitable for all those who will contribute to 1 

1. We believe that the number of “drop-out years” allowed in Subsection 
3 of Section 48 in calculating “average monthly pensionable earnings” is too 
limited. At present, many people must take lengthy periods of training and in- 
dications are that longer periods of training for a greater percentage of the work 
force will be required in the future. Again many find they cannot continue work- 
ing to age 65 for various reasons. Furthermore, many people 35 years of age or 
over as of January 1, 1966 will find it relatively easy to qualify for maximum 
pension at age 65 by contributing for 10 to 27 years depending on present age. 
People who are 18 years of age or less will find it increasingly difficult to qualify 
for maximum pension either because of many years spent in training or because 
of many years of low salary in their early earning years. The inequity that we 
are concerned with in this paragraph could at least be partially removed by 
making it possible to deduct up to 20% of the total number of months in the 
contributory period, or at least allowing deduction of 10% of the total number 


_ of contributory months and a further deduction for a limited period of time spent 


in educational institutions when calculating “average monthly pensionable 
earnings”. If a 20% deduction is considered too great in the early years of 
operation of the plan, 10% might be allowed for those qualifying for pension 
during the first years of operation increasing to the full 20% for those who 
qualify at age 65 some 45 years hence. It seems completely wrong to be requiring 
periods of training of increasing length and at the same time to be penalizing the 
person who takes such training by reducing the pension he can anticipate under 
the Canada Pension Plan. 

2. It would appear that under Section 55 and with the commencing “year’s 
maximum pensionable earnings” set at $5,000, the corresponding maximum 
death benefit becomes $500. Almost all private and government pension plans 
now provide for a refund of all contributions upon the death of the contributor. 
It would appear that where a deceased contributor leaves no one eligible to re- 
ceive an allowance, the most that would be refundable would be $500 (some 
seven years of contributions at maximum level) and any additional contributions 
would not be returned to the beneficiary or estate of the deceased contributor. 
This seems to be in complete violation of commonly accepted practice in con- 


tributory pension plans. Furthermore it would appear that this is a loss for — 
participants that would be most difficult to avoid when integrating private or | 
government administered pension plans with the Canada Pension Plan. We | 
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j respectfully recommend that, where a contributor to the Canada Pension Plan 
dies leaving no dependant to receive an allowance, the entire amount of his 
contributions be refunded to his named beneficiary or his estate. 

3. Some concern is evident among teachers and school boards regarding 
the method of collecting and remitting Canada Pension Plan contributions. Since © 
teachers’ contracts almost always commence at July 1 or September 1 and since, 
as a consequence, a great many teachers accept employment with a new school 
board in mid year, it is likely that such teachers will pay in the calendar year 
considerably in excess of the required contributions and that school boards 
collectively will remit excess amounts annually. Bill C-136 makes provision for 
a refund to the teacher but fails to make provision for any refund to the em- 
ployer. In effect, the employee in these cases—or, in fact, the whole group of 
employees—is likely to be burdened with part or all of the penalty of overpay- 
ment by the employer, since he will probably seek to compensate for or recoup 
the greater portion of contributions made by him to the Canada Pension Plan 
by resisting justifiable increases in salaries of employees. We recommend that 
provision be made in Bill C-136 for refunds of excess contributions to employers 
as well as to employees. An alternative procedure which might be provided for, 
where teacher plans are government administered, would be to have government 
make the required employer contributions on behalf of school boards. 

4. We also have some concern regarding the clauses of Section 7. Many 
technicians and professional people accept temporary employment in foreign 
countries. Frequently, they do so under an agency or department of the Govern- 
ment of Canada or under sponsorship of some International Organization such as 
Unesco or the International Labour Organization. We would recommend that 
Section 7 be strengthened to provide that such people be given an established 
right to have such periods counted as pensionable employment, subject to 
payment of the required contributions. When it is so urgent that we use every 
possible means of improving international understanding we should take every 
possible step to see that the people who undertake goodwill assignments do not 
suffer any loss of rights as Canadian citizens. 


CONCLUSION 


While the interests of members of the teaching profession are naturally 
uppermost in our minds in making this submission, we sincerely believe that 
the recommendations we have made above would be in the best interests of 
Canadians generally. We are not seeking any special privileges for the members 
of our profession. We sincerely believe that the recommendations made herein 
would strengthen the Canada Pension Plan and make it more equitable for all. 
We trust that our suggestions will receive the careful and earnest consideration 
of the Committee, as merited by a matter as important as the Canada Pension 
Plan. 

This statement has been prepared by the Saskatchewan Teachers’ Federation 
in consultation with the teachers’ organizations of the other three Western Prov- 
inces and is respectfully submitted on behalf of: 


The Manitoba Teachers’ Society 
(Miss E. F. Redmond, President) 


The Alberta Teachers’ Association 
(Miss L. J. Scott, President) 


The British Columbia Teachers’ Federation 
(Mrs. I. A. Cull, President) 


The Saskatchewan Teachers’ Federation 
(Mr. R. A. Richert, President) 
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SUBMISSION OF THE CANADIAN CONSTRUCTION ASSOCIATION 
19) 


THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
THE HOUSE OF COMMONS CONSIDERING BILL C-136, 
THE CANADA PENSION PLAN 


December, 1964 
Construction House, 151 O’Connor St., Ottawa, Canada. 


1) Introduction 


The Canadian Construction Association welcomes the opportunity to advise 
this Committee of the two Houses of the special problems which implementa- 
tion of Bill C-136 will create for employers in Canada’s largest Single in- 
dustry—Construction. 

The Association, officially recognized for almost fifty years by the Federal 
Government as one of the four most representative employers’ organizations, 
speaks for a direct membership of over 1,000 leading firms and more than 10,000 
construction enterprises through over seventy affiliated local and regional 
construction associations. 

Our industry operates in all sections of the nation and all parts of our 
vast country. In 1964 the value of construction put in place will likely have 
reached $8.6 billion and estimates for 1965 indicate a volume well in excess 
of $9 billion. This activity provides on-site jobs for a year-round equivalent 
of about 600,000 Canadians and for an even larger number off-site. 

On-site employment conditions in our industry have often been described 
as unique by industrial relations specialists inasmuch as they are normally 
governed by the rare combination of these three factors: 

(a) Constant employee mobility from one employer to another, 

(b) Constant employee mobility between locations of work sites— 
often many miles apart, and 

(c) Traditional organization of employees on craft lines rather than on 
an industry basis. 


These circumstances thus create some unusual requirements in any pen- 
sion plan to be applied to our industry. 


2) National Portability 


The Canadian Construction Association considers it absolutely essential 
that governmental and any other contributory pension plans provide for com- 
plete country-wide portability. As already indicated, our labour force must 
be continuously mobile across all parts of Canada. Non-portable pension plans 
will inevitably restrain such worker mobility and thereby retard somewhat 
the rate of economic growth of our country so largely dependent on construc- 
tion. The Association therefore welcomes the built-in, nation-wide portability 
of pensions provided by Bill C-136. It hopes that it will be possible for this 
important feature of the plan to be retained as an essential one. 


3) Contributions 


Your Committee has already been made aware of the fact that Bill C-136 
appears to contain an inequity regarding the manner of contribution by em- 
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ployers as against employees to the plan. We refer here to the contemplated 


procedure regarding refunds. This is inequitable since it offers all employees 


an opportunity to have overpayments refunded, but fails to do so to em- 
ployers in cases concerning employees who have worked for more than one 
employer in the course of any given year. We have noted with concern that 
Section 9 of the Bill (governing amount of employer’s contribution) fails to 
parallel that of Section 3 (governing amount of employee’s contribution) in- 
asmuch as it lacks the provisions for defining “Overpayment” as given under 
Sub-section (2) of Section 8, even though Sub-section (3) of Section 39 does 
provide for refunds of overpayments to both employers and employees. 

According to the Dominion Bureau of Statistics 1961 Census, incomes of 
construction employees in many parts of Canada are now often well in excess 
of the yearly maximum pensionable earnings of $5,000—above which no fur- 
ther contributions are required by employer or employee. (See Sections 15 
to 19). As already stated, rather extreme mobility of construction employees 
between different employers in the course of any given year is a requirement 
of the industry. Under these circumstances, construction employers under 
the present provisions of Bill C-136 will encounter serious difficulties in 
knowing at what point any of their employees may have reached his year’s 
maximum pensionable earnings. Similarly, difficulties would be experienced 
regarding the basic annual exemption of $600. As a result, many employers 
in our industry will have no option but to make contributions over and above 
those envisaged and justifiable under the concept of the Plan for equal em- 
ployer and employee coniributions. 

Construction employers have a decided interest in the welfare of their 
employees and in principle fully support the concept of a national contributory 
portable pension plan. They therefore object to any plan which has the effect of 
turning their contributions into a ‘‘Tax” since this is the true effect of the 
inequitable refund procedure. 

It is understood that the Department of National Revenue will exercise its 
financial control over contributions in combination with its administration of 
the Income Tax Act. In these circumstances, we would therefore respectfully 
urge that Bill C-136 be amended on the recommendation of this Committee to 
provide for the automatic annual refunds to all employers, as well as to 
employees. To employers these refunds should be paid on a proportional basis 
when several are concerned with the same employee in any given year. Such a 
change would guarantee the concept of equal contributions on the part of both 
groups of contributors, would eliminate the need for making and processing 
refund applications and would seem to be a fair task to be assigned to a highly 
sophisticated computer system. We would further urge that the annual basic 
exemption be eliminated. 


4) Protection of existing plans 


The Canadian Construction Association gives it fullest support to freedom 
of enterprise. In consequence, it believes that in all those instances where 
employees are already covered by existing contributory portable pension plans 
offering equivalent benefits, an opportunity should be provided to offer these 
employees and employers an option between participation in a governmental 
portable contributory pension plan and the continuance of the existing plan to 
avoid the possibility of being faced with total pension contribution payments in 
excess of that required in the proposed legislation. Such an option would 
clearly be guided by which plan offered the better protection. It would, more- 
over, likely avoid many of the difficult integration problems facing existing 
plans. This point is raised because our industry already operates a few portable, 
but very sizeable contributory pension plans which should be given the choice 
to “Contract out”. This change would become feasible if the indexing features 
were eliminated and the transition period extended over 20 years. 
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Better still, perhaps, such a choice might be granted generally, as is the 
case in the United Kingdom under its plan. In this manner, truly competitive 
conditions would be created for the benefit of the general public and the max- 
imum administrative efficiency of all plans would best be assured. 


5) Benefit overlap and duplication 


Several benefits to be provided under Bill C-136 could duplicate or overlap 
similar ones already payable under existing compulsory government-operated 


report. 


6) Summary of recommendations 

It will be noted that this submission takes a decidedly positive approach 
to Bill C-136 and only deals with those aspects of the proposed plan which are 
of direct concern to construction employers. In summary, these recommendations 
are: 

(a) Retention of Canada-Wide portability feature of any contributory 
pension plans, 

(6) Provision for automatic annual refunds to both employees and 
employers of any overpayments by them, and elimination of the 
annual basic exemption, 

(c) Offer of an option to “contract out” to existing portable, contributory 
pension plans, and preferably also to all employer-employee units, 
able to obtain equivalent benefits at lesser cost. Elimination of index- 
ing features and extension of the transition period to twenty years 
to make this feasible, and 


(d) Earliest possible public clarification regarding the integration of 
certain benefits already being provided under existing compulsory 
government-operated plans such as Workmen’s Compensation Acts. 


It is sincerely hoped that these recommendations will commend themselves 
to the Committee. 


All of which is respectfully submitted, 


S. D. C. Chutter, D. H. Jupp, 
General Manager. President, 


=e 
= 


(Meetings held after adjournment of the House) 


MINUTES OF PROCEEDINGS | 


TUESDAY, February 2, 1965 
(46) 


The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan met at 10:05 o’clock a.m. this day. The Joint Chair- 
man of the Senate section, Senator Fergusson, presided. 


Members present: 

Representing the Senate: Honourable Senators Blois, Boucher, Croll, Fergus- 
son, Lefrancois, Smith (Kamloops), Smith (Queens-Shelburne), Stambaugh 
(8). 

Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
Cameron (High Park), Cantelon, Chatterton, Cété (Longueuil), Francis, Gray, 
Howe (Wellington-Huron), Knowles, Laverdiére, Lloyd, Monteith, Munro, 
Prittie (15). 

In attendance: Messrs. Wallace R. Joyce, F.S.A.; Edward Ruse, F.S.A. 


Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com- 
mittee. 


The Joint Chairman invited Mr. Joyce to make a preliminary statement 
before being questioned thereon. 


In accordance with a motion passed at a previous meeting, the brief of Mr. 
Wallace R. Joyce, F.S.A., is printed as an appendix to this day’s Minutes of 
Proceedings and Evidence (See Appendix A49). 


The Committee having completed its examination of the witness, the Joint 
Chairman thanked Mr. Joyce who retired. 


Then Mr. Edward Ruse was called, made a preliminary statement and was 
questioned thereon. 

Mr. Ruse’s brief is appended to this day’s Minutes of Proceedings and Evi- 
dence, in accordance with a motion passed at a previous meeting (See Appendix 
A50). 


The examination of the witness being completed, the Joint Chairman 
thanked Mr. Ruse and he withdrew. 


On motion of Mr. Lloyd, seconded unanimously, 

Resolved: That a vote of thanks be extended to Mr. Ruse for his contribu- 
tion. 

On motion of Mr. Monteith, seconded by Mr. Munro, 


Resolved unanimously: That the name of Mr. Aiken be substituted for that 
of Honourable Monteith on the Subcommittee on Agenda and Procedure of the 
Special Joint Committee of the Senate and of the House of Commons on the 
Canada Pension Plan. 


At 12:43 o’clock p.m. the Committee adjourned until 2:30 o’clock this after- 
noon. 
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a.m. on Wednesday, February 3, 1965. 
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The Special Joint Committee of the Senate and of the House of Commons 


bi 


_ on the Canada Pension Plan reconvened at 2:33 o’clock p.m. this day. The Joint 


Chairman of the House of Commons section, Mr. Cameron (High Park), pre- 
sided. . Eee dy 


Members present: 


Representing the Senate: Honourable Senators Blois, Boucher, Croll, Fer- 
-gusson, Lefrancois, Smith (Kamloops), Smith ( Queens-Shelburne), Stambaugh 


(8). 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, Bas- 
ford, Cameron (High Park), Cantelon, Cashin, Chatterton, Cété (Longueuil), 


Francis, Gray, Howe (Wellington-Huron), Knowles, Laverdiére, Lloyd, Munro, 
Prittie (16). 


In attendance: Mr. Cuthbert Scott, Q.C., and from The International As- 
sociation of Fire Fighters: Messrs. Bernard Bonser, Vice-President, Chairman, 
Pension Committee; Richard Chamber, International Representative; O. Bolton, 
President, Toronto Fire Fighters’ Association; John Jessop, Vice-President, 
Toronto Fire Fighters’ Association; Ernest Haché, President, Ottawa Fire > 
Fighters’ Association, Wes Chatterton, Vice-President, Ottawa Fire Fighters’ 
Association. | 


The Joint Chairman introduced Mr. Bonser, who in turn, introduced the 
members of his delegation. Then Mr. Bonser made a preliminary statement © 
before being questioned thereon, assisted by the other witnesses. . 


In accordance with a motion passed at a previous meeting, the brief sub- | 
mitted by the International Association of Fire Fighters is appended to this day’s | 
Minutes of Proceedings and Evidence (See Appendix A51). 4 


The examination of the witnesses being concluded, the Joint Chairman 


thanked Mr. Bonser and his delegation, and they retired. 


On motion of Mr. Francis, seconded by Mrs. Rideout, 


Resolved unanimously: That a vote of thanks be extended to Mr. Bonser and | 
his delegation from the International Association of Fire Fighters for their con- — 
tribution. 


Then Mr. Cuthbert Scott, Q.C. was called and examined. 


In accordance with a motion passed at a previous meeting the brief sub- — 
mitted jointly by Chesapeake and Ohio Railway Company, Great N orthern Rail- © 
way Company, Midland Railway Company of Manitoba, New York Central Rail=# 
road Company, Norfolk and Western Railway Company, and Northern Pacific — 
Railway Company is printed as an appendix to this day’s Minutes of Proceedings 4 
and Evidence (See Appendix A52). yy 


The examination of the witness being completed, the Joint Chairman 
thanked Mr. Scott, who retired. 


already authorized to be appended to this Committee’s Minutes of Proceedings — 
and Evidence of today (See annexes N os. 1 and 2 to Appendix A50 i 


At 3:50 o’clock p.m., on motion of Mr. Cantelon, seconded by Mr. Lloyd, _ 
Resolved unanimously: That the Committee adjourn until 10:00 o’clock 
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WEDNESDAY, February 3, 1965. 
7 | (48) . 

The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan met at 10:03 o’clock am. this day. The Joint | 


_ Chairman of the House of Commons section, Mr. Cameron (High Park), pre- 
_ sided. 


Members present: 
Representing the Senate: Honourable Senators Blois, Boucher, Croll, Fer-_ 


gusson, McCutcheon, Smith (Kamloops), Smith (Queens-Shelburne), Stam- : 
baugh (8). cua 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
Basford, Cameron (High Park), Cantelon, Cashin, Chatterton, Francis, Gray, 
Knowles, Laverdiére, Lloyd, Macaluso, Munro, Prittie, Rhéaume (16). 


In attendance: Dr. Joseph Willard, Deputy Minister of Welfare; Messrs. 
J. E. E. Osborne, Technical Adviser to this Committee; Tom Kent, Policy 
Secretary, Prime Minister’s Office; D. Thorson, Assistant Deputy Minister of 
Justice; D. Sheppard, Assistant Deputy Minister of National Revenue; E. E. 
Clarke, Chief Actuary, Department of Insurance; and J. A. Blais, Director of 
Family Allowances and Old Age Security Division, Department of National 
Health and Welfare. 


The Joint Chairman asked the Clerk of the Committee to read the Minutes 
of Proceedings of the Subcommittee on Agenda and Procedure meeting held on 
Tuesday, February 2; 1965: 


SUBCOMMITTEE ON AGENDA AND PROCEDURE 
‘MINUTES OF PROCEEDINGS 


TUESDAY, February 2, 1965 


SEVENTH REPORT 


The Subcommittee on Agenda and Procedure of the Special Joint Com- 
mittee of the Senate and of the House of Commons on the Canada Pension Plan 
met at 3:50 o’clock p.m. this day. The Joint Chairman of the House of Com- 
mons section, Mr. Cameron (High Park), presided. 


Members present: Senators Fergusson and Croll and Messrs. Aiken, Cam- 
eron (High Park), Chatterton, Cété (Longueuil), Knowles, Munro. 


In attendance: Dr. Joseph Willard, Deputy Minister of Welfare. 


Your Committee agreed to the following decisions and recommends: i 


1. That the Subcommittee be authorized to prepare a draft report to be 
considered by the main Committee. 


2. That the main Committee sit in camera on Thursday afternoon, 
February 4, 1965. 


3. That the following briefs be printed as appendices to this Com- 
_mittee’s Minutes of Proceedings and Evidence, namely: 


(a) The Senior Citizens’ Advancement Committee. (See Appendix 
A53). 


(b) Age and Opportunity Bureau. (See Appendix A54). 


(c) United Fishermen and Allied Workers’ Union. (See Appendix 
A55). 
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4. That the Communist Party of Canada be invited to submit its brief, 


as soon as possible in order that it be appended to this Committee’s 
Minutes of Proceedings and Evidence. 


Respectfully submitted, 


A. J. P. Cameron (High Park), 
Chairman. 


On motion of Senator Croll, seconded by Mr. Chatterton, 


Resolved unanimously: That the Seventh Report of the Subcommittee on 
Agenda and Procedure be adopted as read. 


Mr. Chatterton moved, seconded by Mr. Aiken, 


That the Committee request that the Royal Commission on Taxation be 
asked whether or not they are prepared to present a preliminary report on the 


implications of the Canada Pension Plan for fiscal policy and the incidence of 
taxation. 


The Joint Chairman ruled that motion out of order. 


Thereon, Mr. Chatterton moved, seconded by Mr. Aiken, 


That the Government be requested to determine whether the Royal Com- 
mission on Taxation is prepared to submit a preliminary report on the implica- 
tions of the Canada Pension Plan for fiscal policy and incidence of taxation. 


The Joint Chairman ruled that second motion also out of order. 


Then Dr. Willard was invited by the Joint Chairman to make a statement 
before being questioned thereon. 


The Committee having completed its questioning of Dr. Willard and the , 
other witnesses, the Joint Chairman thanked them and they withdrew. 


At 12:30 o’clock p.m. the Committee adjourned until 2:30 o’clock p.m. on 
Thursday, February 4, 1965. 


Maxime Guitard, 
Clerk of the Special Joint Committee. — 


EVIDENCE 


(Please note, that all the evidence adduced in French and translated into 
English was recorded by an electronic recording apparatus pursuant to a recom- 
mendation contained in the Seventh Report of the Special Committee on Pro- 
cedure and Organization, presented and concurred in, on May 20, 1964.) 


The CHAIRMAN (Hon. Mrs. Fergusson): Mrs. Rideout and gentlemen, we 
have a quorum and I will call the meeting to order. One witness this morning is 
Mr. Wallace R. Joyce, originally from British Columbia, but who now makes 
his home in Toronto. Mr. Joyce is a Fellow of the Society of Actuaries. He 
graduated from the honour course in mathematics and physics at the Uni- 
versity of Toronto. He has served as a member of the Ontario Welfare Council’s 
committee on public welfare policy—economic needs and resources of old 
people. I know a very thorough study was done by this committee. For some 
years Mr. Joyce has been a member of the social security committee of the 
Canadian Association of Actuaries and at the present time is chairman of that 
committee. 


Mr. Joyce, I presume after listening to some our hearings you realize we 
do not ask the person making a presentation to read the brief, but rather to 
summarize it if possible and then submit himself to questioning by the com- 
mittee. 


Mr. WALLACE R. Joyce (Fellow, Society of Actuaries): Thank you, Madam © 
Chairman. 


My brief is a short one. Perhaps not a great deal of it is new, although I 
hope some of it may be presented to you in a slightly different way from 
some of the other material which has been placed before you. I venture to 
inflict my personal views on you because I have studied the matter considerably 
in my profession as an actuary. 


Of course, you know an important part of an actuary’s training has to do 
with pensions in one field and social security generally in another. I might have 
mentioned that currently I am the consultant to the education and examination 
committee of the Society of Actuaries on that phase of is examinations having 
to do with Canadian social security. 


In the first part of my brief I make some comments on the actuarial report. 
I state why I think the intermediate cost figures might be chosen towards the 
high cost figures in the actuarial report rather than in the direction of the 
low cost, although the intermediate cost figures actually shown in that report 
in fact are weighted in the direction of the low cost figures. I point out one 
important omission in the actuarial report, or at least what to me seems to be 
an important omission. Bill No. C-136 includes a part IV which covers amend- 
ments to the Old Age Security Act, yet no estimate of the cost produced by 
this part IV has been included in the actuarial report. I feel it is important that 
parliament should know these costs when considering the bill. 


I also suggest it would be very helpful to present total combined costs of 
federal pensions for the aged at the time the bill is being considered by parlia- 
ment. I feel very strongly that the total costs of the plan are not well under- 
stood by the Canadian public, nor even by many members of parliament. 


1823 


i> | \™) 
Pe eh lby el 
; iy Wily ft pi ity! f ft Ke i) 4 vt) 
i ¥ 


Wie hal ee Te Se 8 Tat AT ay ae te My ‘ ty a. Ra vgs 
UP TR eay Meaty ire PRE Eee ra aN BT AGR Gay 
: * f wey wha wit ; 4 TAL Ait La " ‘ i" 


Wha tee 


Ma BAC fit i COMMIEI EE ON Ys nena 


ea ra ee ee vir 


retired have had none or few of the good years in which to provide for their 
retirement. The provision they did make has been diluted by post-war inflation. 
I submit that these are the persons to whom the government should direct its 
assistance under a government welfare plan. 


Then I point out that one of the reasons advanced for the Canada pension 
plan was the inability of the flat benefit old age security to meet the variations 
in cost of living between different regions in Canada. However, in my 


or housing costs. 


There may be some relationship between wage levels and the cost of 
housing, but it is not very direct. I am suggesting perhaps it might be much 


extension of social] welfare in this area may be related to the real need. I 
recommend delay in implementation of the Canada pension plan until such a 
study has been made. I do not think this is too much to ask in a plan which 
promises to cost more than $500 million a year of taxpayers’ money. I think 
the government has the facilities and means to produce essential statistics 
that would relate actual needs of the aged to the actual incomes that the aged 


in groups do possess. The basis of this study, I would hope, would enable plans — 


to be designed that would more Specifically meet the needs in these areas. 


In the third part of my brief I suggest that the plan has basic instabilities . 

which will invite political pressures unless these are removed. I know you 4 

_ have heard a good deal about this point. I do not condemn political pressures — 
_ Which have wrought much social justice, but I believe it is folly to introduce — 
a plan which inherently contains the seeds of discontent. The public is quick | j 
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tos sense injustice and wit: not ees aihiolte Giirdics, unmerited either by 
~ social need or by personal contribution. 

I note a reaction to the Canada pension plan proposals already has forced 
BS three recommended changes in the old age security structure. I wonder whether 
_ anybody here, after hearing the Ontario brief yesterday and knowing about 
_ the $25 monthly increase in old age security that already has been suggested in 
- parliament, really believes you can get through another session of parliament 
without very strong pressure to increase the flat old age security by another 
$25 monthly? The Ontario proposal suggests that this might be provided under 
the Canada pension plan and some integration be achieved with this benefit 
which, in effect, would provide a certain minimum to everybody, and then the 
Canada pension plan would take over the wage related benefit for those people 
to whom it provides a benefit in excess of $25. | 

I firmly believe that parliament is going to be faced with adding a $25 
old age security as a flat addition to the present old age security system unless 
something of the nature of the Ontario proposal is adopted. 

I then go on to cite my personal situation in order to point up the fact 
that there are very important unjustified subsidies in this plan. I consider myself 
one of the well-off members of society, for I shall be getting a clear gift from 
the government of not less than $14,499 on the basis of the present proposal. 
This subsidy might be substantially increased by the effect of the pension index. 

In other words, it is to my personal advantage to have the Canada pension 
plan introduced in its present form. But I feel strongly that this is not in the 
interest of Canada. 

The final portion of my brief comments very briefly on the inequities in 
the Canada pension plan, and says that they are not temporary but are aggrav- 
ated by the effect of the indexing benefits. 

I wonder indeed if at any time in the foreseeable future the plan can really 
be secure in the sense that the retired individual may be subject to have actually 
paid in contributions which are the actuarial equivalent of his benefits, even 
interpreting actuarial equivalent in its greatest terms. I think it would be 
interesting to put this question to the chief actuary of the government. 

I urge removal of the indexing feature in the Canada pension plan. I feel 
that it has no place in wage related benefits. I think there is a much better case 
for inserting a pension index or some other means of automatic adjustment in 
the flat benefit old age security. I believe that is all I have to say. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much, Mr. Joyce. 
I see that Mr. Chatterton has a question. Referring to the example you raised 
in your case, does it take into consideration the supplementary benefits? 

Mr. Joyce: No. I am speaking strictly of the old age pension benefits. 

Mr. CHATTERTON: It would be much greater if you considered the supple- 
mentary benefits, would it not? 

Mr. JOYCE: Yes. 

Mr. KNOWLES: You want the idea of both benefits, that is, of the added 
benefits also? 

Mr. Joyce: No. 

Mr. CHATTERTON: Normally you would have to consider only the supple- 
mentary benefits. 


Mr. Joyce: Yes. My example was rather simplified. I did not take it into 
account, and I really did not take into consideration present values. I took — 
in merely contributions in and payments out. 


The CHAIRMAIN (Hon. Mrs. Fergusson): Is that all? 
Mr. CHATTERTON: Yes. 
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The CHarRMaN (Hon. Mrs. Fergusson): Now, Mr. Lloyd. 

Mr. Luoyp: I do not know why I react to this constant reference of what 
is called clear gifts or windfalls by so many actuaries in criticizing the plan. 
They all seem to want to measure the benefit structure of the Canada pension 
plan in terms of an actuarially calculated fund. 

I notice you do the same thing here, and to use your own words: 

This represents a clear gift from the government (or rather from future 
taxpayers in the Canada pension plan) of not less than $14,499. 


This is in the instance which shows the illustration. 

Mr. JOycE: Yes, sir. 

Mr. Lioyp: Now, are you suggesting that if the government is going to enter 
the field of social insurance it should do so purely with an actuarially funded 
operation? 

Mr. Joyce: I suggest that the windfall is going to the wrong persons, the 
persons who do not need it. This is the point of my illustration, I believe. 

Mr. Luoyp: There are no windfalls in this category of private pension plans 
to which you refer, are there? 

Mr. Joyce: I think not. 

Mr. Luoyp: Such as for past service contracts, for example? 

Mr. KNOWLES: Are there any windfalls to persons who do need them? 

Mr. Joyce: They are lesser to the people who do need them, and there are 
none at all to some of the people who need them the most. 

Mr. LLoyp: I am only trying to reconcile my own thinking with yours. 

Mr. JoYcE: Yes, surely. 

Mr. Luoyp: I may be woefully wrong, but I am trying to do my jobasa 
member of parliament and to see all sides of this question. 

Mr. Joyce: I appreciate that. 


Mr. LLoyp: We are all faced with this. For example, if I were writing a 
critique of the system, I would do so in slightly different words. I would say 
that for all persons who receive benefits from the Canada pension plan, which 
is not funded, in fact, in proportion to their earnings during their lifetime, 
there is a capital sum to pay future benefits. But when you pick out one thing 
in isolation, you do not show any relationship to everybody else. Why did you 
use this method in making your case? 


EE 


Mr. Joyce: I did so because I felt that by giving a personal example of a 
case where a subsidy was not needed, or where the subsidy was so very ap- 
parent, it would bring home the point that the subsidy was being granted 
in the wrong place. 

With respect to your question about windfalls being present in private 
pension plans, I think my answer to that is negative, that the contribution by 
the employer which is considered in lieu of salary plus the employee’s own 
contribution is normally in private pension plans actuarially equivalent to the 
benefits being provided. 


Mr. Luoyp: Let us take into account the fact of tax exemption of contribu- 
tions, and contributions to past service funds. Surely there is an element of 
windfall in the existing arrangement under private pension plans in the sense 
that you use it. . 


Mr. Joyce: Yes, I must admit that if you wish to consider tax exemption — 
as a grant from the government, this is so. ; 


Mr. Luoyp: It is so, is it not? Your colleagues in your field, who would 
question the present tax laws in respect of deductibility of all past services, 
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or contributions, you would agree, point out the effect that this would have as 
against those who have not. But getting right down to the question of financing 
the Canada pension plan in principle, what you are saying is that we are asking 
people to contribute through the tax system which is slightly different from 
private contracts with private companies and contributions. 

Now, if we were to subtract from what somebody has called a payroll tax 
to provide pensions, a great deal of money for flat benefits under the O.A.S., 
would we not get into trouble everywhere? Sooner or later we might find that 
we had gone too far with it and would have reached a point where we aban- 
doned the philosophy of benefits related to lifetime earnings. 

Mr. Joyce: Yes, I agree. 


Mr. LLoyp: So there must be adjustment between the two, and in that light 
this reference to windfall is less critical, is it not? 


Mr. Joyce: I think you have to look at the whole benefit structure to see 
just who does receive the windfall under the plan and how much of the wind- 
fall goes to each person. I believe that an examination of this particular plan 
as presently proposed illustrates that as a social welfare plan it is providing 
a subsidy to the people who need it the least. 


Mr. Luoyp: You speak of a social welfare plan which is wage related to a 
pension scheme or to a publicly sponsored pension plan. But let us be honest 
about it. Everybody uses a lot of terms such as publicly sponsored pension plan, 
but in a sense it is following what is the general practice of relating benefits 
to lifetime earnings. 


Mr. Joyce: I feel strongly that there is no reason for the government to be 
sponsoring a plan at all for such social welfare purposes. I heard quoted 
yesterday a basic principle enunciated—I believe it was a quotation from the 
Prime Minister which was read into your proceedings yesterday when question- 
ing the Ontario delegation. 

This enunciation of the basic principle, if I understand it correctly, defined 
the purpose of the government to fill a social welfare need. 

Mr. Lioyp: No, I do not believe those were the terms that were used. 

Mr. AIKEN: I think that is roughly the expression that was read. 

Mr. FRANCIS: The record will speak for itself. 

Mr. Luoyp: I do not think it was social welfare. 


Mr. AIKEN: There were several expressions used, all of which were used 
to express the same idea. 

Mr. Luoyp: To keep the record straight, if one were to comment on 
this subject which Mr. Aiken has raised in commenting on yesterday’s 
proceedings, one would say that the federal government originally proposed 
a scheme that Ontario now agrees with, which is roughly a pay as you go 
plan, a certain proportion of the payroll deductions to be used to improve old 
age security benefits. 


Mr. AIKEN: That is one feature. 
Mr. FRANcIS: That was the original idea. 


Mr. Luoyp: That is right; that was the original proposal of the govern- 
ment. Then Ontario wanted funds at one time. That is why I say we will not get 
anywhere by trying to fix in time who said what under certain circumstances. 


Mr. AIKEN: I agree to that. 
Mr. Luoyp: So we get on to two different propositions. One is that the 
payroll deductions and the payroll taxing—if you like to call it that—for the 


contributions to establish a scheme of wage related pension benefits, if utilized 
solely for that purpose, are in addition to the existing pension opportunities 


Made this statement: 


i: 


see 


that the private sectors supply. But for some reason the private sector has 
failed to reach many many people. It is to fill that need that I think everyone 
agrees we should make a step or undertake a measure, or undertake the 
Canada pension plan. . 
Then it gets confused with the old age security, which is a flat rated benefit 


which was definitely designed with a pension plan as a social welfare measure; 


_ there is no question about that. The old age security is a social welfare measure. 


To avoid means tests we compromise and say we will pay it to everyone at 
a certain age and then subject it to taxation. | 

Mr. KNOWLES: That is no compromise; that is the basic principle. 

Mr. Luoyp: You ean call it a principle if you like. 


Mr. Joyce: The purpose of the Canada pension plan was enunciated as 
a supplement to the old age security that would allow all Canadians to live 
in retirement in dignity and reasonable comfort, or something to that effect. 

Mr. Luoyn: Is it a fair statement to put to you that you join those who 
do not think that government should be in competition with the private field 
and that we should leave the private field to supply all wage related pensions? 


Mr. Joyce: I feel it would be unnecessary for the government to enter 


the wage related field if they were to attempt to fill a social] welfare need 
more directly. 


Mr. CHATTERTON: May I ask a supplementary question? 
The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Chatterton. 


Mr. CHATTERTON: In respect to this question of basic principles, on July 
18, 1963, the Prime Minister made this statement: 


is 
The purpose of the government proposed legislation is to ensure that as 
soon as is possible in a fair and practical way all Canadians will be 
able to retire in security and with dignity. 


Then again, on September 9, 1963, the Minister of National Health and Welfare 


The purpose of the Canada pension plan is to make it possible for all _ 
Canadians to retire in security and with dignity. ' 


Do you think the proposed plan meets the purpose of those two statements? 


Mr. Joyce: These were the quotations I had in mind, Madam Chairman. 
I think there is no question that the Canada pension plan fails to assist all 
Canadians; and “all Canadians” is the term used in both those quotations. 


Mr. Luioyp: If one were to take the full context of the statement that 
is made I think one would get the proper interpretation. When taking it out 
of context one can interpret it in any way one likes. 


Mr. AIKEN: I would like Mr. Joyce to refer to the question of indexing. 
You stated that you felt indexing should be removed. Do you feel that | 
this should be both as to earnings and cost of living or as to one only? 


Mr. JoYcE: I would remove all indexing in a wage related plan if I had a 3 5 
say in the matter. : 


Mr. AIKEN: What are your reasons? The one that has been raised most — 


often in the committee is the question of built-in inflation, if you would call it _ 
that, and the fear of many people that it might lead to inflation. 


Mr. Joyce: This is one reason, but the other reason why I feel it has no 4 
place in the wage related plan is that of the inequities, the social inequity of 
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{ 4 tt is for this reason that J: ienet A indexing should not give further 
; higher benefits to the people who are best able to look after themselves. I feel 
there is a very good case for making provision not necessarily for indexing but 
perhaps for periodic review by a committee for the flat old age security benefit. 
I would certainly recommend removing in all indexing from the wage related 
plan, however. 


Mr. AIKEN: Do you believe that the pressures which you have mentioned on 


the people in parliament would keep the benefits in some relation to the cost of 
living, and that changes should be made by periodic review either by legislation 
or by administrative order rather than by indexing? 

Mr. Joyce: I suppose fundamentally I feel you are trying to ride two horses 
in having a wage related plan in which the contributions really do not provide 
for the benefits. This is the reason why the inequities occur—the obvious in- 


equities—in this plan. If you produced a wage related plan in which there was 


an actuarial equivalence between the individual’s contributions and the indivi- 
dual’s benefits, then you could index it or do anything you liked as long as you 
preserved that actuarial equivalence, because you would not be giving any fur- 
ther subsidy to any individual. But because this plan does not have actuarial 
equivalence, I think it is wrong to build in a factor that aggravates the inequit- 
able subsidies. 

Mr. AIKEN: I would like to turn to this other question that has been raised 
quite often in the committee, that is the type of plan that this Canada pension 
plan is. There have been efforts made to categorize it as a social welfare legisla- 
tion and so forth. I understood you to say this morning that you are basically 
in agreement with the Ontario proposition that there should be a minimum 
payment for all Canadians who are on old age security of perhaps $25, as it 
was put yesterday. Is this your statement? 

Mr. Joyce: I feel the situation has already reached the point at which 
we are inevitably faced with an increase in the flat benefit old age security of 
an amount which may very well be $25 a month, and that if this is not provided 
under the Canada pension plan and integrated with the Canada pension plan, 
as has been suggested by the Ontario government, then the political pressures 
will make it inevitable that it will have to be provided as a straight flat 
addition to whatever may be provided under the Canada pension plan. There- 
fore I think it is much more appropriate that the integration should be con- 
sidered very seriously by this committee and might be recommended to 
parliament. | 

Mr. AIKEN: Would you say it would be out of keeping with the type of 
legislation that we have for us to introduce the social welfare benefit that was 
suggested? 

Mr. Joyce: No. Something of the kind was suggested in the first version of 
the Canada pension plan, and I think the basic principles that were mentioned 
certainly give you scope for including something of this kind. 

Mr. AIKEN: So your belief is, as I understood your earlier statement, that 
the government should have some reason to be in this type of business beyond 
merely providing what private institutions could themselves provide? 

Mr. Joyce: Yes, I do believe that. 

Mr. AIKEN: And, this, therefore, would include a welfare element, which 
the $25 minimum would provide. 

Mr. JOYCE: Yes. 

Mr. AIKEN: Thank you. 

The CHAIRMAN (Hon. Mrs. Fergusson): Would you proceed, Mr. Knowles. 

Mr. KNOWLES: Mr. Joyce, may I commence where Mr. Aiken left off. If I 
understood him correctly, Mr. Aiken asked you if you felt it would not be out 
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of keeping to provide a social welfare element along with the Canada pension 
plan. I thought he was talking about the $25 or some such increase in old age 
security. If I understood you correctly, you say no, that such would not be out 
of keeping. 

Mr. Joyce: That is correct. 

Mr. KNOWLEs: Is not the reverse of that then also true, that it is not out 
of keeping to provide along with a flat rate benefit an earnings related scheme 
such as this set out in the Canada pension plan? Have you not, in effect, said 
that a two stage kind of plan is the proper business of government? 


Mr. Joyce: Well, I personally am not trying to suggest that the wage related 
portion of the plan should be entirely thrown out. I do not think at this stage 
it is feasible. But, I do think that the extent of the wage related benefit in 
respect of the flat rate benefit should be geared to the actual needs, the actual 
income needs of the aged in Canada, and this is why I recommend very strongly 
that in a plan that promises to spend more than $500 million a year of the 
taxpayers’ money the actual needs should be studied first, and that the plan 
should be devised to actually meet the needs that are known. 


Mr. KNOWLES: In view of the statement that you have just made, that 
you do not think this kind of plan should be thrown out the window altogether, 
is it fair to assume then that you feel there is a place in government operations 
for enabling all the people to provide themselves on an insurance basis with 
more pension than can be provided on a flat rate basis? 


Mr. Joyce: I think if you are asking me if I favour a wage related benefit 
in the government plan I must say no. 


Mr. KNOWLES: The reason I am looking at you is that I am thinking about 
the answers you have given to two or three questions. But, we will let the 
record speak for itself. I have one other question. You have stated that if we 
report this bill back to the house in its present form without doing something 
for those now aged 70 and over, there will be pressures brought to raise the 
old age security. I can assure you that you are right; I will see to it that your 
prediction is carried out. 

Mr. FRANCIS: You are giving supporting evidence now in this commttee’s 
hearings. 

Mr. KNOWLES: I am in support of the position from top to bottom and 
right to left. 


Mr. FRANCIS: That is very reassuring. 


Mr. KNOWLES: You suggested there would be such pressures. You also 
urged that we delay this bill. You have said you do not propose we throw 
out the thing completely but that we delay the bill. If we so recommended 
would there not be pressures in any case brought to increase old age security 
at this time, even if we did not bring back this bill, and would not we have 
the same round again next year or the year after, whenever we bring in some 
kind of earnings related plan? I put this question because I recall two years 
ago the government brought in a proposal for an earnings related plan when 
old age security was $65 a month. It admitted itself that it could not do that 
and leave the $65 where it was, and it had to raise it to $75. Is it not inevitable 
that at whatever point an earnings related plan is brought in for those still 
working something has to be done for those already retired? To follow an 
old adage: Why not do it now? 


Mr. JoYcE: I believe that is the case. When I say “delay” I am not sug- 
gesting it should be delayed for a matter of one or two years, but I believe 
that the Ontario government suggested, reasonably, I think, that you might 
get some advance information from the royal commission on taxation to give 
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some help with the tax structure of the plan. And, I believe the government 
has the facilities to get this further information about the needs of the aged 
in Canada. And, it would be very helpful to parliament to know that the plan 
as it is ultimately introduced is something that is properly filling the social 
welfare function that we hope it will fill. 


Mr. KNOWLES: To a degree, whatever we do in the earnings related plan, 
we have to do something with the people already retired. Do you not agree? 
Mr. Joyce: I do. 


Mr. KNOWLES: Thank you. Those are all my questions for now, Madam 
Chairman. 


The CHAIRMAN (Hon. Mrs. Fergusson): Have you a question Mr. Francis? 


Mr. FRANCIS: Yes, Madam Chairman. Mr. Joyce has made many references 
to actual needs. Does he think that social assistance should play a part in 
determining needs and case work in individual circumstances? 

Mr. Joyce: Well, social assistance has Bg TEs to do with the needs; it is 
a provision for the need. 

Mr. FRANCIS: I am sorry; did you say that social assistance has nothing 
to do with need? 


Mr. JOYCE: Well, it is something that comes after the event, surely. Is 
not the social assistance provided to fill the need? 


Mr. FRANCIS: Well, surely case work in social assistance will determine ~ 
need in individual circumstances, would it not? 

Mr. JOYCE: Yes. 

Mr. FRANCIS: Do you believe in this as a form of social welfare, because 
it seems to me when you talk ‘‘need’’ you must indicate the kind of measures 
you consider most appropriate to deal with need? 


Mr. Joyce: I think we face in any social welfare structure the fact there 
is some place where one draws the line and perhaps it always has to do with 
the percentage of the population that require the assistance. Now, when this 
percentage gets up to a very large portion of a particular group, perhaps 90 
or 95 per cent, then sometimes it is more practical and less costly to blanket in 
the whole group, and overlooking the fact that 5 or 10 per cent of this partic- 
ular group who do not really need it on the basis of the needs test are still 
getting some assistance. But then, as the need gets down to a lower per- 
centage, maybe down below 50 per cent or 25 per cent, you are faced with 
the reality of the cost of the situation for this smaller percentage that is in 
need of some social welfare and this perhaps has to be provided on some sort 
of a means test. “Needs” is rather a bad word, I am sure, to everyone. I do 
not like it. I do not think any of the welfare officers like it. But, in the area 
of pensions that we are talking about I think the criterion might be a simple 
income criterion that could be administered through the income tax depart- 
ment or through the Department of National Revenue. 


Mr. FRANCIS: In other words, you are in favour of the retirement test? 

Mr. Joyce: I think I would favour an income test. 

Mr. FRANCIS: What I am trying to establish is this. I gather you just do 
not believe in a wage related plan as public sponsored. Is that about the size 
of it? 

Mr. Joyce: Fundamentally, no. 

Mr. FRANcIS: All right, if you do not believe in that what do you think 
we should be doing? Do you think a flat rate provision is more desirable or 


that we should strengthen social assistance, or both? What do you think we 
should do? 


“yet 


a Mr. Joyce: I think the flat rate old age security has served. Canadians _ 
very well and if properly increased will continue to do so. I feel that some 
additional social assistance might very well be applied in specific areas where > 
the need is evident. a) x shay. 
Mr. FRANCIS: But you have not discussed this in your brief. 
Mr. Joyce: Only in a general way. | | 
Mr. FRANCIS: Well, I will come to my last question. If you believe in the 
_ flat rate benefit approach are you in general agreement with the proposals 
P . that were put before us by the province of Ontario yesterday, to which you. 
j were apparently listening at the time? | 


. Mr. Joyce: Yes. I believe the proposals put forward by the province Or 
aN Ontario would be a substantial improvement on the Canada pension plan. 


\ Mr. FRANCIS: They would add something like $375 million a year in bene- 
| fits being paid out in 1970, according to the estimates placed before us. Am 
I correct in saying you are in favour of building up benefits at about that rate? 


Mr. JoycrE: I think that is realistic. I think not to provide these benefits 
will merely have the effect of promising ourselves and promising the future 
working generation a pension on their retirement that we are not willing to 
provide to the people who are in or close to retirement at the present time. 


Mr. FRANCIS: Presumably the economy could afford more in the future 
than it can right now, but if you feel that this is what we should be doing I 
| can only say that I am concerned about the cost and I am astonished that so 
Rac fow people who have come before this committee are concerned about the 
_ cost and what it would do to the economy to build up benefits on the scale of 
a universal benefit pattern. I am delighted if Canada can do it, if our produc- 
tivity and our economy permit it, but it seems to me that a race to see who 
can recommend the largest form of universal benefit the soonest is, to say the 
least, most unwise. It is very nice for other people to make recommendations. 
The provincial authorities are probably in favour of the federal authorities 
spending, and I suppose the federal authorities are in favour of the provincial 
authorities spending. This process cannot go on like this without doing some 
serious harm to the country. At some point or another we have to be respon- 
sible in terms of the level of benefits that can be realistically provided. 


Mr. JoycE: I could not agree with you more, but what I am suggesting 
| is—and I think this is very evident to an actuary—that the costs are there in 
this wage related scheme but they are deferred so far in the future that too 

many people only see the benefits and think it is not going to cost them any- 
thing while in fact it is going to cost the country something. Just look at the 
way that this fund builds up and then starts to fall off and goes into a negative 
position. 

Mr. FRANCIS: It is no substitute to pay out all the money right away as 
we did with the unemployment insurance fund and then face the crisis shortly 
afterwards. Is your recommendation not going to do that, get all the money 
paid off and then have no funding? 


Hy Mr. Joyce: I am suggesting that you should be realistic and face the cost 
now instead of pretending it is not there and then come upon it in the future. 


Mr. CHATTERTON: I have a supplementary question to Mr. Joyce. In my 
last question I quoted the additional cost in Ontario’s proposal for 1970 at 
$380 million. Did not Mr. Coward indicate yesterday that he estimated the ad- 

_ ditional revenues to be $120 million? 


_ Mr. Joyce: I do not recall his figure, but I do recall that there would be 
additional revenue under his recommendation. I have suggested very strongly 
_ that this cost is going to be there as a result of political pressures whether 
a3 oh you granted the pension in the form proposed by Ontario or not. 
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Mr. COTE (Longueuil): I Wave a supplementary question, Madam Chair- 


man. Mr. J oyce, you said you were not in favour of the government providing 


a pension plan, but did you ever at all deal with the unemployed during your 
career? Were you on any welfare committee at any time? 

Mr. Joyce: What do you mean by “deal with them’’?. 

Mr. CotE (Longueuil): I mean trying to find jobs for people who are not 
working. 

Mr. Joyce: No, I have not had that experience. 

Mr. COTE (Longueuil): If you had had, you would have found it very 
hard and almost impossible to find work for people who are about 45 years of 
age, because many firms will not take them owing to the additional costs in- 
volved in the pension plan. 

Mr. Joyce: I have heard that argument advanced, and I believe that is 
is very often used as an excuse for not accepting older people rather than as 
a reason. 

Mr. CéTE (Longueuil): It is a reason because it would cost a lot more to 
those private plans if those firms employed older people rather than younger 
people. 

Mr. Joyce: But they do not have to provide under their plan for the 
people that they have. 

Mr. CoTE (Longueuil): Many firms say that all their men retire with 
good pensions and they are proud of it. 

Mr. Joyce: I understand their argument. There is an element of truth 
in it, but I do think that it has been advanced as an excuse and not as the 
real reason for not hiring those people. 

Mr. COTE (Longueuil): You should know that about 90 or 99 per cent of 
the people who come and ask us to try and help them find a job tell us that 
this is what they hear. I know some very well qualified people who cannot get 
a job in such a firm because they are over 45 years of age and this would cost 
the pension plan too much. I think we have to deal with the people who are 
in the working force now, so that they can move from one firm to another 
and become more independent. Many people have to stay in a job and stay in 
it all their lives even if they are not happy in it because they have their 
pension plan and they are waiting for their pensions. They are not independent 
any more, they cannot move away from their jobs and find other work. Do 
you not think we have to think of these people also? 


Mr. Joyce: Certainly. 


Mr. COTE (Longueuil): This is one of the problems, and probably the main 
problem and the reason for bringing in this legislation. 


Mr. Joyce: I feel that the flat benefit old age security does look after these 
people to the extent that the government plan should. 


Mr. Cé6TE (Longueuil): Only when they retire at the age of 70, but people 
want more than that; they would like to be able to change jobs while they 
are working. 

The CHAIRMAN (Hon. Mrs. Fergusson): Are there any more questions? If 
not, on behalf of the committee, Mr. Joyce, I would like to thank you very much 
for submitting this brief and having come from Toronto to discuss it with the 
committee. I am sure that we will give a great deal of thought to your argu- 
ments when we make up our minds on our report. 


Mr. JoycE: Madam Chairman, may I say that I appreciate very much the 
opportunity to make this presentation to you. I am grateful to the committee 
for subjecting me to these questions which were very pertinent. I have been 
very impressed with the thorough manner in which you are receiving your 
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witnesses. I was present here as an observer yesterday and I was very much 
impressed with the thorough manner in which you conducted your proceedings 
at that time. Thank you very much. 


The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Ruse is here and he will present 
his brief. Mr. Ruse, will you come up to the main table, please. 


Mrs. Rideout and gentlemen, the next witness, as I mentioned, is Mr. Ruse. 
I would like to speak a little bit about him. You would be interested to know 
that he was born in Japan and came to Canada at the age of seven. He went 
to the University of Manitoba and majored in mathematics and economics. He 
is now a fellow of the Society of Actuaries. I was interested to see in his brief 
that during world war II he served at the Kuropean theatre as a tail gunner 
in the R.C.A.F. Mr. Ruse is employed as a research actuary by a Canadian 
life insurance company, and I am sure that we will find his arguments very 
interesting. 

I think I should say that as Mr. Ruse’s brief only reached the members of 
the committee this morning we were not able to give it the thorough study 
that we have been able to and have done with all the other briefs that were 
presented to us before. In view of that, although our custom is to ask for a 
brief summary from the witness, I think I should ask Mr. Ruse to be sure that 
in making such a summary he brings out all the points in his brief so that we 
can hear them, because, not having had an opportunity to read the brief before, 
we might find that certain points were raised in it on which we would like 


to ask questions. . 

Mr. Ruse, I really think that I should bring to your attention one statement 
that you made in the second paragraph of your presentation in which you refer 
to the government officials who prepared this brief. I think you also refer to 
it on page 2 of your brief. As I understood this reference, you are of the opinion 
that the government officials have a political interest and have drawn up this 
Canadian pension plan with this in mind. I assure you that our civil servants 
do not have any bias one way or the other. I am sure I can speak for all our 
Canadian civil service, and we are all very proud of them. When they receive a 
request from the government to put certain things into effect, they do it as 
well as they possibly can, but they do not decide on the policy and they do not 
try to influence it politically or otherwise; they simply do what they are asked 
to do. I thought I should make that clear to you. I think that all the members of 
the committee are quite clear on that. 

Mr. RUSE (Actuary, Toronto, Ontario): Yes, Madam Chairman, I agree 
with you on that point in general. There are certain things that make me 
wonder as a citizen and sometimes I am concerned whether the government 
has not decided, as a government or a political party, that they do have, you 
might say, a group of very sincere and very capable hard core planners. They 
come up with the various ideas in many phases of our civic and national life; 
they lay down a policy, go to our appointed officials, and these appointed officials 
incorporate them into a plan. 


The CHAIRMAN (Hon. Mrs. Fergusson): I am sorry, I have to disagree with 
you on that. I do not think the civil servants lay down the policy. 
Mr. Ruse: I mean the political party. 


Mr. AIKEN: I do not think the witness has used the word civil servants 
anywhere. I think when he referred to government officials he meant ministers 
of government, parliamentary secretaries, and so on. 


Mr. LuoyD: Members of parliament of all parties and everybody included. 
Mr. RuSE: Yes. 
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Mr. Luoyp: I am sure the witness, having made rather generous observa- 
tions, will anticipate our need for specific explanations of these generalities in 
the conclusions he has drawn. I think he has come prepared to do this and 
he will bear in mind your remarks, Madam Chairman, concerning civil servants. 

The CHAIRMAN (Hon. Mrs. Fergusson): If you will present your summary, 
we will ask you questions on the different points. 


Mr. Ruse: May I, with your permission, go over these various sections? 
I have seven sections in my brief. I will do it without actually reading the 
brief in detail. In the brief I have a short biography which Madam Chairman 
has kindly related to you. I have emphasized the fact that these views are my 
own. I might say I am extremely sincere. I may be misguided, and I may be 
wrong. However, these views are sincere and are views which I have 
held for some time, so much so that in a sense from time to time I have 
lived with this thing. I have spoken to friends and have spoken to strangers. 
I have given one or two talks on this. I spoke to a public service group over a 
year ago. The views I expressed to them were based on the feeling I have that 
the people of Canada would not really be served by a wage related plan, but 
would be better served by an improved old age security plan. 

The third section is very strong. I might mention that I do realize I have 
been very accusative in a sense in some of these things, or at least sound ac- 
cusative. Actually, I am trying to bring out the lack of knowledge on the part 
of the mass of the public in respect of just what this plan will and will not 
do. 

In the fourth section, I feel that what I have termed the less sophisticated 
public have been misled. I do not mean this has been done deliberately, but that 


the press and some of the statements from what I have termed government 


spokesmen have fallen a little short in telling both sides of this plan. 

During the Ontario election campaign, I think in the province of Ontario 
at least, the people picked up ideas with reference to what this plan would do 
for them, for their loved ones, and for their friends which were not exactly 
what this plan is going to do. This is a matter of grave concern to me be- 
cause I believe in our type of society we must make abundantly sure that 
the people know what we are going to do before we enact a piece of legislation 
which, once enacted, is irretrievable. Therefore, I make the point that I am 
utterly convinced the less sophisticated public does not know what the plan 
will and will not do for the people of Canada today and in the future. 

I have given you a brief outline of the history of O.A.S.D.I. in the United 
States. As you know, four or five years ago disability benefits were introduced 
there, although basically it has been a pension and old age survivors’ insurance 
plan. I am very frightened that that same thing is going to emerge in the long 
term future in Canada. Although I know there are many who will disagree 
with me, personally I feel it is not a good thing for Canada. As I say, I have 
no particular pipe line to the font of knowledge, wherever it may be, but 
in my own humble and sincerest opinion I do not like for Canada what I see 
in the United States. As you know, the tax rate now is 74 per cent. It is 
slated to go to 8} per cent in 1966 and 94 per cent in 1968. I know this com- 
mittee knows these things and I hope you will excuse me for going over 
them. It may be that this upper age limit may be increased. 

It is my contention that the younger entrants into the United States 
labour force are being required, with their employer, annually to put a sum 
of money into their scheme which they could better put into something else; 
I do not care whether it is pensions or not. There are many, many ways for a 
man and a family to provide for and accumulate wealth. It can be done 
through pensions, but there are many other ways, such as through the owner- 
ship of a home, stocks, bonds, whatever you will. There are many ways in 
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which this can be done in a community or in a nation such as the United 
States or Canada in a free enterprise system. It is a capitalistic system and 
private property is very much in the nature of this community. They have the 
opportunity to do it. I do not like what I see there. I do not think it suits 
Canada. I believe the younger labour force and the younger people who are 
around now are paying more for the benefits than if they had the money them-. 
selves. However, the trouble is that the younger people will not save for 
retirement in the sense that the private carriers would like them to do, and 
like the Canada pension plan, in a sense, is actually saying they should do. 
They will have to do it; we will make you do it and you will not become 
a charge on society; this is a good thing. 

However, that is aside from the point so far as I am concerned. I am 
most sincere in this. I would like to make the point that I am not ascribing 
to myself any great knowledge on this matter. You may think I am saying that 
my judgment in these things is better than yours. Of course it is not; you study 
these things in political parties and in government, and you are deeply con- 
cerned. 

I think we are and for years have been moving in the right direction, and 
to a degree have an aggressive free enterprise system in which those who have 
should help those who have not, partly in many instances through mental or 
physical incapacity; I do not mean they are broken physically or mentally, but 
they have a hard time. 

I come to the very sincere but terribly strong conclusion that we should 
not have this wage related plan but that we should improve on the old age 
security plan. Indeed, I think it should be reenacted under the name the Canada 
pension plan. It is a wonderful name; it is for Canadians. There are certain 
improvements which can be made in here. I think it is the responsibility of the 
government to devise ways, recommend, and look at it. 

If I may, I could give you a suggestion which might be looked at. I do not 
mean that this is the answer, and I think I have a bit of a price attached 
to it. I think if you took the age of a person 70 or over and used that as the 
number of dollars, he would get $70 at age 70, $75 at age 75, and you would 
add a flat $20 to it. This would be for a single person. If it were a married 
couple, one of them would have it and you would add $60 to it. This is a very 
convenient and simple formula. Do you get the idea? 


Hon Mr. Crouu: Just a minute. At age 70— 

Mr. Ruse: At age 70 you give $70 to a single person plus $20. 

Hon. Mr. Crouu: $70 plus $20. That is $90. 

Mr. Ruse: Yes. At age 80, you would pay $80, plus $20—$100. At age 
90, you would pay $90 and $20, which would be $110. In my humble opinion, 
this would serve a great social need in this country. 

Hon. Mr. CRoLi: You have not read all of the minutes. It is not your fault. — 
This is a dandy suggestion, and a couple of members around the table already 
have made it. 1 

Mr. Ruse: That is very interesting. Do you mean precisely in those terms? 

Hon. Mr. Crotu: Almost in those terms. 


Mr. Ruse: I think as I grow older, even if I had worked as a modest 
clerk I might have owned my home and have had a bit of a nest egg whether 
I were in a pension plan or not. I could scrounge along for a while because I 
would be able to do things for myself physically and mentally, but as I became J 
older I would become more and more unable to do things for myself and I — 
would have to pay other people to do them for me I think something of this © 
character would be a very useful thing. 
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} But then I would add a flat $60, and by adding it thereby at the age of 
70, a couple would be getting $150 just as they are getting it now. I would 
- like to see them have more. This marriage contract, these lovely old people 
would have $150 and going up year by year; and if one of them should die—it 
is inevitable that one of them will die first, unless they are both killed in an 
automobile accident, and we have too many of them, of course—then it is 
not cut in half, it just drops to $60; in other words, at 90 you would have $110 
for one person plus another $60; then it would drop down to only $110 if one of 
them died. 


I think this is a more realistic approach to the needs of our older people. 
It is my estimate, for I do not have a lengthy amount of statistics; and I have 
done all this work in my own spare time. I am not an important person in 
the insurance business, although as an actuary I seem to be able to command a 
good wage. I have paid my own fare to come here, and my hotel bill. This is 
a personal vendetta, if you like. 


I think this cost might be somewhere around 15 to 20 per cent over and 
above our present $1,000,000,000 that we are now currently paying for the 
O.A.S. I think it is well within the means of this community to make that 
simple change. I feel it is a much more extensive benefit to make it younger, 
and to have it start younger. I am all for it, but I feel we must bring assistance 
through the province, and the municipality to bear between the ages of 65 
and 69. Mr. Joyce used the term income test. But I shall stick to the old fashioned. 
words of means test. I do not think it matters what we call it, but anyway let 
us have it between those ages. I do think that a person between 65 and 69 
might well be given through an amended O.A.S. act renewed under the name 
of Canada pension plan, $60 a month. 


This is an additional element which would come after the age of 70, and 
that it would be to help out with the problems of the aged. We really get into 
big money now. Roughly speaking I think that this would cost, from the obvious 
relationship with a number of people of 65 to 69, and 70 and up—this might 
cost us from 40 to 50 per cent of the $1 billion we are now paying, but again 
I think they should have it as a right. 


I think that taxability in this sense is something, as Mr. Francis said, which 
is a very powerful element here. I hope the reporters will not mention these 
names, and just say that these are some affluent people. I will not mention any 
names. But you know the type of person who is taxable at the top bracket. 
In his income tax he would be paying from 50 to 60 to 70 per cent. But of 
course a great deal of it comes back to us. 


This has been a very brief outline of what I have here and I just 
wanted to lead into the whole thing. A very strong point with me is that 
I do not like to see us legislating today for our children and for our children’s 
children to do things for their aged that we are not prepared to assume 
today. 


This is a very strong point with me and again I speak as only one person 
on a matter of judgment which might well be wrong, but I am most sincere 
about it. I think this concept is one which is well expressed by the old English 
philosopher, Jeremy Bentham who used some words which I have cribbed 
about the living forever being in bondage to the dead. 

Let me say at this moment that this is an illustration which I did not 
prepare myself. A good friend of mine in the office did it for me. I merely 
sketched it out. I believe that you and I and the government, as well as the 
political parties, must ask ourselves whether we have the right to impose 
a tax of 3.6 per cent upon ourselves today, and whether we can stand it. 
But are we doing very much for the people who are now disabled? 
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This plan does not do anything for them, neither does it do anything 
for the widows with dependant children who are now in our society, and 
neither does it do anything for the orphans who are in our society today; 
and it just does not do anything for many of the unfortunate wage earners 
in this country. 


I think sometimes that we have to go back and realize that in 1961 
according to d.b.s. statistics, if you were to add up the wages and supple- 
mentary income of the labour force, and add to it the wages of the armed 
services and those of incorporated farm businesses and other unincorporated 
non-farm businesses—this is not investment income, but of course there is 
some in there, I realize, but it is not a very substantial amount—and if you 
divide that by the population in 1961, the average per capita income from 
wages, you might say, or earnings, would be under $1,250. 

If you look through the d.b.s. statistics—as I know you have, and please 
forgive me for speaking to you like a lecturer—it is astounding to see how 
many wage earners make less than $2,000 and $3,000. But these people are 
struggling to bring up our future Canadians, and they are struggling awfully 
hard. 

There are many married men with two or three children and a wife, and 
if you divide that number into $2,000, what do you have left? 


I sometimes wonder if we have not gone overboard in looking after the 
aged. I think we are getting carried away with it, although I am all for it. 
But everything in its priority. 

This nation spends something like $4 billion now through the three levels 
of government on welfare, and when you look at the components under 
welfare such as the social welfare assistance programs, and all the other 
things, do you not think it is about time we sat down and said: “T wonder if 
this amount of $4 billion is being spent in a way which will do the most 
good, and where it is most needed’? 


I do not think this can be so when we have so many different pieces of 
legislation all competing with one another. I do not know anything about it, 
but as I look at so many pieces of legislation I wonder about this big business. 
I do not think any private business could operate with so many different sets 
of little bylaws. The thing has to be integrated. 


We are going to a third step and pay 3.6 per cent, but we are not going 
to do very much about the presently disabled. We are going to wait for 
another day for that one, or for the present orphans or the present widows with 
dependant children and so on, and the people who have no earned income. 


I am thinking of a poor old man who comes to help my wife to do the 
floors. He is a fine little fellow, and he is my own age. My wife had him 
do some work for her while she had to go out. He called up in the evening 
and asked for her. He said: “Mrs. Ruse left me too much money. It did not 
take me that long”. 


This man will not get anything under the Canada pension plan. We are 
going to have some kind of philosophy which to me is completely false, 
but to you it apparently is not, and say: “We will not do this when we are 
quite young.” Now the actuary’s report is a projection. I did read a bit 
of it, and I think it is abundantly clear that the projection of funds and the 
cost of this Canada pension plan is a very difficult thing for an actuary or 
anyone to work out because there are so many imponderables involved in 
it. But we are going to say that we are prepared to take a chance to the 
extent of 10 per cent. I do not think we have any right to legislate today with 
a piece of legislation which might have a 10 per cent chance. I do not care 
whether it is only a 10 per cent chance, but I do not think we have the right 
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to do it. I do not think I have that right to do it to my own people, or 
to my own children, and I think it is abundantly wicked that the thing should 
be so bluntly done. According to the publicity concerning the Canada pension 
plan everything seems to stop at the end of 20 years. 


Hon. Mr. SMITH (Queens-Shelburne): I wonder if the witness would 
mind explaining his chart to us, and what is significant about it. We cannot 
see it too well. 


Mr. Ruse: I am very sorry. I shall do so. I had hoped to get it duplicated 
but it would have cost so much that I stopped there. These are percentages, 
one, two, three, and so on up to 10. This is the combined employer and em- 
ployee tax rate which starts at 3.6 per cent, and I have for the sake of this 
chart assumed that it will continue for 10 years, because this is an assumption 
which I believe Ontario has included in its material. 

He then gives projections of possible low cost and high cost percentages. 
He gives a lower limit and an upper limit, and that of course is escalated ac- 
cording to formulae. He says that it could be as low as is shown on this graph. 
The graph shows the 3.6 level, which would rise to over 5.0. That seems to 
flatten out at somewhere just under 5 per cent. That is the low cost line on the 
graph. This is associated with the 3 per cent increase in the earnings level, with 
which I know you are all familiar. 

Then you will see the line for the high cost projection. I think the conten- 
tion of the actuary is that the truth perhaps lies somewhere between the two, 
but he still does not know; and you do not know, nor do I. 

The chief actuary is a very capable actuary. I do not know Mr. Clarke very 
well, but I know he is reputed to be a very sophisticated and excellent actuary. 
We are most fortunate to have him as chief actuary of Canada and as adviser 
to this committee. He says it could be there; that is his contention. 

Actually, most of the statements made by government spokesmen speak of 
a projection of 20 years or so, and you will see the graph is marked and shows 
what happens or what is projected to happen when 20 years have passed. Most 
of the comments made by government spokesmen stop there. The public do 
not know about this other side of the graph, which is a projection of what 
will happen after 20 years. 

There have been references to this plan, of course, in the press, and we 
have seen that the figure could be raised by about one third in 20 years time, 
and it may be somewhere around 44 per cent. Nothing has been said about the 
possibility of it being increased to 10 per cent some day, but one should keep 
that possibility in mind. 


Mr. FrRAnNcIsS: And it might be less also. 


Mr. Russe: It could be less also, yes. It is unpredictable, sir. 

I think the actuary has probably to compromise somewhere. He says, “This 
is my high cost; this is my low cost’’, and these are shown on the graph. I would 
think that perhaps as good a guess for you gentlemen and for the government— 
and for the opposition parties too—would be that it could be half way. I leave 
it to your imagination to see what might happen in that chart. 

Then on this chart one sees the four funds that have been projected by 
your chief actuary. Again, these are shown in billions of dollars. There is a zero 
line in the middle, and there is the plus $14 at the top and minus $14 at the 
bottom. These charts really tell us what will happen if the rate of contribution ~ 
continues at 3.6 per cent. 

As I have stated, government releases about the Canada pension plan have 
usually mentioned a period of up to 20 years from now, 1985, which is about 
the peak point—and, again, I think our provinces can well use the money 
for social capital. We do need more schools and hospitals and such things. But 
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I wonder if it is any wiser for government than it is for you or me to say that, as 
family units, we will go deeply into debt for 25 or 30 years and then, thereafter, 
pay it back very quickly. We will have to pay it back very quickly or we will 


have to raise the contribution rate. I do not think that is right for us. I do not - 


think it is morally right for us by legislation, to impose, that sort of burden on 
our children. 

What the public has its eye on is, in our society, a combination of improved 
old age security, reenacted through the Canada pension plan, and ther things. 
This is what the public has its eye on and, indeed the vote in the house on 
the second reading was a clear indication from a political point of view of the 
fact that it is impossible to go back; but from the point of view of the public I 
think it is abundantly clear that we must go back, and in my own heart I 
think it is necessary to go back on this. This is no more a good thing 
for a government to do than it would be for you or me or anyone else; 
it is not good to accumulate great debts over 25 or 30 year periods and then 
to suddenly say, “We’ll now have to pay them back quickly.” By legislation 
passed today we will be saying that our children or our children’s children will 
have to pay 25 per cent. 

Again, I have gilded the lily and perhaps exaggerated the figures, but 
here are the actuary’s figures. In 20 years time it will be 5 per cent or it could be 
6 per cent, but later on it goes shooting up. This is what is happening to the 
United States system, you know. 

I have to beg your indulgence. I am very sorry for the bluntness of my 
presentation. However, I feel there is no other way, Madam Chairman, Mrs. 
Rideout and gentlemen, to get my point across. I have been much more blunt 
and I have been much more rude in this matter than is my wont, but I have to 
make the point to you at least to satisfy my conscience that I have done my 
best and said what I can say. 


I thank you deeply for the opportunity you have given me to appear before 
you so that I have been able to get this off my chest, because it has been there 
simmering for some two years. I am frightened of this thing. I think in our type 
of society, a free enterprise society, a laissez-faire, aggressive society, a society 
whose strength lies in that aggression which makes a bigger pot of money to be 
divided among all of us, this upside down approach to take care of the aged 
is wrong. I do not think it is the function of government. Government has other 
things to do—and what a complex and demanding job you have. Govern- 
ment’s job is to make the productive capacity of this country high. We should 
be concerned with enabling people with low wages to bring up a family, because 
they are not getting enough. When you think about it you will realize that the 
old peole now get $900 under old age security—and I would like to see them 
get more, but when you compare that with the per capita income of many, many 
very important people with their productive capacity toward the gross national 
product, you will realize that this is a rather shameful situation. No, I withdraw 
that, I will say rather that we should concern ourselves with other things. 


We have done a lot with old age security; let us do some more, but let us 
not get to the point where we are going to have government cheques going out 
to the most strong economic groups, the union force who are making $5,000 or 
more, the foundation of the industrial capacity, the automobile workers and 
workers in other big factories. They are going to get cheques for $179 whereas 
poor old Joe is going to get $75. That does not seem to me to be the function 
of government. 

I do humbly apologize for the bluntness of my presentation. I used to be 
a Liberal; I will be frank with you. I was a Liberal and I changed to Con- 


servative—and I may change back to Liberal again if you will just abandon © 


this thing! 
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_ I have to fight for this and all I can do is ask you to consider my views. I 


do not think this is a socially desirable thing. You have the idea—and I think 


it is a great tribute to the private carriers—that a group pension approach to 


_ the problem of old age is a matter for government. You thought that they have 


done a wonderful job, you said it was a wonderful thing they have done, but 
they have not picked up the poor people. You are going to pick them up with 
your plan, but you do not pick them all up. The less money people are making, 
the smaller pension they will be getting; the thing just does not make sense 
to me. I think it is a wicked thing, frankly, and I say this to you bluntly. 
So I now lay myself open to being ripped right apart. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much, Mr. Ruse. 
I am sure we are all very much interested in what you have said. Your great 
interest in the subject you are discussing is very evident to us. We realize 
this is a very unselfish point of view you are taking. 

Mr. RuSE: May I make one more comment? 

I would like to tell you that I became so concerned about this thing that 
I did something that does not come very easily to me. I am probably the 
funniest looking witness you have had— 


Hon. Mr. Crouu: I thought the most handsome! 


Mr. Ruse: How nice of you; thank you, sir. That has never happened to 
me before so excuse me if I am unable to go on for a minute. 

I have made it my business to talk to the little man on the street. This is 
what counts. As a matter of fact, I came over from the Lord Elgin in a taxi 
and I talked to the taxi driver today. I have been doing that sort of ane for 
two years. I talk to the man on the street. 


Mr. FRANcIsS: Some of the rest of us have done so too. 


Mr. Ruse: The man on the street does not know about this. I never put 
myself up as an expert. I am a threadbare looking type usually, but of course, 
I am well dressed for this committee today; usually I am quite a common look- 
ing person. I say to them, ‘‘Good morning. The weather is good today’, and 
then I can tell whether it is an approachable type or not. I only have a 
minute’s conversation or so, I say, ““What’s all this about the Canada pension 
plan? Is it a good idea?” “Sure it is a good idea’, they say. You see, any 
marrying of the words “government’’ and “pension” is a good idea to those 
people. It is to me too, but I get a little more sophisticated about it, and I hope 
you will too. So then I say, “I have a friend who I think knows things about 
this, and you know what he tells me? He tells me this is not going to pay 
anything to all the old folks. You know, there are about a million of them 
getting $65 a month.” It was $65 when I started this thing. Then I used to get, 
in the simplest terms, two answers. One would be ‘Nuts’, and the other, 
“They wouldn’t do it.” 

I did not carry on the conversations; all I wanted was opinions. I might 
say to someone else, with the same sort of lead in, “You know, the funny thing 
is that a friend of mine tells me they are going to tax my first dollar of wages— 
and yours too.” Of course, now you have the $600, which I think is lousy, but 
still it is better than nothing. “They are going to put the money in the pot 
and divide it up among the population in such a manner that the Joes who 
made the most money and had the best jobs and the best job security are 
going to get the biggest cheques. The guys who have less are going to get 
smaller ones. As a matter of fact, my friend tells me there are a whole bunch 
of people like the people you see here, people in little jobs who are not going 
to get a cent out of it.’’ Again, the same answer; basically, you get the same 
answer: “Your friend is nuts” or, “They would not do it.” The odd time they 
have said: “It is not going to hurt me; I am all right.” 
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Hon. Mr. Crouu: Well, if enough people say your friend is nuts do you 
not start to believe it? 


Mr. RUSE: Well, sometimes I think I am nuts. A lot of people think I am 
overly worried and concerned about coming here; they say: “The thing is 
established; what are you worried about?” I do not know, perhaps I am 
crazy, but I felt I had to say what I have. 


The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much, Mr. Ruse. 
Some members wish to put questions to you at this time. 


Have you a question Mr. Chatterton? 


Mr. CHATTERTON: I too commend you for the honest sincerity with which 
you have made your submission. Not often has evidence been given that 
people generally do not understand the plan. I too have found out that people 
do not know what the plan provides. I am impressed and very much con- 
cerned that very many of the old people think they are going to get some 
benefit out of this. 


Mr. RUSE: Yes. 


Mr. CHATTERTON: Are you aware of any statements made by members of 
the government—and I am referring to public statements—clearly showing 
that this plan does not help those who are retired or those who are widowed. 


Mr. Ruse: I am sure that this is being done. If I might use the words 
“government spokesmen” I am sure that there are some who have been quite 
honest about this. As a matter of fact, I read an account in the press—and I 
cannot remember the name of the government spokesman in this particular 
instance—of one who was quite frank when speaking to a group of older 
people, when he said there was nothing in it for them as such, directly; he 
was referring to the present aged. 


Mr. CHATTERTON: But I am referring to your opinion, generally speaking. 


Mr. RusE: But, generally speaking, that is so. A lot of these reports are 
not made with any intent to be unkind or to be accusative; it is a fact of life 
that the press have reported on certain aspects of this. I spoke to two editors 
of newspapers some time ago and I was amazed that neither of them really 
knew what was going on. These were two different editors for whom I have 
the most sincere admiration but they just did not understand the plan. And, I 
doubt sometimes whether the feed out from government sources has been quite 
as complete as it might be in this regard, as a result of which you run into 
this sort of thing. 


I have a number of clippings, with which I do not wish to bore you. I 
have a four page series, which was going to analyse the Canada pension plan 
for the man on the street. Written in a popular newspaper was a big head- 
line: “What will the Canada pension plan do for you?” or something to that 
effect. There was a lot of text and underneath it there was this question—as 
I say, under this big headline, which people always read: “Who is covered?” 
This only happened this year. The answer was: “Everyone in Canada’. Now, 
what kind of an impression does that create. Now, you really cannot blame 
the editors and the newspapers for doing this sort of thing when we have 
such statements made as have been quoted here today. 


Mr. FRANcIS: I have a supplementary question. I wonder if this statement 
was made at a time when the plan was first proposed, when there was going 
to be $10 a month added on the old age security as part of the measure. 


Mr. Ruse: This is in the August, 1964 white paper, too. Exactly the same 
words are repeated in there. 


The CHAIRMAN (Hon. Mrs. Fergusson): Have you a question Mr. Cété? 
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Mr. COTE (Longueuil): Yes, Madam Chairman. When you retire at the 
age of 70, Mr. Ruse, and you get $70 or $75 plus ae as you propose, would 
you be happy to ae on that amount? 


Mr. Ruse: I would think that my children and children’s children would 
have done a very good thing for me. I think that would have been very nice. 
I like the broad basis of old age security. I do think that invading the first 
dollar or the first dollar after $600 is a good thing. As the tax foundation 
puts it, it is the last remaining source of taxable income. I do not think it is 
a legitimate one. I think these people are having too hard a time as it is. 
But, I am not answering your exact question. 

Mr. COTE (Longueuil): I am asking if you personally would be happy 
when retiring at the of 70 to receive $75 plus $20, as you have suggested, 
without any other pension plan or other sources of revenue, or something of 
that nature. Would you be happy to live on that amount? 

Mr. Ruse: Well, it is difficult to answer that because it is very difficult 
for me to project myself into that situation. I would say if I were a poverty 
stricken person and arrived at that point with no wealth whatsoever of any 
kind that I would feel that $75 was not very much and that I should get 
more. 

Mr. Cote (Longueuil): Would $95 be sufficient? 

Mr. Ruse: But, at the same time I think you will have others saying: 
“This is fine; I can get along all right on that amount.” But, perhaps this is 
a person who has been receiving money from his family. 

Mr. COTE (Longueuil): I am referring to people in your category with a 
good income all their lifetime. And, I am sure you must have a private 
pension? 

Mr. RusE: Yes, I have a private pension. This makes me a poor person 
perhaps to speak in this connection. 

Mr. CéTE (Longueuil): But you would not be happy to live on $95 a 
month? 

Mr. Ruse: I would have to try if I had nothing else, and this is being 
done everywhere. I was rather impressed with one of these television docu- 
mentaries where they go into various homes with television cameras. I am 
thinking of one in Winnipeg where they went into homes and spoke with 
retired couples. In one case they went into a men’s club where these gentlemen 
were having a nice time passing the evening, as it were, by playing cards and 
so on. This man interviewed them about the adequacy of $75 a month— 
although I believe it was $65 then—and mixed reactions were given. There 
was a married couple who were most grateful for it. They said they were 
getting along fine but they were worried if something were to happen to either 
of them, physically or mentally, any serious illness. But, they said: “We get 
along.” This particular couple have a modest little place with a refrigerator 
and a gas stove. 

Mr. COTE (Longueuil): I think perhaps I had better put my whole ques- 
tion so that you can give a complete answer at the one time. 

Mr. RUSE: Yes. 

Mr. COTE (Longueuil): There are many categories of people; there are 
the poor people, those wo do not earn $600 a year. 

Mr. RUSE: Yes. 

Mr. CotTE (Longueuil): They will be very happy to receive more money. 
If they get a pension in the amount of $75 or $95 they will live better on 
that amount than they have lived during their lifetime. 


making $5,000 and has a wife and two children. That is a pretty tight budget — 
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Mr. RUSE: It is quite possible, yes. eg pS, Goto Pac ene ke 

Mr. COTE (Longueuil): And, the wealthy people have enough to take care 
of themselves and they do not care. They are happy, or I assume they are. 

Mr. Ruse: No, they do not care. 

Mr. COTE (Longueuil): They are not concerned with the $75 or $95. 

Mr. Ruse: No. We tax it away from them. 

Mr. COTE (Longueuil): It does not bother them at all. So, old age security 
does not do anything for them. And, the poor people during their lifetime who 
do not earn $50 a week or something of that nature are taken care of by the 
government. 

Mr. Ruse: Do you mean through their working years? 

Mr. C6rTt (Longueuil): Yes. In many situations where the people are un- 
employed or are receiving very low wages assistance is given to them by way 
of payment of their hospital and doctor’s accounts and so on. The provinces 
take care of them while they are living. 

Mr. RUSE: Yes. 


Mr. COTE (Longueuil): But, there are the people in between who make 
$5,000, $6,000 and $7,000 a year. 


Mr. RUSE: Yes. 


Mr. C6tTr& (Longueuil): They experience a great deal of trouble. Perhaps 
they might have some bad luck. However, because they do have a certain 
earnings capacity the government does not help them so much. 

Mr. RUSE: That is true. 

Mr. CoTE (Longueuil): And they have to pay for all their debts. 

Mr. RuSE: Yes. 


Mr. COTE (Longueuil): And they are unable to put any money aside for 
their old age. 


Mr. RUSE: Yes. 


Mr. C6tTE (Longueuil): I myself was on the labour force for 20 years before — 
I was a member of parliament. 


Mr. RUSE: Yes. 


Mr. COTE (Longueuil): I have worked for many different firms and I have ; 
worked for myself: I was my own employer but I never had a chance to con- | 
tribute to a pension plan. 

Mr. RuSE: No. 


Mr. COTE (Longueuil): Now, I am a member of parliament and I have a 
pension plan, but it will be 30 years before I receive any benefits. But, just 
the same, do you not think that we have to think of the people in the middle 
class who will retire one day with nothing, and they will have to be satisfied 
with $75 or $95. Do you not think we can give them a plan that will have them 
retire with $179 a month and that we will then have done something for that 
category of people? 


Mr. Ruse: Well, I appreciate that that is one of the underlying phi- 
losophies or objectives of the plan. But, it is not one with which I agree, and © 
I do not think that any amount of philosophy would persuade me to believe it. | 
I believe that a man who is making $5,000 a year is one of our more fortunate : 
members of society. On the average many of us or probably most of us are — 
fortunate. I am not saying that I have not any sympathy for a man who is 


to work within. But I would suggest to you that this government, or was it 
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the preceding government—I forget which—in 1957 amended the income tax 
and put in section 79 (b) to allow those people who were not in a pension plan 
to get practically the same concessions and privileges which employees re- 
ceive in a group pension plan. That was a very wonderful thing that was done 
in 1957. But, strangely enough, it seems that after that not as many people 
took advantage of it as should have. 


Mr. COTE (Longueuil): Because employers do not pay part of it. 
Mr. RUSE: This is quite true. 
Hon. Mr. CROLL: You are talking about the savings plan. 


Mr. Ruse: This is a retirement savings plan; that is true. I think it is a 
very wonderful thing you did. I do not know how far a government should go 
in caring for people who earn above $5,000, which is above the average earned 
income in Canada. 


Hon. Mr. Crouu: Mr. Ruse, that amendment was put in mostly for the 
professional people who reached a peak and then did not have an opportunity 
to make any savings because they were then on their way down and their 
taxes were such that they were unable to save. That was its purpose. As a 
matter of fact, it is almost exclusively used by professional people; it does not 
touch the sort of people Mr. Cété is talking about. 


Mr. RuSE: That may be true. I have not seen any analysis of the occupa- 
tion of the participants in that plan, but those were the people who said, “We 
have a problem.” By solving the problem for themselves they opened up a new 
avenue. The man who makes $5,000 a year would have a taxable income of 
probably $3,000, or $2,500 if he has two children. If he makes $5,000, he gets 
$1,000 for himself, $1,000 for his wife, and how much does he get for his 
children? 


Mr. C6TE (Longueuil): Three hundred and fifty dollars for each child. 


Mr. RuSE: Let us say he makes enough so that his taxable income is 
$2,500 a year. He pays around 22 or 25 per cent. That is a considerable saving > 
to him. 

Hon. Mr. CROLL: Yes, but he is on a very tight budget. 


Mr. Ruse: All right. I do not think that that particular aspect has too 
much to do with it. I will withdraw my observation. 

Mr. CoTE (Longueuil): But this category of people are Canadians just 
the same. They are paying income tax, they are working, and so on. Do you 
not think they have the right to ask the government to make legislation to 
help them in their old age? 

Mr. RuSE: Do you think the government should compel a man who makes 
an above the average wage in the community to get into a plan? Do not forget 
this is not just for today, it is for ever and ever. If you look towards the United 
States you will see that their rate is now 73 and it is going up to 83 or 94, and 
probably the ceiling will go up. You are not legislating just for those people 
today; you are legislating for the worker who will be making $5,000 in the 
future, 20 or 30 years from now. The actuaries show you what happens. 

Mr. CétTE (Longueuil): Everybody who participates in the plan will have 
benefits. 


Mr. Ruse: Make it voluntary. 

Mr. COTE (Longueuil): Why? 

Mr. Ruse: I do not see why the government should be their brother’s 
keeper to a person who has above the average income. 


Mr. CotTE (Longueuil): It is not only designed for those who have above 
the average income. 
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Mr. Ruse: Mr. Cété, you and I have completely different opinions on this 
matter. There is nothing I can say to change your mind and there is nothing 
you can say to change my mind. We can go on debating all day. I do not 
want to be rude. 


Mr. COTE (Longueuil): All the witnesses that have been before this com- 
mittee, the unions, the teachers’ associations, the workers’ associations, have 
been in favour of this plan. 


Mr. Ruse: They do not know these things. Nobody told them these things. 
Hon. Mr. Crouu: Were you here last week? Were you here last night? 
Mr. Ruse: No, sir. 

Mr. AIKEN: I do not think Mr. Cété made a proper observation. 


Hon. Mr. Crotu: The Canadian Manufacturers’ Association who represent 
a million and a half employees, the teachers’ federation who were here last 
night, the construction people who were here last night, they have all employed 
actuaries who have advised them. We can also say the Canadian Congress of 
Labour, as well as all the others, have employed actuaries. They have come 
and said so when we asked them questions. They have walked in here and they 
hip hip hoorayed. They said “There are a few things the matter with it but, 
go ahead.” 


Mr. Ruse: I do not think that my being an actuary has anything to do 
with my observations other than that it enables me to be a little more sophis- 
ticated than the man in the street. I do not like what I see and I am con- 
cerned about it. I think it is monstrous. I think it is dangerous. I think it is 
complex and expensive. Those adjectives are selected with the greatest care. 
If you like me to elaborate on each one, I will. 


Hon. Mr. Croutu: I do not think there are any left. 


Mr. AIKEN: Madam Chairman, I think Mr. Coté, though probably not in- 
tentionally, misstated facts when he said that a lot of the witnesses have come 
here and have said that this plan is just fine. I do not know of anyone who 
has come here without some criticism. 


Mr. Cott (Longueuil): I said they were all in favour. 
Hon. Mr. Crouu: In principle they are in favour. 


Mr. Munro: Can I ask a supplementary question? I think Mr. Ruse has 
continuously referred to the $5,000 being well over the average. 


Mr. Ruse: I do not think I did so continuously, sir, but Mr. Cété raised 
the point and I said that $5,000 was above the average today. 


Mr. Munro: My information would indicate that if we look at the figures, 
excluding females and the non-fully employed people and leaving only those 
males who work steadily throughout the whole year to support their families, 
the national average wage for 1964 was well over $5,000. 


Mr. Ruse: I admit that too. Let us take the average wage given to us by 
the actuaries. 


Mr. Munro: When you refer to the fact that we should not be providing 
for people who are well over the average it is worth while to know just how 
this average is made up. 


Mr. RUSE: This is a very valuable observation, I admit. If I may humbly 
suggest, I do not think you should knock down the $5,000 figure being above | 
the average. If you look into the year book and do some mathematics, divide 
a figure by another figure, it will give you this. ; 

Mr. Munro: When you look at this figure, you will see that $5,000 is 
less than the average for males who support families and work full time all 
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the year. You yourself have indicated, in answer to Mr. Cété, that even a man 
making $5,000 a year with two children is having a pretty tight squeeze. There 
are many more children than that in many families. When you consider these 
two points, surely you must feel that provision should be made for such cases. 


Mr. Ruse: I do not. I myself believe that in this great country of ours 
there are opportunities of accumulating wealth for a man who would put even 
$100 away in a sensible manner and according to his own taste and his own 
abilities. This does not have to be provided through a pension plan. There are 
lots of people who are going to retire in much better circumstances than I. 
I put a lot of money into a pension plan and into insurance so that I may be 
independent in my old age, but there are many people who have not approached 
it this way and who are going to be much better off than I in their old age. 
This is hardly a comparison. If you think I am suggesting that my fortunate 
situation has a parallel with those whom you are referring to, then I do not 
mean it that way. 

Mr. FRANCIS: I have a supplementary question for the record. I want to 
refer to the discussion appearing on page 1,615 in the report of the committee 
of the meeting held on Friday, January 22. We questioned Mr. Andras who 
represented the Canadian Labour Congress on what were the average payroll 
earnings. You will see in the proceedings a fair amount of detail regarding the 
average earnings, and I thought I would like to insert it at this point. 

Hon. Mr. Cro.tu: What did he say? 

Mr. FRANCIS: He pointed out that this is a good round figure as concerns the 
different categories in the manufacturing industry. In 1963, for a composite 
number of 750,000 people the average was $4,400. In September 1964 it went 
up to $4,600. He felt that projecting forward to 1966 the figure of $5,000 would 
be the average figure for the annual earnings in the manufacturing employment 
in Canada. This plan is not designed for the low income areas. I feel that other 
measures have to be devised to tackle the problem of rural poverty and other 
such problems. However, in this particular area of urban employment the pay- 
rolls of the manufacting industry showed that the figure of $5,000 is defensible 
as the average figure for the period we are projecting. 

Mr. Ruste: May I conclude from what you are saying that the government’s 
objective is basically to institute a plan of this kind which is designed to provide 
pensions for those people? 

Mr. FRANcIS: Up to average industrial earnings. 

Mr. Ruse: You were referring to 750,000 people. 

Mr. Francis: I would be happy to set it straight. 

Mr. RusE: You are suggesting that the government’s plan is designed to 
take care of them. 

Mr. FRANCIS: I am quoting the previous testimony of a previous witness, 
and for the record I would like to make it clear that in my opinion the plan 
should aim at portable pensions to supplement other measures for persons earn- 
ing in the manufacturing industry up to the average earnings. I think that the 
figure of $5,000 projected for 1966 at the beginning of the plan is a good average 
figure for this type of employment. 

Mr. Ruse: I accept that. 

Mr. FRANcIS: The plan is designed for this situation; it is not designed to 
tackle the problem of rural poverty, urban poverty or poverty in the Atlantic 
regions. I think that other supplementary measures will be necessary for these 
things, but the Canada pension plan is not designed for that purpose. 

Mr. Russ: I like the words “up to”, Mr. Francis. Again I am sorry but my 
figures are reliable statistics based on the 1961 census. The male population as 
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_the plan. So, it would have to be a conditional yes. I think my answer would 
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a whole earning under $500 was 4.6 of the total wage earners. Nine point six 
per cent earned under $1,000, and 20.6 per cent earned just short of $2,000, while 
36.2 per cent earned up to $3,000. Over on the female side, 76.6 per cent and up 
to but not exceeding earned $3,000. Those are the people with whom the govern- 
ment, in the kind of society in which we live, should be concerned primarily. 
This should not be “up to” but “down to”. The emphasis should be on the “down 
to”. 

Mr. CANTELON: Madam Chairman, I have a supplementary question to Mr. 
Francis’ comments. 

The CHAIRMAN (Hon. Mrs. Fergusson): It should be supplementary to Mr. 
Cété’s questions. 

Mr. CANTELON: I think it is. 

The CHAIRMAN (Hon. Mrs. Fergusson): Go ahead. 

Mr. CANTELON: I will ask it later. 


Mr. COTE (Longueuil): I have one last question, but first I want to say it 
was very flattering to members of the Liberal party for the Conservatives to say 
we legislate for many years ahead— 

An hon. Memser: But not well. 


Mr. COTE (Longueuil): I wonder now if you are still going to change parties 
because you suggest we should give flat benefits in this plan? It was for the 
opposition to take the flat rate benefits out of the plan during the last session. 

Mr. Ruse: Were you posing a question to me? 

Mr. COTE (Longueuil): Yes. 

Mr. Ruse: Would you put it a little more precisely? 

Mr. COTE (Longueuil): I just want to know if you are still going to change 
your party? 

The CHAIRMAN (Hon. Mrs. Fergusson): I do not think this is a question 
which should be asked of the witness. 

Mr. FraNciIs: I hope you will follow the vote of everybody on this com- — 
mittee very carefully before making up your mind on it. | 

Mr. CANTELON: I would like to ask Mr. Ruse whether he agrees with Mr. — 
Francis’ comments that this plan in effect is not designed to assist—if I have © 
not misunderstood what he said—the people who will be aided by the ARDA _ 
program and people in the low income areas. 

Mr. FRANctIs: I think I said there were problems of poverty in rural areas 
and that there may be some but not many people assisted in ARDA areas and 
in the poverty stricken Atlantic areas. Other measures will have to be designed 
for these people. 

Mr. CANTELON: Do you agree that the pension plan does not assist these 
people? 

Mr. Ruse: If they do get assisted, of course, it would be in proportion to 
their wages. It is the contributors, as it were, to the plan who will benefit from 


have to be sort of a conditional yes and a conditional no. ‘ 


Mr. CANTELON: I was under the impression that one of your criticisms to 
the plan was that these people were not very much helped by the Canada 
pension plan. " 

Mr. Ruse: The trouble is I am not sophisticated enough about what ARDA : 
does; if this is a poverty group, it does nothing for them. I think those are 
the people, and I am very heartily in agreement with Mr. Francis. I do not 
know whether or not you are talking about people below or above retirement 
age. If you are talking about people below retirement age, it will not do any- 
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- thing a5t) fans for many Leds. but me are going to be in need of help. 
_ This is what ARDA, and so on, does for them. 
ae ner FRANCIS: You are saying we should be doing other things rather than 
is? . 
Mr. RuSE: Yes. The ioral government over the years has done quite a 
good job in trying to pinpoint the needs of the people. This is the first im- 
‘portant area in which I have seen the Liberal party move away from the 
principle that what we are concerned with is poverty and unhappiness today. 

Hon. Mr. CroLu: You must talk of parliament and not the Liberal party, 
because this is a parliamentary measure rather than a Liberal measure. 

An hon. MEMBER: No, no. 

Mr. AIKEN: The bill is a government measure. 

Mr. FRANcIS: The government is a minority government. 

Hon. Mr. CROLL: It came here from parliament on an unanimous vote. If 
my friends think I am moving them a little too close to the bill, it is because 
I thought they wanted to be joined to it. 

Mr. Ruse: I thought this was not perhaps intentional, but that it was at 
least an unintentional form of blackmail. I think this discussion should have 
taken place before the second reading. I am being frank with you. I hope you 
will respect me for being frank. I may be misguided, but I must be frank. 

Mr. AIKEN: The official opposition tried to have it referred to a committee 
before second reading. 

Mr. FRANcIS: Nobody held a gun to your head when you voted. 

The CHAIRMAN (Hon. Mrs. Fergusson): Is this in answer to a supplementary 
question? 

Mr. CAMERON (High Park): It is an interjection. 

Mr. Gray: If what Mr. Aiken says is true, I am surprised to see you had 
so little strength of character. 

Mr. Ruse: I must apologize. It is my sincere opinion. I did not say it 
was intentional. With this uninformed feeling across Canada in favour of the 
Canada pension plan, I think it would have been most difficult for any politician 
of any party not to have voted yea on the second reading, because that would 
have been completely misunderstood. I did read some of the proceedings. They 
pile up and I do not read them all, but I did read a bit of this. There were some 
excellent views expressed by people who I know voted yea at that time, but 
who at the end of the day said they did not know whether they believed in it 
but they could not afford to vote no because the public would have misunder- 
stood them. 

Mr. AIKEN: I have a point of personal privilege in respect of certain re- 
marks made by Mr. Gray, if I heard them correctly, and I hope he will withdraw 
them. They were the most unpleasant remarks which have been made in this 
committee. I do not take offence, but he made remarks, as I heard them, which 
were offensive. 

Mr. Gray: If you consider them offensive, I withdraw them. 

The CHAIRMAN (Hon. Mrs. Fergusson): I think we should continue with our 
questioning. Mr. Lloyd is next on the list. 

Mr. Luoyp: Mr. Ruse, may I say I thoroughly enjoyed your approach to 
this problem. I think you are speaking to us more as sort of a practical social 
scientist rather than as an actuary. 

Mr. Ruse: Absolutely. 

Mr. Luoyp: You really are not quibbling with the calculations made by the 


staff in their effort to provide this plan? 
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Mr. Ruse: I think they have done a wonderful job. I think the bill is a 
wonderful job, although it is very difficult to read. 


Mr. Luoyp: You have given your observations on the whole question of 
social assistance as you see it and your concern is that the relationship between 
wage related benefits and public social assistance programs may get out of 
alignment. What you are Saying in effect is that we should be doing more for 
the poor people of Canada right now than we are doing and that the $75 a 
month is inadequate. Are you saying that? 

Mr. RUSE: I would not like to say it is inadequate, because I think you are 
a better judge. I do interest myself in it. I would like to see it larger, but I 
think the whole problem is one of priorities. As I see it, this is a leading ques- 
tion. The point is that our society is riddled with people in need of help. They 
are not just the people getting $900 at age 70 or over. 

Mr. Luoyp: At the moment we finance primarily the cost of old age security 
with a 3 per cent sales tax, 3 per cent on private incomes and 3 per cent on 
corporation taxes. 


Mr. RUSE: Yes. 

Mr. Luoyp: This yields a certain volume of funds and was designed roughly 
to equate the cost of providing the old age assistance. Are you saying that if the 
government feels it can justify additional taxes on individuals and on employers 
equally that this money should be used first to improve old age security? That 
must be it. 

Mr. Ruse: Conditionally, yes; it is a priority if we are going to do some- 
thing more for our older people which I favour very much. Frankly, I very 
much like the thought I had that it get a little larger as you become older, more 
senile and more dependant on other people. I make a very good salary, but I 
never inherited any wealth in this country. I do not have anything except that 
which I gained myself as a salaried employee. Somehow or other I never have 
been very ventursome. However, when I go visting up in Muskoka I see 
people who have earned income of much less than my own, and I see they have a 
cottage, an expensive motor boat, and belong to the Muskoka Golf Club. 
I know they do not make as much as I do. I think this Canada pension plan 
is tapping wages and so on; I think it is lacking and that we have to make it 
more balanced. 

I think we are feeding this by taxing the poor labourer. If a capital 
gains tax is the only way, we do not want it. The only way we can get it is 
through a sales tax. 

Mr. Lioyp: Whatever be the way, Suppose you were the minister of 
finance and you chose the sales tax. You are still avoiding my question which 
is a very simple one. I say: If there was a political possibility of acceptance 
with additional taxes in some fields it would produce money for the treasury 
of the national government, and you say that that money should go towards 
old age assistance. 


Mr. RUSE: Yes, and not for the Canada pension plan. 

Mr. Luoyp: You say it should not be used for a wage related plan. 

Mr. Ruse: That is correct. 

Mr. Luoyp: In effect you are against the government engaging in any wage 
related pension plan. 

Mr. RuSE: That is right. 


Mr. Luoyp: Is that not in essence your submission, and therefore any 
gaps which might exist between a private pension plan and the social asa 
sistance program should at least not be occupied by the government. 
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Mr. Ruse: I say that a wage related plan of the kind we have here is not 
the function of government. 


Mr. Luoyp: Do you know of any kind that we should adopt? 


Mr. Ruse: I know of no wage related plan presently evisaged, because 
if you have a fully funded plan it means the accumulation of billions of dollars 
in resources which are away beyond this thing, and basically there is nothing 
to it. It is all right if we could get into it, if we had a fully funded plan, but 
you would have to invest that money, the billions which had been built up; 
it would have to be invested in private industry and you would, therefore, 
have government controlling private industry, and that is something which is 
repugnant to our type of society. So if anything is to enter the field of welfare, 
it should be on a pay as you go basis every day with the qualification 
that you are not going to legislate benefits for your children and your 
children’s children which will require them to pay relatively more than I 
am asking myself to pay. 

Mr. Luoyp: You have made yourself clear without the additional observa- 
tions of how the fund should be invested. That is beside the point. But how do 
you view the provincial government’s efforts to achieve portability with private 
pension plans? Do you think this is a good thing? 

Mr. Ruse: I do not know. I have come here with a brief which has to do 
with my theory concerning the Canada pension plan and its bearing on O.A:S. 
Must I traverse into the provincial field? 

Mr. Luoyp: No. One of the purposes of the Canada pension plan is to 
provide portability to workers in Canada. Do you agree that portability of 
pensions is a good thing and that the government should be concerned with it, 
or are you against portability? 

Mr. Ruse: I am all for portability. But I wonder if you are inviting me 
to say yes in order to make it seem that I was giving a blessing to the Canada 
pension plan. 

Mr. Luoyp: No, I am not trying to do that at all. Perhaps I can convince 
you that I am not trying to trap you in my questions. I happen to come from 
a part of Canada where unemployment is very high. When I come to parlia- 
ment from the maritime provinces I do not forget about conditions in that 
part of the country. 

Mr. Ruse: I am sure you do not. 

Mr. Luoyp: And when I am pursing my questioning of you I am trying 
to do what I can for that part of the country in concert with the rest of the 
nation. I am not trying to catch you in my questions. 

Mr. Ruse: I must be careful that I do not, for the records, sound if I were 
giving a blessing to the Canada pension plan. 

Mr. Luoyp: All right, we have cleared that up. May I ask you if you would 
eare to do this for me: I have noticed that there are two kinds of funding 
of private pension plans; there is the underwriting operation, and there is also 
the trustee plan. In the case of the trustee plan, if I understand it correctly, 
the contributions of the employer and the contributions of the employee, ex- 
cept for the cost of administration, are fully invested, and each individual 
eventually is identified with the fund and with the accumulation, to receive 
annuities in fact, or to receive a pension. Is this not precisely the same way in 
which the life insurance companies operate their funds, or do they do it 
differently? 

Mr. Ruse: They do it precisely that way. I take it you are speaking of 


group pensions. 
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‘Inde Mr. Luoyp: Yes, I am speaking about underwriting plans which they con- 
foe. duct in exactly the same way. ‘ i Aa oa): 
ane _ Mr. Ruse: I would Say yes to that, although I am not a group pension man. 
ing Mr. Luoyp: But you do represent some insurance company. 
ae Mr. Ruse: Yes. But as we get big, we become pretty specialized, and I am 


vt Mr. Luoyp: In the case of the underwritten plan, suppose there are capital 
gains. Where do these funds go? Are they treated as profits to the under- 
3 writers? I refer to the net of capital gains and losses. 

Mr. RuSE: This is in the investment transactions of the insurance company. 


Mr. Luoyp: But the underwritten plan, whether it be conducted by an 
Insurance company or by any other type of company, would have to do it in 


. Mr. RusE: Any capital gains or costs or losses for that matter are part of 
the growth in the funds for the company as a whole and normally these, of 
course, would be shared by all the participants and policyholders and group 
pensioners, 


Mr. Luoyp: If there were to be a capital gains tax, the insurance com- 
panies would find themselves in trouble, would they not? 
Mr. Ruse: I do not know what you are getting at. I do not think it has 


any bearing on this particular issue. I do not like the Canada pension plan, 
but please do not get cross with me. 


Mr. Ruse: Then please do not put it in. 

Mr. Luoyp: [ honestly say quite frankly that I do not agree with the con- 
clusions you have drawn. 

Mr. Ruse: I would be delighted to pursue your line of reasoning if there 
were some relationship between it and the particular problem I am dealing 
with having regard to the Canada pension plan. Is there some similarity? 

' Mr. Luoyp: One actuary who came before the committee attacked the 
sovernmeni’s funding of the operation and said it was wrong. I think in essence 
he criticized a publicly financed pension scheme. 

Mr. Ruse: Yes. 

Mr. Luoyp: And he tried to indicate there were no funds to cover a future 
liability and therefore it was actuarially unsound, and therefore it was a wrong 
thing. 


a pay as you go basis. 


a _ what they originally proposed. 


— 
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Mr. Luioyp: In other words, you would like the Liberals to go back on 


Mr. Ruse: I would like to see the Liberals go back to the 1950 Kine! Lesage 


_ discussions and say: ‘‘We think we can give more and do it better in the field 


of old age security, and give it the name of Canada pension plan, and let it be 


financed by the resources of this nation and not from the first dollar of wages of 


- the poor people in your constituency. 


Mr. Lioyp: With a 3.6 per cent split between the employer and the em- 
ployee. Thank you. 


The CHAIRMAN (Hon. Mrs. Fergusson): Now, Mr. Aiken. 


Mr. AIKEN: Madam Chairman, I have a number of questions arising out 
of Mr. Ruse’s statement, and I would like to ask him one question. I see it is 
getting late. I address my question to him as an actuary not as an humanitar- 
ian as he has presented himself to the committee today. One of the things you 
have raised which has not really been pointed out before is the long range 
economic, or at least the long range actuarial, results. 


Mr. Ruse: Are you referring to this? 


Mr. AIKEN: Most witnesses have discussed this problem with us, projecting 
it to 20 years, but very few have gone beyond that period of 20 years. Do I 
understand it is your belief that after roughly 20 years there will be a drastic 
change in the financing of this plan, necessarily—an increase in premium or 
else a deficit position? Is that what I understand from your graphs? 


Mr. RusE: That is correct. 
Mr. FrANcIS: I think it was indicated that it was unpredictable, also. 


Mr. Ruse: Yes, that is right. I think that is a very good reason for govern- 
ment to be very frightened of it. Your actuary has made a prediction of a 
low cost and a high cost. I think he is a very sophisticated and excellent actuary, 
and I think he knows, but he has no pipeline to the Almighty who can predict 
what is going to be happening 20, 30 or 40 years from now about fertility and 
immigration and all that. We may be on pills by that time! 


Mr. AIKEN: You base your conclusions on actuarial tables and partly on 
the experience of the United States with OASDI? Is it your opinion, regardless 
of what has been presented by other witnesses, that after 20 years there nec- 
essarily will be an increase in premium? 


Mr. Ruse: In the rate of contribution? 
Mr. AIKEN: Yes. 


Mr. Ruse: Definitely. Definitely, but I would not like to say that the gov- 
ernment spokesman, Mr. Gordon, did not say this. He said it here. He said 
that somewhere around the end of 20 or 25 years of operation, or something 
like that, there would have to be a readjustment upwards, not necessarily in 
excess of one third of 3.6, in other words 4.5. What bothers me is that Mr. 
Gordon stopped there. He is a man I greatly admire and I enjoyed his book 
very much; and I wrote and told him so. I objected strenuously, however, to 
the idea of loaning money to provinces. The provinces are having a tough 
enough time now with municipalities in keeping their heads above water. The 
urban municipalities are going into debt too fast. 

I do admire Mr. Gordon. He is a very, very able man. But that does not 
mean I agree with him. I enjoyed his book. He stopped after 20 years and never 
told the house what would happen after 20 years. I do not think he actually 
needed to do so because I think the house could have obtained the actuary’s 
report and read it, and that part of the actuary’s report is really quite simple. 

I have not even bothered to try to follow his numerous pages of appendices. 
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I read the first part of it, and that was enough to tell me that I do not like this. 
I do not like it at all. . 

Mr. AIKEN: You yourself believe that after the 20 year period which has 
been so clearly outlined, when this becomes somewhat a pay as you go plan 
there will be a crisis in the plan? 

Mr. Ruse: Absolutely, and a very, very significant one too. You see, the 
United States is now jumping its tax rates because the fund grew like Topsy. 
It has been in force 30 years. It grew like Topsy, and then it started to level 
off, and now it is going to go down. They cannot afford to let it go down. 
I certainly do not feel that a provincial government can afford to let it down— 
nor can the federal government. They are a partnership. They will have to 
raise the rates but they may not raise them soon enough, and therefore it will 
become more difficult later. 

The substance of my objection is that however it happens, some increase 
will be required in the rate, and I say that you and I and all of us have no 
right to legislate something that will require a higher rate of tax on future 
generations than that which we are prepared to pay today. 

Any wage related plan that matures gradually, such as this plan and 
such as the old age security, is bound to create that problem. I think that 
instead of looking south of the border and saying in a humble way what a 
woncerful job they have done, looking up to it, we must remember that they 
walked into it and enacted it in the depth of the depression in a heck of a hurry. 
And once you have done it you have to live with it. You will not find any 
citizen of the United States criticizing the plan openly, but when you get to 9 
per cent or 10 per cent, $500 a year with maximum benefit of $127 pension, the 
employer and the employee could do a lot more just by putting it away into 
business or bonds or stocks. To heck with the insurance companies. There are 
many Many ways in which people save money. It is a serious problem. They 
have lived with it and it is accepted as the American way of life, but I do 
not think we should do the same. 

Mr. LLoyp: I thought we were confined to the Canada pension plan. 

Mr. Ruse: I am confined to my brief. 


Mr. Lioyp: I respected your desire to stick solely to the Canada pension 
plan and I dropped my line of questioning that went outside that plan. I would 
ask the witness to do precisely the same now. 


The CHAIRMAN (Hon. Mrs. Fergusson): Are there any more questions? 
Mr. RusE: This is in my brief. 


Mr. Luoyp: Then I am sorry I did not read the brief more carefully. I | 
would not have let you off the hook so easily! : 


The CHarrMAN (Hon. Mrs. Fergusson): We did not have time to read 
the brief, Mr. Ruse. 

Mr. Ruse: I am sorry it was late. 

Mr. KNOWLES: You have made it very clear that you are opposed to the 
Canada pension plan. I will not try to force you to say anything else. You have 
also made it very clear that you like the old age security act. You like the job 
the King-Lesage committee did in 1950. Senator Croll and I never miss an 
opportunity to enjoy these remarks. He and I can both tell you that it was not 
easy in that committee to reach the recommendations that came out of the 
committee. 

What does interest me is the number of people who have sat in that chair 
and have preached a measure of good, old time socialism. You have declared 
yourself as a free enterpriser, and yet you like, in old age, the equality of old 
age security. There have been many like you. It is a very attractive proposal. 
As I say, asa long time socialist I welcome you to the club. 
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Mr. Ruse: Well, thank you. 


Mr. KNOWLES: What I would like to ask you—and perhaps I should have 
put this question to everyone who has been extolling the virtues of equality in 
old age—is why do we not continue this and do it right across the board? 
Why do we not stand for equality in working years as well? 


Mr. Ruse: I see. I would suggest to you, sir, that my view or my estimate 
of the great strength of our free enterprise, capitalistic, private property type 
of community is in the aggressiveness of this type of community. 


Mr. KNOWLES: And in the inequalities of producers? 


Mr. Ruse: May I fill in that gap later? I would suggest to you it is a 
rather harsh sort of society in a way, but it is a very effective type of society 
in creating the gross national product, if you like, or the bread-basket or 
whatever you like to call it—the automobiles and so on. This is what it does. 
Therefore, there is more to share. But in the process of doing this I believe we 
have injured a lot of people, although not intentionally. They just have not 
been mentally and physically alert enough or strong enough or aggressive 
enough or dedicated enough. 


I have put myself through university, and there are hundreds of others 
who have done the same. I worked overtime during the summer holidays to 
do that; and so have many others. My father wanted me to be a farmer, but 
if I had stayed in southwestern Manitoba—where the oil wells are, but our 
property did not have any—I would have done none of the things that I have 
done in my life. I came from a part of southwestern Manitoba where they turned 
the buffalo grass over in 1835; it just blew. So, we were very very poor. 
However, let me get back to my point. I think we have injured these people. 


If that is socialism, I am for it—that is, if you do have the free enterprise 
fight and the man gets the food from the point of view of his wages and what he 
can do in this society through investing in property or whatever it may be. But 
in that process he must take care of certain things. It is a form of Christianity. 


Mr. KNOWLES: You have told us that this type of free enterprise society 
is harsh, that it does injury. You want to correct this injury in old age; but I 
hope you will carry the socialism further and correct is at a much earlier age. 


Mr. Ruse: That is a very pontifical observation to make. I am not a very 
good Christian. I try to be a good Christian but I do not think I am a very good 
one. I fight with my wife! 


The CHAIRMAN (Hon. Mrs. Fergusson): Are there any other questions? 


Mr. Ruse, I would like to tell you that we appreciate having had an op-— 
portunity to hear you present your brief. I think we appreciate your tremendous 
enthusiasm in support of your own individual reaction to the Canada pension 
plan. Some of the things you brought out were of special interest. As Senator 
Croll told you, we have had other witnesses suggest to us that higher benefits 
should be paid to people as they increase in age, but I do not think that anyone 
ever suggested the exact formula you have suggested, and I am sure we are 
interested in it and would probably like to think about it. 


We have enjoyed having you. You have certainly brought a lot of life into 
the committee. We thank you. 


Mr. Luoyp: Madam Chairman, I would like to claim the privilege of moving 
a vote of thanks and appreciation to Mr. Ruse for his complete and very lucid 
explanation of the position he takes. I want him to leave this committee with 
the assurance of all the members that we will take into serious consideration 
the view points he has put forward. While the result may not be in agreement 
with his ideas, there is bound to be something in his observations that will re- 
side with us, and we will give them every consideration. 
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(Acclamation) 


The CHAIRMAN (Hon. Mrs. Fergusson): This acclamation shows the agree- 
ment of the committee to Mr. Lloyd’s motion. 


Mr. Ruse: Madam Chairman, Mrs. Rideout, hon. senators and members 
of the house, I most grateful for the privilege of appearing before you. I 


for the success of your political party and the success of your government, and 
in just the same way I am interested in the success of my company, but at some 
time or other we must rise above that and think about humanity. 


Mr. MonrtTEITH: Madam Chairman, as I will be out of town for some time 
I wish to move that Mr. Gordon Aiken replace me on the steering committee. 


Mr. Munro: I second the motion. 


The CHAIRMAN (Hon. Mrs. Fergusson): It is moved by Mr. Monteith and 


seconded by Mr. Munro that Mr. Gordon Aiken replace Mr. Monteith on the 
steering committee. 


Will all those in favour please indicate. Opposed? 
Motion agreed to. 


Hon. Mr. Crouz: I understand that that will be on a permanent basis, I 
hope. 


Mr. CHATTERTON: Madam Chairman, could you tell us what the procedure 
is for this afternoon? 


The CHAIRMAN (Hon. Mrs. Fergusson): This afternoon we are having the 
International Association of Fire Fighters at 2.30. 


| 
i 
: 


Mr. Luoyp: Madam Chairman, this raises a question with which I am con- 
cerned. We will be having a steering committee meeting on Wednesday. 


The CHAIRMAN (Hon. Mrs. Fergusson): No. 

Mr. Luoyp: Like Mr. Monteith, I have a problem early next week. 
Mr. MontettH: The steering committee meets today. 

The CHairman (Hon. Mrs. Fergusson): Yes, this afternoon. 


Mr. Luoyp: I have some commitments to meet which I have stalled off for 
some time. 


Mr. KNow es: Well, if you do not ask too many questions of the fire 
fighters this afternoon we would meet that much sooner, 


Mr. LLoyp: Then I will take your advice and not put any questions. 


Mr. CHATTERTON: Madam Chairman, are those people scheduled for tonight — 
appearing? 


Mr. CAMERON (High Park): The group which were scheduled for 8 o’clock 4 
tonight are not comin 


Mr. KNowWLEs: Then the International Association of Fire Fighters is the 


last delegation appearing before us, unless the steering committee advises other- a 
wise. 


The CHAIRMAN (Hon. Mrs. Fergusson): Yes. 
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AFTERNOON SITTING 


TUESDAY, February 2, 1965. 


The CHAIRMAN (Mr. Cameron): Gentlemen, we have a quorum. Today we 
have with us the International Association of Firefighters. Mr. Bernard Bonser 
is the vice president of the association and chairman of the pension committee, 
which means, of course, that he is very knowledgeable about pension matters. 
I have explained to him that his brief will form part of the record today and 
that it is not necessary for him to read it. He will explain to us his problem 
and his solution and we will give every consideration to them. I also told him 
that he and his delegation will probably be asked a number of questions about 
the brief and about their problem. I will ask Mr. Bonser to start now and to | 
introduce the other members of this delegation, and then we will proceed. 


Mr. BERNARD BONSER (Vice President, International Association of Fire- 
fighters): Thank you, Mr. Chairman and members of the committee. I certainly 
want to express our deep appreciation for being afforded the opportunity to 
appear before you and to express the views of the Canadian professional fire- 
fighters in respect of the Canada pension plan. The representatives of our asso- 
ciation attending this meeting with me today are the president of the Toronto 
Firefighters Association, Orville Bolton, and Mr. Haché who is president of the 
Ottawa Firefighters Association. We also have a few additional delegates out 
there to give us a little support if the going gets a little rough, as it did this 
morning. 

There is one qualification to what the chairman said that I wish to make. 
He suggested that I was qualified to speak on pension matters—TI assure you 
I am not. However, we are deeply concerned with the composition of pensions. 
Our members have been participants of pension plans for many, many years, 
some of them dating back prior to the turn of the century. We are therefore 
trying to keep abreast of the complex changes in pension plans, and we have 
made a few observations in respect of the Canada pension plan and how it 
will affect our members. 


First of all, I think I would like to point out one or two observations we 
have made. The first one, of course, is that the plan does not make provision 
for an early retirement for firefighters. In most of our pension plans provision 
is made for retirement at the age of 60. In a few isolated cases we have pension 
plans that take effect at an age earlier than 60. We feel that the Canada pension 
plan as presently formulated penalizes the firefighters who are required to 
retire before the age of 60. We have noticed that in the bill there is provision 
for certain selective groups of people who retire at an earlier age than 65. 
In most cases this seems to be done by exemption from the plan, such as in 
the case of the R.C.M.P. and the armed services. These groups are unique 
because usually their term of service and pension starts at an earlier age. 

In making this presentation the firefighters are requesting that consider- 
ation be given to the years between 60 and 65. These years, which I understand 
have been referred to as zero years in the previous presentations, are the 
years with which we are basically concerned. We submit for your consideration 
possible suggestions on how we feel that amendments to the bill could be 
brought about, therefore alleviating what we think is a unique problem in 
regard to the firefighters profession. 


In one of the clauses of the bill, I believe it is clause No. 44, “Benefits 
Payable”, we would suggest that instead of the requirement for the attain- 
ment of the age of 65, an additional provision be made to provide that, except 
in the case of a contributor engaged by an employer as a firefighter in which 
case the retirement pension shall be paid when he has reached 60 years of 
age, provided that he is retired from regular employment. What this would 


y 
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do is to permit the firefighter who retires at the age of 60 to receive his pension 
at that time. 


of firefighters at the age of 60. However, we are aware of the unique rep- 
resentation that has been made on the bill. We are anxious to see the bill 
approved to provide a pension for all workers across the country, and therefore 
we are reducing our suggestions to as minor an adjustment as we could 
possibly propose. We have therefore suggested that the contributory period in 
the case of firefighters be set at the age of 60. 

In clause No. 49 which deals with the contributory period we suggest that 
a Suitable solution would be to provide that where firefighters engaged by an 
employer reach the age of 60, provided that they are retired from their regular 
employment, a deferred type of pension be paid to them at the age of 65. This 
would have the effect that when a firefighter retires and goes on pension—this 
is only in cases where he actually retires and ceases Making contributions 
to the Canada pension plan which he would of necessity have to do if he did 
not take other employment—these years would not be counted as zero years 
against his time. What would happen is that when he reached 60 years of age 
the pension could be assessed at that date: however he would not receive it 
until the age of 65. We think this is a fair disposition of the unique problem 
that we believe we have in the firefighters field. 

As I have indicated, there are Situations where firefighters retire at an 
earlier age than 60. One of our representatives from Toronto can aitest to the 
fact that we have in Toronto a plan which provides for retirement after 30 


fighter taking other employment after having reached the age of 60 is very 
slight. As I have indicated in the brief, the possibility of a firefighter going 
into business for himself would be rare considering the money he would 
accrue over the years. We are therefore suggesting that some relief should be 
given in regard to this five year period. 

Let me give you a typical example of the type of plans that prevail with 
a 60 year maximum compulsory retirement age. We have indicated in the 


fighters. Throughout the west coast and in the province of British Columbia 
they have a municipal plan which also provides for a 65 retirement age for 
other employees and a 60 retirement age for the police and firemen. 

The maximum retirement age in Vancouver and in most cities in British 
Columbia is 60 years of age. Even if we look at some of the eastern provinces 
we find that, for example, in Montreal the maximum retirement age is 60. 
The same applies in Halifax, Nova Scotia. I think it is pretty well the case 
across the country as respects firefighters. We do therefore sincerely request 


too much in respect of the years between 60 and 65 because, basically fire- 
fighters are covered by adequate pension plans. I hate to use this word 
Which some people might dislike to see in print at a later date, and-par- @ 
ticularly some of own people. However, in most cases we are covered by © 
adequate pension plans. Therefore, the Canada pension plan would in most — 
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cases be integrated with our present plans. We feel that it would be pretty 
difficult for the employer sitting at a collective bargaining table to agree to 
the Canada pension plan being an addition to whatever pension benefits 
we have at the present time. 


Mr. Munro: Be careful, this is going on the record. 
Mr. KNOWLES: He meant “relatively adequate’’. 
Hon. Mr. Crouu: Basic truths should be encouraged. 


Mr. BoNSER: That is the unfortunate part of being a firefighter. This is 
the type of proposal we have. I have indicated that I think it is more or 
less the rule rather than the exception for municipalities to desire firefighters 
to retire at an earlier age. In fact, it is more or less in line with the general 
attitude of the public. I think they do not believe that it should be anyone 
else but a young, dashing firefighter who runs up the ladder and rescues 
a damsel in distress, so we would be running in strict competition with the 
national firefighters underwriters who request the firefighters to retire at an 
early age. This is more or less the policy that has been adopted by the 
municipalities. If we found ourselves in a position where our pension plan 
was being affected by the fact that we had to work until a later age, we would 
have no alternative but to go against our own conviction and bargain with 
the municipalities to have the retirement age of firefighters altered to 65. 
Of course this is something that we as an association do not desire to do, but 
we would have no alternative if we were placed under the Canada pension 
plan and we found some areas in which our people would not be receiving equal 
benefits. 

That is basically the things I have to say to the committee, Mr. Chairman. 

The CHAIRMAN (Mr. Cameron): Thank you, Mr. Bonser, for your presen- 
tation. It has been indicated to me that Senator Croll, Mr. Chatterton, Mrs. 
Rideout, Mr. Munro, Mr. Basford and Mr. Lloyd wish to speak. They will ask 
you some questions. 

Hon. Mr. Crouu: Mr. Bonser, it is a pleasure to see someone coming 
from my end of the country sounding like a breath of fresh air after what 
we had this morning. 

There is something I do not quite understand. Why is the age of 60 fixed 
as the retirement age for firefighters? Why is 60 the age limit? You tell us that 
the British Columbia municipal employees pension plan provides for it, as 
well as the Ontario plan. What is the reason for it? This seems to be a very 
early age. 

Mr. Bonser: I think it is basically because of the physical aspect of our 
occupation. There are not sufficient jobs within the fire department to give 
enough of our people a desk job after they reach age 60; they would just as 
soon get us out. I think that is the answer. 


Hon. Mr. Crouu: I thought you played dominoes. 

Mr. Bonser: That is after age 60. 

Hon. Mr. CRoLL: Were you here last night? 

Mr. BonseErR: No. 

Hon. Mr. Crouu: The teachers presented us with exactly the same problem. 
Mr. BonsEerR: So I understand. 


Hion. Mr. Crouu: Therefore, we have the problem before us in exactly the 
same form and we will have to deal with it later. 

Mr. Bonser: I would suggest that there is one difference, I think, in our 
submission. We are quite aware that the teachers made a submission. The 
Canadian Labour Congress also made a submission and made reference to our 
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specific group, I understand, along with the police and the teachers’ federations. 
However, in our occupation there is the matter of the physical problem. We 
find many of our people are subjected to medical examination. In fact, we 
have a unique circumstance which has come about in the federal pension scheme 
whereby a person working as a firefighter can go on to age 65 so long as 
other employment can be found for him. I am talking about federal fire- 
fighters in installation at naval bases, in the air force, and so on. At age 60, 
if they cannot find a job for him doing some other occupation he has no alter- 
native but to go out. Most municipalities will not give you this option. Once 
you reach age 60 they figure the door is open for retirement. 


Hon. Mr. Crouu: Is it age 60 with any number of years of service? 


Mr. Bonser: In most municipalities it is 60 years period. In Toronto after 
30 years of service the man may retire voluntarily. 


Hon. Mr. Crotu: Would they take you on at age 50? 


Mr. Bonser: No. I would say that in 95 per cent of the departments the 
‘Maximum age is 30, and in some cases it is lower than that... 


Mr. ORVILLE BoLtTon (President, Toronto Firefighters Association): In the 
city of Toronto it is age 26. 


Hon. Mr. Crouu: What is it for the police? 
Mr. Bouton: For the police I believe it is age 30. 


Mr. ErRNest Hacué (President, Ottawa Firefighters Association): In the 
city of Ottawa it is age 25 maximum. 


Mr. COTE (Longueuil): Is that on account of the pension plan? 


Mr. Hacuet: Yes, I would Say so, and also because of the physical require- 
ment for service. 


Oe ee 


_ Mr. Francis: I would not wish Mr. Haché to be misunderstood. There are 


persons who do enter the pension plan in the city of Ottawa at ages higher 
than this. 


Mr. HAcHE: No, sir. Are you referring to the fire service entering the pen- — 
sion plan? 


Mr. FRANCIS: I think the firemen of the city are Participating in a joint ¥ 
plan with other employees of the city. 
Mr. HACHE: Yes, sir. 


Mr. FRANcIs: And many employees of the city are Placed in the pension 
plan for the first time at an age higher than that. 


Mr. Hacuk: Yes, but not on the fire forces. It is not the pension plan that : 
causes the problem, but rather the procedure and policy. 


Mr. FrRaANcIS: Which are laid down for firemen? 
Mr. HacHE: Exactly. 
Mr. Francis: I do not think it is the pension plan. 


Mr. CHATTERTON: Mr. Chairman, Mr. Bonser did you read or hear the 
Ontario brief? 


Mr. BonseEr: No, I am sorry, but we did not. 


Mr. CHATTERTON: Among other things, they asked, instead of basing the — 
pension on the average earnings during the earnings period and allowing a 
percentage dropout that the pension be based on the last ten years or best 
ten years of salaries. Would that solve your problem? 4 


Mr. BoNSER: We would have no objection to it so long as we did not have 7 
to go to age 65. 
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_ Mr. CHATTERTON: I am not critical, but in British Columbia, in any event, 


in order to compensate for the compulsory early retirement at age 60, the 
municipality—the employer—increases the contribution considerably to 12 per 


cent. 


Mr. BonseEr: I do not know. I know in the Ontario municipal retirement 
system, the contribution for employees and employers is 54 per cent for all 
persons except the police, for whom there is an additional one per cent on the 
part of both the employer and the employee. I do not think there is any ques- 
tion that the firefighters are not prepared to pay the equal share toward it. 

Mr. CHATTERTON: In British Columbia I think the employee pays for 5 
per cent and the employer, after a certain number of years, increases his con- — 
tribution. This does not solve the problem. 

Mr. BonseEr: No. 

Mr. KNOWLES: Before you say categorically that the last ten year proposal 
would solve your problem—I thought Mr. Chatterton asked if this would solve 
your problem. At any rate, would it not be a fact that if you had the last ten 
year basis there would have to be some other provision in respect of how many > 
years you get credit for before you would know what your pension would be; 
in other words, you would have to know all the angles. 


Mr. BonsER: This is the qualification I was going to suggest. It is pretty 


- difficult, unless you can see the whole context of what is intended in the 


pension plan. Most of our plans are general so that an employee will go out 
on 50 per cent of his rate. If we are not prepared to participate for long enough 
to get that rate, it would not be a good plan. 


Mr. CHATTERTON: The matter you raise is the period of five years of no 
earnings. If your pension was based on the best ten or the last ten years, that 
particular objection would be overcome, would it not? 


Mr. BonsEerR: As the plan reads now, it still would not be effective until 
age 65. 

Mr. CHATTERTON: It does not change that. The five years of no earnings 
would not mitigate against you. 

Mr. BonsSER: It would certainly be better than the present arrangement; 
I would say that. 

Mrs. RipEoutT: Mr. Chairman, I would like to say to the International 
Association of Firefighters that as a damsel who looks forward to one day 
being rescued by a firefighter I have no objection if he is over 60. 


Mr. KNOWLES: That is a long time away. 


Mrs. RIDEOUT: I would like to ask a question for my own personal interest. 
I am thinking of the pension plan as related to a pension plan for railway 
employees. I very well could be wrong, but I think probably I am right; when 
a railway employee is forced to retire before age 60 because of health reasons 
—he may not be incapacitated; he may be able to work at some other job— 
he is not permitted to take another job. Is it the same situation for firefighters? 

Mr. Bonser: This would be the case in respect of workmen’s compensation 
coverage when people are injured in the line of duty and are required to go 
off on workmen’s compensation. Usually the workmen’s compensation board 
has to be assured that the man is incapable of doing other employment. 

We have the age factor. It runs as high as 30 in some municipalities; both 
in Toronto and in Ottawa the maximum age is 26. They still have to be 25 
in order to be hired. The physical requirements enter into it and the standards 
are fairly severe. When a person gets up in the later years, in the late fifties 
—I hate to say that—in some municipalities he is required to undergo medical 
examination. We find ourselves in a position where many of our people even 
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before the age of 60 are required to retire. This is of great concern to us, 
because if a man is physically unfit to carry on as a firefighter, say at age 58, 
his chances of getting other employment in any other occupation are very 
remote. I think it is almost impossible for someone who has spent a lifetime 
as a firefighter to adapt himself to any other vocation. 


Mrs. RrpEouT: I am wondering whether you work a 24 hour day and 
are off 24 hours. Is that the way it is? 


Mr. BonsER: No. 


Mrs. RIDEOUT: Where I come from our firemen are on duty 24 hours and 
off duty 24 hours, and in some cases they have jobs which supplement their jobs 
as firemen. 


Hon. Mr. CrRoutut: You mean moonlighting? 
Mrs. RipEout: I did not say that. 


Mr. BONSER: Of course, this could be true in some areas. The larger 
municipalities have restrictions against this; they have municipal bylaws and 
regulations which prohibit this. 


Mrs. RipEouT: I was going to suggest they might have a little experience 
which would aid them procuring a job once they are retired. 


Mr. BONSER: Usually in the major cities we find that the fellows are not 
in a position to be able to do that. 


Mrs. RipEOUT: Thank you very much. 


Mr. Munro: Under the average private pension plan that you have be- 
tween the firemen and the municipalitiy, the contribution rates are fairly rich, 
fairly high, are they not; one example, as mentioned by Mr. Chatterton, is 
something like 5 per cent by the employees and 5 per cent by the employers. 
Perhaps you are getting up around a 10 per cent contribution. In the usual 
case with which you have had experience, what would be the retirement 
pension for a fireman retiring at age 60? Say he commenced employment at | 
the required age of 26 or 30, depending on the municipality; would you give 
us some general idea? 


Mr. BONSER: This is extremely difficult, actually, because of the different 
plans that are in existence in every different province. Some have a provincial 
plan, such as British Columbia. Ontario now has contracted out a new plan 
which is a provincial plan. 


Mr. Munro: Do you know what the Ontario plan provides? 


Mr. BoNSER: It provides on the basis of 2 per cent times the man’s years © 
of service, times his career salary. It is based on a career type of salary from © 
the time he starts until he finishes. 


It could conceivably be. Let us say for example it is 35 times 2, which is 
70 per cent; but that would be of his career earnings. We estimate the average 
pension to be about 50 per cent of the man’s salary when he retires. That is a ; 
rough estimate. 


Mr. Munro: Suppose a man receives 50 per cent of his salary at the age of 
60. You are quite concerned about the interval of five years until he qualifies 
under the Canada pension plan. Is this not in the area of a problem which 
could be worked out between the firefighters and their employer as far as 
integration is concerned? ! 


With the Canada pension plan in operation a change could be made in your 
private plans whereby you could pay richer benefits than 50 per cent for this 
five year period, from 60 to 65, and when the Canada pension plan comes into 
operation perhaps the benefits under the private plan could be correspondingly 
less, so that you would have the same level throughout. 


_— 
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I wonder if the firefighters do not anticipate that perhaps through the 
bargaining process and negotiation they might work out some type of integra- 
tion which would allow the private pension plan to take care of the intervening 
five years that you are concerned about. 


Mr. BoNSsER: That is right, but we would prefer that the Canada pension 
plan should apply to firefighters at the age of 60. However, as an alternative 
we suggest that we could do the very thing that you suggest on the basis of 
leveling out the pension payment from the time the firefighter retires at the 
age of 60 and his coming up to the average level of 65. However if the provisions 
of the bill were amended to take care of these five zero years we would then 
have our people getting average earnings over the time that they contributed. 

If there were only one, two or three plans to be negotiated with munici- 
palities, there would be no problem. However we estimate that we have several 
hundred plans in existence across Canada and it would be very difficult to get 
all the municipalities to agree to the type of proposition that you suggest. 


Mr. Munro: The 10 per cent drop-out feature does assist you somewhat 
as far as the five years of zero earnings are concerned. Firefighter employment 
relatively has to be compared to other types of employment, and it is of a very 
steady nature. Probably a 10 per cent dropout would take care of those five 
years of zero earnings, but it would not be calculated to make them come up to > 
the figure of your average zero earnings. 


Mr. BoONSER: I agree that there is some slight relief in the 10 per cent 
dropout. However a firefighter would have to carry on for 50 years if fully 
employed in order to get the advantage of those five years. Is that not true? 
Ten per cent would have to work for 50 years to give them the full amount. 
The average length of working time of a firefighter is 35 years, and this is our 
problem. We suggest it would be an easy alternative to amend this section so 
that instead of having to take advantage of this 10 per cent dropout, we might 
not have to take advantage of any of it by the fact that we would be permitted 
to take a deferred pension based on the age of 65. 


Mr. Munro: Your continual dropout partially takes care of one half of the 
five year of dropout earnings. I suppose if there is an increase in your earnings 
it would increase the dropout feature, and you would be in favour of it, to 
increase the percentage of dropouts. 


Mr. BoNSER: I would be. The only thing I would be concerned about is 
that I do not think we really require the dropout period. As you say, I think 
you have more or less hit the problem on the head. We are not a group usually 
subject to unmeployment. We are a group who have joined the firefighting 
service as a career type of proposition, and we are aware of this when joining 
the service at an early age. 

I happen to live in a municipality which says we are too old at 60 to carry 
out young damsels down a ladder. They feel that 60 is a little old, and I have 
to agree with them too. I think we could recognize that we have a problem 
rather than trying to patch it up by giving some little extra consideration for 
the dropout period, and I would prefer to have consideration given on the basis 
of the feature at the age of 60 if the firefighter is retired. We have a few 
municipalities which allow the firefighters to continue on to 65, and in that 
case there is no problem, so this provision would take effect in such a case. 


Mr. Munro: Outside of the type of course you recommend J can well 
understand why you like it, I mean outside of taking that particular course. 
But an increase in the dropout would certainly be beneficial in this particular 
problem. 


Mr. Bonser: If it were increased above the 10 per cent level. 
Mr. Munro: Thank you. 


‘ ment. This has not worked out very satisfactorily. 
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Mr. Basrorp: Mr. Munro has asked most of the questions I would have 
asked. I am happy to have the firefighters here, because I have been cor- 
responding with the British Columbia ones for 18 months, and I put some 
material on record the other night on behalf of the British Columbia fire- 
fighters. But just to get their position clear, I take it you really are not asking 
that pension benefits become payable at an earlier age than they are at the 
present time? 

Mr. BONSER: We would like them to be, but we would rather come before 
the committee with a valid proposal rather than with something which is new 
and would not be bona fide. So rather than that we would prefer to see a five 
year allowance credit granted to our profession. 

Mr. BASFoRD: If we should give you some special attention how would you 
define a firefighter? . 

Mr. BoNSER: Under the British Columbia plan they define the firefighters 
as someone engaged by an employer as a firefighter. Policemen and firefighters 
go together in that regard. The Ontario system also makes provision for some- 
one engaged as a firefighter. If an employer engages someone as a firefighter, 
that is the definition. But I think the problem in this area arises if a person 
retires at an age earlier than 65. If a person was not a firefighfer then the 
munncipality would not permit him to retire prior to the age of 65. 

Mr. BASFORD: Would you say that all firefighters were full time men? 

Mr. BONSER: We are only speaking on behalf of full time firefighters. 
There are voluntary firefighters, but we would not be concerned about them, — 
because they might work at some other vocation. 

Mr. BASForD: I am thinking of the completely volunteer firefighters. Would — 
they not have some part time employment? } 

Mr. BonseErR: Not to any great extent to my knowledge. In most cases they — 
would have a full time man and supplement him with a volunteer staff. ; 


Mr. PRITTIE: Are there any firefighters in the private employment of — 
large companies, and if so, dO you represent them? 

Mr. BonseEr: No, we do not represent them if they are in private industry. ia 
think they would be regarded as being on the same basis as security people, — 
and that sort of thing. q 


Mr. Basrorb: I think you will find that there are some in British Colum-_ 


bia. 
Mr. GRAY: Do you have any contact with full time firefighters employed by 
the federal government in the Department of Transport? 3 
Mr. BoONSER: Yes, we have some contact with them. One of the company’s — 
regulations which our people in the Department of Transport find to be | 


repugnant is the provision that at the age of 60 they have to be taken out of 
active firefighting duty and if possible given employment in some other depart- 


Hon. Mr. Crouu: Is that in the federal statute? 

Mr. BONSER: Yes. 

Hon. Mr. Cro.u: It is 60. ' 

Mr. BONSER: The pension requirement may be 65, but they have to cease 
active firefighting at 60 and take some other job. There is a list of occupations 
they can transfer them to, but from our experience at the Halifax dockyard, 
we have found that there have been few positions open to them. We will find 


a man sweeping floors for his last five years, and I do not think this is a good 


Sion. This is one provision for which we hope to get some relief from the 
federal government in the near future. a. 
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_ Mr. Basrorp: Do I take it from your answers to Mr. Munro that allowing 
for the 15 per cent dropout, this would be of considerable assistance to you? 


Mr. Bonser: I do not think it is grappling with.a solution to the problem. 
I think it would be going around the problem. I would prefer to see it done in 
a manner which recognizes that here we have a group of people who are 
required to retire at 60, and therefore we should make the deferred pension 
payable at 65 on that basis. 


Mr. BASFOoRD: This exemption would have to apply in fairness to police- 
men as well. There has been evidence given particularly in connection with 
female school teachers. 


Mr. BoNnSER: In all fairness I would say it should apply to any occupa- 
tional group which has a unique employent regulation regarding early retire- 
ment. I think the committee would have to recognize that it is something 
different from the average worker and I think it should be so considered. I 
think all occupational groups in all fairness should be considered. 


The CHAIRMAN (Mr. Cameron): Mr. Lloyd. 


Mr. Luoyp: Mr. Bonser, we have had this suggestion put to us in other 
ways. It has been pointed out in answer to other questioners by other groups 
of employees. It is the question of what you do with persons retiring at the 
age of 60 and having either zero earnings or lesser earnings than $600 a year 
in the last five years prior to the opportunity to take a pension at age 65 
under the Canada pension plan. 


Can you tell us what benefits generally your firefighters’ plans provide in 
the field of dependants’ benefits or survivors’ benefits? I know what they are 
in Halifax but I have to speak now in general terms. 


Mr. Bonser: I think in the largest percentage of the plans there is some 
provision for survivor benefits. However, here again, as I say, the pension 
plans are very different across the country. When you look at a pension plan 
in one province as compared to a municipal plan in another, you will see there 
are variations. We only have two provinces, British Columbia and Ontario, in 
which more or less standard pensions have been set up though in Ontario 
we only have 50 per cent of the municipalities in which we have firefighting 
departments participating in the O.M.R.S. plan. So 50 per cent are participating 
in O.M.R.S. plan with a regulated type of pension plan with survivors’ benefits 
and then we have another 38 per cent approximately with municipalities. So 
it is difficult to suggest that there is a good survivor clause, because in most 
cases I do not think it is adequate. 


Mr. Luoyp: This is the one matter on which you are really concentrating. 
Mr. BoNSER: Yes. 


Mr. Luoyp: What you are really saying is that by retiring at age 60 your 
average earnings will be lower by virtue of the fact that you do not usually 
earn in the five years between the age of 60 and 65? That is what you really 
say? 

Mr. BonsER: Yes, that is right. 


Mr. Luoyp: I take it, then, that you have studied the problems of integration 
and also the advantages. With integration you might be able, through your 
existing plan and this plan, to accomplish some gains which you have been 
trying to achieve in other ways. I know there is a case in Halifax where there 
is a trustee plan which has now been the subject of reappraisal, and the 
survivors’ benefits are being reviewed. They are trying to seek improvements in 
the survivors’ benefits. 
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Because you did not say it, I presume in fact you are aware that integra- 
tion of the Canada pension plan with your plan offers an opportunity for 
improving benefits. 

Hon, Mr. Crouu: Mr. Chairman, may I point out to Mr. Lloyd that he 
ought to be more careful in choosing his language. He has repeated the word 
“integration” at least half a dozen times, and I notice that one of the fire- 
fighting units is in Burmingham, Alabama. It will not go down well at all 
there. 

Mr. LuLoyp: I am well aware that the problem of integration is not the same 
there as it is in the senator’s riding and as it is in the province of Nova Scotia, 
but I do thank you for drawing attention to it. 

Now, to get back to the firefighters—and, incidentally, we even solve that 
problem with the fire department in Halifax—I just wanted to be sure that 
in concentrating on this five year gap in earnings, the five year period of zero 
earnings about which you are speaking, in fact you have studied the problems 
of integration and that you do not have anything to Say with respect to it at 
this time. 

Mr. Bonser: I would say—and I may have indicated this at the outset— 
that we as a group of employees believe in the principles of the Canada pension 
plan. However, it would be a distinct advantage, we believe, if we were actually 
exempt from the provisions of the Canada pension plan. We believe the 


effective weapon at the bargaining table for securing these benefits, and there- 
fore we would subscribe to the principles of the Canada pension plan. 

Several Hon. MEMBERS: Hear, hear. 

Mr. Luoyp: You provide me with an opportunity to say something I should 
not say. I would be distinctly out of order if I were to offer you some advice 
and suggest that you examine your position with regard to going out. 

Mr. KNOWLES: I would not say that after the excellent statement the 
witness has just made. 

Mr. LLoyp: He started with one position and ended with another. 

Mr. BONSER: We have representatives here from Ottawa who are participat- 
ing in a plan in which the employees are paying 8 per cent. They have bargained 
through the collective bargaining process over the table to secure this type 
of plan. In the city of Toronto, as we have indicated, we have employees who 
are able to take a pension after 30 years of service even prior to the age of 60. 
If the provisions of the Canada pension plan jeopardize these pensions, then 
I would suggest that our people are concerned. 

Mr. Luoyp: Frankly, I do not think they will. 

Hon. Mr. Cronu: May I ask one question? 

Mr. Luioyp: I have almost finished now and then you can go on. 

Hon. Mr. Cronu: The question I wish to ask results from something the 
witness said to you which I think was important, something he said when he 
spoke of their ability to take care of themselves at the bargaining table. 

My recollection—and I could be wrong—is that policemen and firemen 
under the Ontario act have no right to strike. 

Mr. BoNSER: That is quite true. 

Hon. Mr. Cronu: Then that is a different picture. You are just good bar- 
gainers; that is all. 

Mr. Luoyp: I think from my questions I am fully satisfied that they are 
concentrating on one request, and that is the matter of the five years. 
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The CHAIRMAN (Mr. Cameron): Are there any more questions? 


Hon. Mr. CROLL: I am just as curious as a cat here. What does a fireman do 
when he is in good health and quits at 60? What are we getting into here? What 
do they do in the main? 


Mr. BonsEr: I think they run for civic office! 
Mr. Munro: Senators are very sensitive about early retirement! 
The CHAIRMAN (Mr. Cameron): Mr. Knowles, do you have a question? 


Mr. KNOWLES: I have just one question, and I ask only one because 
obviously we have enjoyed this presentation. 

You said, Mr. Bonser, that perhaps you had a preference for getting the 
Canada pension plan benefit at the age of 60, but you were being reasonable 
and realistic and were prepared to settle for deferred pension at the age of 65. 

I do not want to force you into an opinion that you may not want to 
associate yourself with, but I wonder if you have been aware of the evidence 
several witnesses have placed before this committee to the effect that as people 
get older they actually need increases in their income. 

I wonder if what you are asking for as something you are prepared to 
accept might not be considered as something good; that is, if you go on pension 
at 60 and if your plan is accepted and you have the knowledge that you will 
have the addition? In other words, it might not be second best but it might be 
something good if we can get it for you. 

Mr. BONSER: People are optimistic that there will be not be too much 
conflict with our present plans, and we would be quite pleased if this did 
happen. 


Mr. KNOWLES: This would be an addition that you could look forward to 
five years later? 


Mr. BonseErR: If it came about, but we are back in the situation of addi- 
tional contributions by the employer, and we are always concerned when the 
employer is required to make an additional contribution. We are concerned 
about the stand he is going to take in respect of our present plan. 


Mr. Munro: But you are good bargainers! 
Mr. BoONSER: Well, we hope we have done a good job here today. 
Mr. KNOWLES: Wou have. 


The CHAIRMAN (Mr. Cameron): I have just one question. | 

How many persons are represented by your group, in numbers? 

Mr. BONSER: We have approximately 13,000 firefighters. We have almost 
100 per cent representation of professional firefighters. 

Mr. CHATTERTON: I have just one more question. 

In the statement in the third last paragraph you say you are in favour of 
the objectives of Bill No. C-136 which will provide pension benefits for all 
workers. 

Are you aware of the fact that the group which comprise the lowest 
earnings workers in Canada are not covered by the Canada pension plan? 

Mr. Munro: That statement should certainly be qualified. I think we are 
aware that anyone who earns less than $600 a year is not covered. 

Mr. CHATTERTON: You may put it in your way but I put it in mine. 

Mr. Munro: One is the right way and the other is the wrong way. 

Mr. FRANCIS: I am not aware that there are any firemen in this category. 

Mr. CHATTERTON: I was not referring to firemen. 

Mr. FRANCIS: I am sorry; I thought this witness was testifying on behalf 


of firemen. 
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The CHAIRMAN (Mr. Cameron): If you wish to ask your question Mr. 
Chatterton, go ahead. | 


Mr. BONSER: I appreciate from what I have read in the paper and from the 
context of the bill that there are some people who will not be covered, but it 
will be a decision for you and not for me whether or not they will be covered. 


Mr. KNowLEs: If you had your way they would all be covered? 
Mr. BONSER: Certainly. 
Mr. BASFORD: There is one man running for civic office! 


Mr. CANTELON: Mr. Chairman, I also would like to comment that I am 
very pleased to have heard this brief because it is nice to know that besides 
the teachers in the dominion, who want to draw back from 65 to 60 there is 
also the firefighters’ group as well. I think while the teachers do not suffer 
from the same physical disabilities as firefighters do, they do sometimes suffer 
from physical disabilities that do not make it possible for them to continue 
with their work. As I Say it is nice to know that one more group has the same 
argument as the teachers have presented. 


The CHAIRMAN (Mr. Cameron): On behalf of the committee, we want to 
thank you gentlemen for your appearance here today. We would like to advise 
your association that we do appreciate very much the frank discussions of your 
problem and I can assure you your submission will receive consideration by 
the committee. Thank you very much indeed. 


Mr. FRANCIS: Mr. Chairman, I would like to move a vote of thanks, to be 
recorded in the minutes, and I am particularly happy that there is such a fine 
Ottawa representation in the delegation. 


Mrs. RipEouT: I second the motion. 


The CHAIRMAN (Mr. Cameron): It has been moved by Mr. Francis and 
seconded by Mrs. Rideout that a vote of thanks be extended to Mr. Bonser 
and his associates for their appearance here this afternoon and for the manner 
in which they presented their brief. All those in favour will please signify in 
the usual manner. 


Motion agreed to by acclamation. 


It is a pleasure to have had you with us, gentlemen. 


Mr. BoNsER: Mr. Chairman, on behalf of our deputation and the Canadian 
Fire Fighters Association may we say that we do appreciate the comprehensive 
and the fair manner in which you have listened to our presentation today. We 
really appreciate it. 


say a few words at this time. 

I would ask Mr. Scott to please come forward. We will be glad to hear © 
from you at this time. 

I should tell you, Mr. Scott, that what is contained in your brief will be 
included as part of today’s proceedings. It will be completely printed in the 
record. So, if you will then in a summary way tell us what your problem is | 
and what your solution is we would be pleased. Then there probably will be a i 
few questions directed to you. 


Mr. CUTHBERT SCOTT, Q.C., Ottawa (Solicitor for Great Northern Railway 
Company, Midland Railway Company of Manitoba, The New York Central Rail- © 
road Company): Mr. Chairman, ladies and gentlemen. I appear for the United © 
States railroads that operate in Canada and, hence, employ Canadian em- 
ployees. There are six such railroads and they are enumerated in the brief. 
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I should explain, as your Chairman just mentioned, that my clients were 
_ prepared to come here with railroad officials from the United States as witnesses 


together with persons who are thoroughly familiar with the United States 
_ legislation; but, we were led to believe that your committee was running out 
of time, and while we knew we would be heard if we insisted we thought it 


would perhaps be a kindness if we submitted our written brief and did not 
make a presentation to you at this time. Then, just yesterday I heard that 
you caught up on your time a little bit and I thought rather than have no 
appearance at all that it would be better if I came and attempted to make a 
short statement and then answer some questions. 

I should say that I do not really represent all the railroads, although I do 
this afternoon; there are other Canadian lawyers who participated in the 
written brief who are not here this afternoon because they are engaged else- 
where. 

The brief is fairly complete and I do not think it is necessary to read it. 
Of course, there are one or two excerpts which perhaps are succinctly put 
there. 

In the first place, all the United States railroads are required under the 
two statutes, the United States railroad retirement act and the United Sates 
railroad unemployment insurance act to include their Canadian employees 
under both these acts. Now, all employees who are members of unions or not 
must be included therein. Canadians have been included since the passage of 
the railroad retirement act of 1937. The retirement benefits received vary ac- 
cording to the range of service and anyone with more than 10 years of service 
is entitled to benefits. And then, Canadians are eligible under the United States 
social security act, which is a third statute and which covers them in part prior 
to their 10 years period. 

Perhaps I should state here what the basis of our submission is. The 
American railroads operating in the United States are required by the laws 
of the United States to contribute to those pension plans in force there and it 
would be unbearable if they were required to contribute with respect to their 
Canadian employees also because the Canadian employees are getting the 
benefits of the United States pension legislation. 


As it is mentioned at the end of the brief, our submission is that the 
American railroads should be exempted. But, before coming to that there are 
one or two other points I would like to mention. 

If past experience is any guide the United States railroad retirement and 
unemployment benefits will be increased in the future. It has been estimated 
that benefits for the average worker will run between $300 and $400 a month 
within a very short time. The railroad retirement act also provides for death 
benefits in case the employee should die before retirement age. The funds are 
administered by the United States railroad retirement board, an agency of the 
United States government. No part of the fund is under the control or manage- 
ment of the railroads. In addition, Canadian railroad employees receive un- 
employment benefits pursuant to the United States statute, which is paid for by 
a tax levied on the employer only. Under this law it is also mandatory to 
include Canadian employees. 

The retirement and unemployment benefits are completely portable within 
the United States railroad industry and are co-ordinated with the United States 
social security system. Incidentally, the Canadian government exempts the 
United States railroads operating in Canada from Canadian unemployment in- 
surance requirements; that is provided for in section 67 of the regulations 
under the Unemployment Insurance Act. And, in line with that, it is our sub- 


mission that the United States railroads operating in Canada should be ex- 


empted from the operation of the Canada pension plan. 
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Now, there are two features in the bill, which you gentlemen, of course, 
are familiar with. There is section 7(2) (a) of the bill, which permits the 
governor in council to make regulations exempting from the term “pensionable 
employment” where the laws of a country outside Canada duplicate the contri- 
butions or benefits offered by the Canada plan. I appreciate that is a matter 
for the government after the bill becomes law but, nevertheless, my clients 
feel if this committee saw fit to make a recommendation it would be of great 
assistance to us later on. 


Then, there also is section 109 of the bill, which provides for reciprocal 
agreements between Canada and other countries. That has already been dis- 
cussed by Mr. Thorson back in November, according to your proceedings, and 
again in December. But, it seems to me that the American railroads, bearing 
in mind that they are required to provide this plan by their contributions in 
the United States, should be exempted under the Canadian plan. Also we feel, 
_and the people who are familiar with this pension plan are of the Opinion, that 
the benefits for these Canadian employees, like our friends the firemen, are 
better under the existing pensions than they would be under the Canada pen- 
sion plan. I think I am right in saying that Mr. Knowles on a previous occasion 
also commented upon this subject on behalf of the brotherhood, but I have not 
seen the text of that. 


Briefly, ladies and gentlemen, that is our submission. Thank you very much. 
I would be pleased to answer any questions which may be put to me. 

Hon. Mr. Crotu: Does an American employed by the Canadian National 
Railways in the United States receive comparable benefits to those received 
by the United States employees in Canada? 

Mr. Scott: I would think so but, unfortunately, I am unable to answer that 
question precisely. Has there been a submission by the Canadian railroads to 
the committee in this connection? 


Mr. KNowWLEs: I think it is a fact that a Canadian employee moving back 
and forth across the line is covered in both countries. 


Mr. Scott: Yes, and I think the same holds true in the case of an American. 


Mr. KNOWLES: Yes, any workman draws the same benefits from both 
countries. 


Mr. Munro: Mr. Chairman, perhaps we should hear what Dr. Willard has | 
to say on this question of workers in both countries. | 


Hon. Mr. Crouu: It is not simply a matter of treaty agreements between 
the governments wherein they sit down and discuss and decide these things? 


Mr. FRANCIS: Yes; they negotiate these agreements. 


Mr. Luoyp: Mr. Chairman, I was going to suggest, unless some members 
wish to raise further questions in this connection, that this would be a matter | 
which would be the subject of a report to us following the public hearings, 
at which time we would have the benefit of the results of an examination on 
this question by our working staff, rather than pursuing it now. 


Hon. Mr. SmitH (Queens-Shelburne): I would like to know whether we 
are talking about people employed by the United States railroads who are 
in fact residents of Canada or whether we are talking about people whose 
residence could shift back and forth. 


Mr. Scott: We are talking about both, some shift back and forth and some — 
are employed in Canada. 


Hon. Mr. Smrri (Queens-Shelburne): Are many of these, to your know]- 
edge, Canadians by origin and also residents of Canada? 
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Mr. Scott: Yes, a substantial number. There are 1,600 Canadians employed 
in the United States railroads. Their duties bring them across the line. Senator 
Croll would know a lot about that because a lot of them are in his area. ; 

Hon. Mr. SMITH (Queens-Shelburne): Mr. Scott, how would you suggest 
that the following men should be treated, that is men who should, at some time 
during their working career, return to Canada and be employed completely 
within the boundaries of Canada? How would you treat this man’s past service? 
He would not necessarily have to be part of the Canada pension plan. 

Mr. Scott: He may be a full time employee of the United States railroad 
and he may be living in St. Thomas, for example. In other words, as I under- 
stand it, his position does not shift when he comes back to Canada. 

Hon. Mr. SMITH (Queens-Shelburne): That was not the point I had in 
mind. My question was, what would happen to a man who is now employed 
on one of the railroads and who, after ten years’ service, decided to work for 
the C.N.R. down in the maritimes or anywhere else in Canada? What would 
be his position in regard to the Canada pension plan? 

Mr. Scott: In so far as I know I would have to say I do not think his 
pension would be portable. I am not sure of that. My information is that the 
portability of the United States plan applies to the United States railroads. 
That again is something that might be worked out very easily by treaty. 

Hon. Mr. SMITH (Queens-Shelburne): Let us say a man comes back to 
Canada after 20 years service and he is 45. My point is that under the Canada 
pension plan he would receive no benefits based on his past working years. 

Mr. Prirtie: He would get a pension cheque from the United States and one 
from Canada proportionately to his working years here and there. 

Mr. Munro: The point that was raised by Senator Smith was a factor that 
was taken into consideration by our task force. I think Doctor Willard could 
speak on that. 

The CHarrMAN (Mr. Cameron): Probably this is an appropriate time for 
Doctor Willard to make his comments. 

Dr. J. W. WituaArD (Deputy Minister of Welfare, Department of National 
Health and Welfare): Mr. Chairman, if you look at the bill, Clause 7 (2) (a), 
page 9, it provides that: 

(2) The governor in council may make regulations for excepting 
from pensionable employment 
(a) any employment if it appears to the governor in council by reason 
of the laws of any country other than Canada that a duplication of 
contributions or benefits will result. 


We put that in specifically to cover the type of cases under discussion 
now where you might have Canadians employed in United States railways or 
trucking companies and so forth. We did not feel that we could enumerate all 
these different types of employment for fear that we might leave some out 
and we might not be able to have tailor-made solutions to the problem. This 
is the clause that is designed to try and take care of that situation. 

Now the other situation is dealt with in Clause 7 (1) (a) where we say: 

(1) The governor in council may make regulations for including in 
pensionable employment 
(a) any employment outside Canada or partly outside Canada, being 
employment that would be pensionable employment if it were in 
Canada, 


That is the case of the C.N.R. employee who is spending part of his time in 
the United States and part of it in Canada or all of it in the United States. 
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These were specifically designed to try and take care of this kind of situation. 


Mr. AIKEN: I think, Mr. Chairman, what Mr. Scott wants to make sure of 
is that the United States railways won’t be got! 


Mr. Scott: I think perhaps the best way to ensure that is to have this 
committee make some reference to it in its report. 


council. Some of the employees might prefer integration, some might prefer 
decking; there might be different points of view. 


Mr. Scott: I think I can certainly speak for my own clients when I say 
that I am sure they would. I understood, Mr. Knowles, that you had already 
spoken on behalf of the brotherhoods. 


Mr. KNow tes: I am glad you give me the chance to Say that because the 
question I have just asked is intended to imply that there are two points of 


Mr. Scott: I agree with you entirely. 


Mr. WILLARD: Mr, Chairman, I can assure Mr. Knowles that that is what 
was in mind in putting this in, that there would be representations from man- 
agement and labour in regard to any of these employees that go across the 
border before the government makes its plan on how to deal with it. 


Mr. KNOWLES: I would agree that that is fair. 


The CHAIRMAN (Mr. Cameron): Any more questions? I wish to thank you, 
Mr. Scott, on behalf of the committee, for appearing here. As I have told you, 
your brief will be printed in our proceedings. I hope we have provided you at 
least with satisfactory questions and we will certainly consider your suggestions 


Mr. Scott: Thank you very much, Mr, Chairman, ladies and gentlemen. I 
must appreciate the opportunity of coming here today to say a word on behalf 
of my clients, 


Mr. Luoyp: Mr. Chairman, maybe the steering committee would prefer to 
have the evening free and would then have more comprehensive observations 
to make to us in the morning at 10 o’clock. 


Mr. CANTELON: Let us not meet tonight. Since you have not got anything 


definitely planned, it would be much more convenient to all of us if we did not — 


meet tonight and definitely met tomorrow. I will make that motion. 


Mr. Luoyp: That is exactly what I meant. I would think the steering com- | 
mittee would want the time to assess the position of this committee and what _ 


our next step will be. 


) 
| 
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‘The CHAIRMAN (Mr. Cameron): It is moved by Mr. Cantelon and seconded 
Py Mr. Lloyd that the committee adjourn until tomorrow morning at 10 o’clock. 


Motion agreed to. 


Mr. AIKEN: Mr. Chairman, there was one matter I wanted to raise before 
we adjourned. This morning Mr. Ruse in giving evidence referred to charts 
which he produced. It seems to me that at least some of his evidence would 
be difficult to understand without the charts being included in the evidence. 


Mr. FRANCIS: And even with them. 


Mr. AIKEN: Perhaps so. Would there be any difficulty in having them re- 
produced in today’s evidence? 


Mr. BASFORD: We ran into this nroblenn with the Canadian Life Insurance 
Officers’ Association and the production of charts resulted in.a delay of three 
or four days in the printing of the proceedings. 


Mr. KNOWLES: Those were more complicated charts, if I might speak 
professionally. They had to be done over before they were reproduced; these 
can be photographed as they are. 


Mr. AIKEN: Mr. Ruse appeared here as an individual and did not undertake 
the problem of having those charts reproduced in reduced form for the use 
of the committee. 


Mr. Luoyp: The position now is much more critical. I think we are now 
at the stage of resolving some recommendations with respect to this bill. We 
probably need our minutes of proceedings and evidence as rapidly as we can 
get them. 


Mr. AIKEN: If it will hold up the printing, I will not press it. Perhaps the 
chairman would know whether this would cause any unusual difficulty. 


The CHAIRMAN (Mr. Cameron): It would hold up the printing. It held it 
up in connection with the other charts for- probably a week on account of the 
processing that is involved. However, it is possible to do it. This is entirely up 
to the committee. 


Hon. Mr. CROLL: There will be some delay. 


Hon. Mr. SMITH (Queens-Shelburne): Is it expensive to reproduce that 
kind of chart? 


The CHarrMAN (Mr. Cameron): Mr. Guitard advises me it is rather ex- 
pensive. They have to reduce them to about one fiftieth of their size in order 
to get them into the minutes. I do not know how much is involved. 


Mr. KNOWLES: I am sure it would not be as difficult to produce these as 
it was the others. The others were in a brief and they had to be redrawn by 
an artist; these could be photographed right away. It might involve a day’s 
delay. I wonder if we could not leave it in the hands of our chairman and Mr. 
Guitard to see if it can be done without too much delay. 


Mr. Luoyp: I would prefer it the other way around. The committee should 
express itself on this because we are at a very critical point in our proceedings. 


Mr. KNOWLES: We could agree provided it does not involve more than 
one day’s delay. 


Mr. BASForp: I like the suggestion that it be left in the hands of the chair- 
man who is a very responsible individual, and the clerk who know the pro- 
cedure. 


The CHAIRMAN (Mr. Cameron): We are quite willing to accept the respon- 
sibility, but I think Mr. Lloyd has made a good point that the committee 
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should decide first of all whether or not they want it. If they want it and if 
they want to entrust the responsibility to Mr. Guitard and myself, we will do 
the best we can to see that it is printed, whether it takes one day or two days. 


Mr. Luoyp: It is my thought that any decision we make should not mean 
that the proceedings will be held up more than a day or two days at the outside. 
I would like to move, if I may, that the committee agree these charts should 
be included in the Minutes of Proceedings and Evidence provided, as Mr. 
Knowles has said, that such inclusion will not delay the printing of the pro- 
ceedings beyond 24 hours of what otherwise would be the case. 


Hon. Mr. Crouu: I do not agree at all. When you put a 24 hour require- 
ment on it you will get a no answer very quickly. We have had to deal with these 
charts continually in the aging committee. There was never any difficulty in 
getting it done if we said get it done, and that is it: but if you just sort of 
leave it to them, they would rather not do it. If you put a time limit on at 
they would rather not do it. In fairness to the man who came here and who was 
on his own, his evidence is going to be a little difficult to understand without 
that. People will say, what is he talking about? We have to give him that. If 
we do not have his submission and the one that was made previously, surely 
we can remember it for 48 hours. 


Mr. CANTELON: I agree with Senator Croll. 

Hon. Mr. Crotu: I move that it be included in today’s proceedings. 
Mr. CANTELON: I second the motion. 

Mr. BasrorpD: I seconded Mr. Lloyd’s motion. 


The CHAIRMAN (Mr. Cameron): I did not hear a seconder. Will you amend 
your motion so that it is an amendment to Mr. Lloyd’s motion? 


Hon. Mr. Crouu: I am not making any amendment nor motion. I am sug- 
gesting this is the way to do it. 


Mr. Luoyp: I withdraw my motion. 


The CHAIRMAN (Mr. Cameron): It is moved by Senator Croll, seconded 
by Mr. Knowles, that the charts produced by Mr. Ruse be included in today’s 
Minutes of Proceedings and Evidence. 

Motion agreed to. 


The CHAIRMAN (Mr. Cameron): We will adjourn until tomorrow morning 
at 10 o’clock. 


F 
i 


EVIDENCE 


WEDNESDAY, February 3, 1965. 
The CHAIRMAN (Mr. Cameron): Ladies and gentleman, we have a quorum 
so I call the meeting to order. The subcommittee on agenda and procedure met 
yesterday afternoon following the conclusion of yesterday afternoon’s meeting 
of the main committee, and I shall now ask the clerk to read the report of the 
subcommittee. 


The CLERK OF THE COMMITTEE: 
TUESDAY, February 2, 1965. 


SEVENTH REPORT 


The subcommittee on agenda and procedure of the special joint 
Committee of the Senate and of the House of Commons on the Canada 
pension plan met at 3:50 o’clock p.m. this day. The joint chairman 
of the House of Commons section, Mr. Cameron (High Park), presided. 

Members present: Senators Fergusson and Croll and Messrs. Aiken, 
Cameron (High Park), Chatterton, Coté (Longueuil), Knowles, Munro. 

In attendance: Dr. Joseph Willard, Deputy Minister of Welfare. 

Your committee agreed to the following decisions and recommends: 
1. That the subcommittee be authorized to prepare a draft report to 

be considered by the main committee. 

2. That the main committee sit “in camera” on Thursday afternoon, 

February 4, 1965. 

3. That the following briefs be printed as appendices to this Com- 
mittee’s Minutes of Proceedings and Evidence, namely: 

(a) The Senior Citizens’ Advancement Committee. 

(b) Age and Opportunity Bureau. 

(c) United Fishermen and Allied Workers’ Union. 

4. That the Communist Party of Canada be invited to submit its 
brief, as soon as possible in order that it be appended to this 
committee’s Minutes of Proceedings and Evidence. 


Respectfully submitted, 


A. JaPy Cameron: (High + Park); 
Chairman. 


The CHAIRMAN (Mr. Cameron): You have heard the report of the com- 
mittee. What is your pleasure? 

Hon. Mr. Croitu: I move adoption of the report. 

The CHAIRMAN (Mr. Cameron): It has been moved by Senator Croll and 
seconded by Mr. Chatterton that the report of the subcommittee on agenda 
and procedure, dated February 2, 1965, be approved. 

Motion agreed to. 

The clerk has handed to me a letter addressed to himself dated January 


29 and attached thereto a letter addressed to the Co-Chairmen and members 
of the special joint committee of the Senate and House of Commons appointed 
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to consider Bill No. C-136, Ottawa, Ontario, from John 
which they express certain opinions in regard to Bill No. C . 

The clerk has also handed to me a letter addressed to himself dated J anuary 
28, 1965, and the letter in reply from Mr. P. Ackerman, professional engineer 
of Montreal, dated J anuary 26, in which he indicates that he intended to make 


joint parliamentary committee on the Canada pension plan when he set 
forth certain of his opinions and observations in regard to Bill No. C-136, 
and his opinion of how pensions and things of that nature should be dealt 
with. 

What is your pleasure? What should be done with these letters? 

Mr. Luoyp: Since we are not aware of the contents of them, might I 
offer as a suggestion that this matter be referred to the subcommittee and 
that we would hope to have their recommendation? 


The CHAIRMAN (Mr. Cameron): You mean not to deal with them now? 


Mr. Luoyp: If the subcommittee is to prepare a draft report I think 
we should have as much time as possible and get at it. You might be receiving 


The CHAIRMAN (Mr. Cameron): You have all heard Mr. Lloyd’s sugges- 
tion. What is your reaction to it? Do you approve of it? 

Suggestion agreed to. 

I do not know whether you have all received this little booklet entitled 
“Social Security Pension Practice in Western Europe”, or whether it has even 
been filed as part of our proceedings. It may have been filed at some time. It 
was prepared by the international pension consultants, and I was wondering 
if all the members have received a copy of it. We can leave it to the steering 
committee to deal with. It may be that it should just be included in our 
library. 

Agreed. 


This morning we are to hear from departmental officials. I do not know 
just exactly what lines they will be dealing with, but I have no doubt it will 
be very pertinent to what we have to do. 

The steering committee proposes to meet tomorrow morning to follow 
out the instructions given us and to prepare a draft report. The main com- 


Mittee will meet tomorrow afternoon in camera to consider the draft report 


and to make such additions and recommendations as they see fit in connection 
therewith. And on Thursday evening the main committee will meet. After 
the conclusion of Thursday afternoon’s meeting, the steering committee wil] 
meet, and on Thursday night at eight o’clock the main committee will have 
an open meeting, and the proceedings from thereon will be— 


Mr. KNOWLES: I thought the decision was that at the steering committee 
meeting late Thursday afternoon we would then plot our course from thereon. 

The CHAIRMAN (Mr. Cameron): That is right, but I have not got to that. 
I intended to come to it. From thereon the steering committee would plot 
the course, and they would then refer it to the main committee to be confirmed. 

Mr. KNowLEs: I thought you were announcing a meeting for Thursday 
night for the full committee. 

The CHAIRMAN (Mr. Cameron): It was arranged. . 

Mr. KNOWLES: No, no. The arrangement was that we were to go only as far 
as Thursday afternoon when the steering committee would meet and plan for | 


the future. 
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The CHARMAN (Mr. Cameron): Mr. Guitard has set it down as being in 
camera on Thursday afternoon, February 4. That was my understanding of it; 
and I thought we would meet on Thursday night. 


Mr. KNOWLES: You may be right, but I do not think that was the decision. 


The CHAIRMAN (Mr. wiystiaeetioe? Well let us leave it at that and now call 
upon Dr. Willard. 


Dr. J. W. WILLARD (Deputy Minister, Department of National Health and 
Welfare): Thank you. 


Mr. CHATTERTON: Could we put in a request for certain information at this 
time? 
The CHAIRMAN (Mr. Cameron): Yes. 


Mr. CHATTERTON: In accordance with the brief submitted by the province 
of Ontario there was a request that the royal commission on taxation be asked 
for a preliminary opinion indicating the implications of the Canada pension 
plan’s fiscal policy. I am not suggesting that it be obtained in time for this 
committee, but it was indicated that such a report could be obtained in as little 
as 10 days, and I would hope that it would be made available. 


Mr. Munro: The only indication that a special report could be obtained 
was in the Ontario brief itself. There is no indication from the Ontario people 
whether they have checked with the royal commission on taxation to obtain 
this information or anything else. We can hardly take their word for it. I am 
not so sure that it is not completely outside the ambit of the royal commission 
on taxation. Presumably they are examining the whole tax structure of the 
federal government, and I do not think it is their duty or is expected to be 
part of their duty to start to supply advice to various committees which are 
going into matters such as pensions. I think perhaps the suggestion was out 
of order. I think that is one of the reasons it was not pursued at any great 
length when Ontario was here. We have no idea when they could possibly make 
such a report, even if they should feel that it was within their jurisdiction to 
do so, and I am positive they would feel that it was not. I would be very much 
opposed to such a suggestion being adopted by this committee at this time. 


Mr. AIKEN: Surely one of the things to be considered is whether it is to 
be done through direct or indirect taxation. I am sure that the royal commission 
must be giving some consideration to the implications of the pension plan. I 
think the request was merely that the commission be asked if it was possible 
for them to give us an interim report. Surely the committee which was estab- 
lished to look into this whole question of pensions should have the best advice 
it can get, and although Senator Croll suggested yesterday that perhaps a royal 
commission did not matter in the ultimate, anyway, because their statements 
are often overlooked, nevertheless, I think the fact that they were set up would 
leave us in that position that we can get what advice they can give us, if they 
can give any. 


The CHAIRMAN (Mr. Cameron): I take it that the motion had not yet been 
seconded, and that you are seconding Mr. Chatterton’s motion, requesting that 
this information be obtained if possible. I understand that Mr. Francis and 
Mr. Knowles wish to speak to the motion. 


Mr. Francis: Mr. Chairman, I would like to oppose the motion because, 
as I understand it, this reference in the Ontario brief is generally in the nature 
of a reference which would ask for guidance on over-all fiscal policy for the 
government, which I think is beyond the terms of reference for the commission 
itself. I do not think it is the function of the commission to give advice on this 
measure, the Canada pension plan; that is specifically for us. 
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We have had competent advice on the economic report by the Department 
of Finance; and we have had the evidence of the actuaries from the Depart- 
ment of Insurance, and we have called upon people whose particular interest 
is most directly related to the measure before us. 

I think the result of such a motion would be to delay the matter before us 
because it would be some time before we could get a reply and, secondly, 
I do not think it would be relevant to the problem before us. 


Mr. KNOWLES: Mr, Chairman, while my comments are in terms of sub- 
stance they are almost in the nature of a point of order. 

As a committee, we have had the right to ask departmental Officials who 
are assigned to this committee to supply us with all kinds of information; and 


Mr. KNOWLES: Yes, they could refuse. If this request were to be made 
at all, I suppose it would have to be by asking the government to add this to 
the terms of reference of the royal commission. I question really, Mr. Chair- 
man, whether the motion is in order. 


The CHAIRMAN (Mr. Cameron): Does anyone else wish to speak to the 
motion? 


Mr. Luoyp: Mr. Chairman, I anticipated this possibility of a debate over 
what we should do with respect to the Ontario recommendation that reference 
be made to the royal commission and that their opinions should be sought. 

You will recall the other day I read a short excerpt from the terms of 
reference, which I obtained from the privy council. 

It would seem to me that when the terms of reference were drawn it 
was anticipated that the government would be continued and that it would 
be introducing new measures. And, indeed, new measures have been intro- 
duced. There have been extensions to the sales tax and amendments to the 
Income Tax Act; and now there is a proposal to introduce the Canada pension 
plan, which does broaden the tax base—call it what you like—of the govern- 
ment. 


I feel that a royal commission’s function is to pretty well identify the 
facts of problems and, in most instances, you do not accept the recommenda- 
tions holus-bolus. What they really do is help us to understand better the 
problems with which they are concerned. 

It would seem to me that if you delayed action on this Canada pension plan 
to await the viewpoint of the royal commission on taxation, you would be 
simply putting it off for an indefinite period. 

I cannot support the motion to refer this to the commission. I think they 
will of their volition make observations on what we might do in the mean- 
time. 

Mr. CHATTERTON: I have not actually made a motion. Originally, I made 
a request. 


The CHAIRMAN (Mr. Cameron): If you speak now you will end the debate. 
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Mr. CHATTERTON: I have not moved a motion; it was a request, in my 
mind, and I have now put a motion to the clerk. 

The CHAIRMAN (Mr. Cameron): I will ask the clerk to read the motion. 

The CLERK: It is moved by Mr. Chatterton, seconded by Mr. Aiken, that: 

The committee request that the Royal Commission on Taxation be 

asked whether they are prepared to present a preliminary report on 

the implications of the Canada pension plan for fiscal policy and the 
incidence of taxation. 


The CHAIRMAN (Mr. Cameron): That is a different request altogether. 

Mr. CHATTERTON: That is what I say. Originally, I merely put in a request. 

The CHarrman (Mr. Cameron): We are talking about one thing and 
you want us to vote on another. 

Mr. FRANcIsS: I think you should rule whether the motion is in order. 

The CHAIRMAN (Mr. Cameron): I intend to do that right away. I want 
to know if anyone else wants to say anything on what is now a formal motion 
by Mr. Chatterton and Mr. Aiken. 

Mr. AIKEN: On a point of order. 

The CHAIRMAN (Mr. Cameron): Which point of order? 

Mr. AIKEN: You have now been asked to rule whether the motion is in 
order. 

Mr. Munro: May we hear the motion again? 

The CHAIRMAN (Mr. Cameron): I take it, Mr. Aiken, I have at some time 
to make that decision one way or the other— 

Mr. AIKEN: Yes. 

The CHAIRMAN (Mr. Cameron): —if I think there is any question raised. 
I thought that was what everyone was talking about. I thought they were 
talking about whether it was in order or not in order. 

Mr. AIKEN: No, I think they were talking on the substance of the motion 
whether we should ask or not ask the royal commission. 

The CHAIRMAN (Mr. Cameron): Anyone who now wishes to speak on the 
question of order may do so; you have the floor. 

Mr. AIKEN: I think there is nothing in the motion or the original request 
which one would say was out of order. 

Surely, the whole question of the Canada pension plan and its implications 
have been referred to this committee. We are not admittedly authorized to 
demand anything from the royal commission. Neither are we competent, per- 
haps, to summon them. This is nothing more than a request whether or not 
they can give us an interim report. This will not necessarily delay the com- 
mittee. 

Mr. Chatterton suggested it might be available for the time when the 
house resumes and we are considering the question in the committee of the 
whole house. But to say that a royal commission is set up merely to follow 
along with what happens and try to adjust their findings in accordance with 
what the government has decided is, I think, a very unusual premise. Surely 
they are set up to give some guidance. If they are not, then I fail completely 
to see what is their function. 

The CHAIRMAN (Mr. Cameron): Mr. Knowles. 

Mr. KNOWLES: I would like to speak specifically on the point of order, 
Mr. Chairman. 

I picked up the words Mr. Aiken used—and I hope I do not misquote— 
that the request is to see whether they would give us an interim report. 
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I submit, Mr. Chairman, that we did not establish the royal commission; 
they do not report to us. The royal commission reports—to whom does it 
report? 

Several Hon. MEMBERS: To the Governor General and the governor in 
council. 

Mr. KNOWLES: The royal commission reports to his Excellency the 
Governor General and the governor in council. For us to attempt to ask 
them to give us a report on any aspect of the work is seriously out of order. 

Mr. AIKEN: I do not believe the term “give us” is in the motion. 

Mr. KNOWLEs: I did not say it was in the motion. 

‘Mr. AIKEN: I did not ask them to appear here. 


Mr. KNowLes: Mr. Aiken in his argument for the validity of the motion 
Said it was a request that they, the Carter commission, give us an interim 
report. I suggest we have no right to ask for that. 


Mr. KNOWLES: It is the same thing. Surely if anyone is going to ask 
that, it has to be the body who appointed the royal commission; and we did 
not appoint it. 


Mr. CHATTERTON: On the point of order— 
The CHAIRMAN (Mr. Cameron): Mr. Munro is first. 


Mr. Munro: I would like to completely endorse the position taken by 
Mr. Knowles. 


This is simply a royal commission which has been set up for a specific 
purpose, and they report to the Governor General. To think that any com- 


been commissioned to do to the governor in council, is on the face of it 3 
completely outside the scope of their jurisdiction and authority. For that 
reason, as Mr. Knowles has stated, it is unconstitutional and should not be > 
entertained. 


I submit, therefore, that the request asking whether they are prepared 
to submit a report, not specifying to whom, is completely in order. They can 
refuse. 


The CHAIRMAN (Mr. Cameron): Mr. Chatterton has spoken and the debate 
is concluded now. 


Mr. KNowLEs: No, Mr. Chatterton was speaking to the point of order. 
There has been no debate on the motion at all as yet—and I do not think ther 2 
should be. " 
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Mr. Gray: On the point of order, I would say briefly that whether the com- 
mission as individuals are prepared to give a report or not is not the Question. 
The question is whether we have the power—really have the power— to re- 
quest and they have the obligation to respond even though they may per- 
sonally be interested or not interested. 

The same thing applies to the issue of to whom, if they. are prepared to 
make a report, they might make it. It seems like an exercise in futility. 

Mr. AIKEN: It seems like an exercise in more than that. 

Mr. GRAY: Let me finish my sentence. If we do not have the constitutional 
powers to ask them to report to us, then we get into a whole broad and very 
vague area of what is going to happen in the report they make to the gov- 
ernment, and so on and so forth. 

I do not know the Latin phrase, but I think there is some general princi- 
ple of law for courts, and I guess it follows by analogy for committees, that 
they do not get involved in matters of a futile nature. 

I might also point out that I think it is relevant—though not linked with 
the point of order—to say that we might be putting the commission and their 
staff in a dilemma. They have undoubtedly worked on a schedule, and I gather 
they are in the course of preparing their final report. I think there is a 
collateral matter to that question of order, and I think we cannot overlook 
the fact of what is involved. If we do ask for a report we may seriously disrupt 
the main task of this commission, which is to get out of the over-all report. 


Mr. BASFoRD: Mr. Chairman, surely you have had sufficient guidance now 
on the point of order. 


The CHAIRMAN (Mr. Cameron): In my opinion, I have, but it is not my 
wish to cut off any members who wish to assist me further in this connection. 


Mr. Lioyp: Mr. Chairman, whether or not this motion is in order, it does 
require some observation at least in respect of what the royal commission has 
been asked to do. I find it very difficult to interpret their terms of reference 
to include an appraisal of all the social, financial and fiscal implications of the 
Canada pension plan. They would not do that. Even if they were agreeable and 
we were agreeable the only function they would undertake would be a study, 
if you like, of what the contributions in the form proposed under the Canada 
pension plan would do in the total picture of tax structure; in other words, they 
would be identifying forms of taxation, administration and the like, and they 
could be doing this in any event regardless of what the government might be 
doing with regard to the funds to be raised. I do not see how their terms of 
reference would go beyond simply an appraisal of every form of taxation and 
fund raising by the government. Even if you did agree this was in order you 
still would not be accomplishing at this time any useful purpose, as I see it. 


The CHAIRMAN (Mr. Cameron): Have you a comment to make, Mr. 
Rhéaume. 


Mr. RHEAUME: Yes, Mr. Chairman. If we assume that this committee is 
something more than an exercise in futility and that we have a responsibility 
to come up with certain conclusions, after listening to witnesses, and so advise 
the House of Commons then surely it is within our scope as a committee to 
recommend that the government make use of all the technical and financial 
advice and studies that are available to it by asking the royal commission on 
taxation to give their opinion. 

It is my understanding the government is indeed prepared to accept advice 
and, indeed, anxious to get advice from those people, who can properly advise 
it, on the financial implications of this plan as well. That being the case, it is 
certainly proper for this committee to go to the government, when it submits 
its final report, and say that it recommends that you take advantage of the fact 
that the royal commission on taxation is sitting now and is looking into the 
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broad aspects of taxation in Canada, and to ask it to state what it considers are 
the implications of this plan. Then we wrap that up by a motion of our com- 
mittee, suggesting that they be asked to prepare that kind of an interim report. 
If that is not within the ambit of this committee, then this is nothing but a 
front operation. We are here to give the best advice we can. 


Mr. Munro: Mr. Chairman, another aspect which has not been touched > 
upon is this. This business of calling people to come before the committee to 
give advice and opinions, I think, is clearly the responsibility of the steering 
committee. All along this steering committee has been determining which 
witnesses will be appearing before the committee, not only governmental 
officials but those preparing briefs, and makes its recommendation to the main 
committee. This procedure has been understood from the start. All parties with 
exception of the Créditistes and Social Credit have been on that steering com- 
mittee from the beginning. It has been meeting constantly and this suggestion 
which has been put forward was never advanced at any of these meetings. 
We had a steering committee meeting yesterday and Mr. Chatterton, who just 
made this motion, was in attendance at that time. It was suggested we hear 
from one more official, Dr. Willard, and then we go into the third stage. But 
not once before yesterday afternoon at 5 o’clock was there any suggestion in 
respect of the royal commission on taxation. In adhering to propriety alone you 
would have thought it would have been discussed there if they wished this. In 
my opinion, this must have been an afterthought following last night’s meeting. 
This is something which should have been discussed at the steering committee 
meeting and I question very strongly whether it is proper to introduce the 
question at this time. 


Mr. AIKEN: I question that it is proper that discussions held in the steering 
committee should be made known in this open meeting. 

Mr. Munro: Everything the committee decided is in the report to this 
committee. 

Mr. AIKEN: We have the written report of the steering committee but we 
have not a report of all the discussions which took place in the steering 
committee meeting, and I do not think it is proper for you to discuss that 
aspect of it. 

The CHAIRMAN (Mr. Cameron): I think I have heard sufficient. 

Mr. CHATTERTON: On the last point raised by Mr. Munro, Mr. Chairman, 
may I explain that our group met last night and sat until 11 o’clock discussing 
our proposals and so on, and this is one of the proposals we decided upon last 
night for the first time. 

Hon. Mr. Crotut: Mr. Chairman, it appears to me that what is being re- 
quested is strictly outside the terms of reference. But, I think we ought to 

_ keep the point in mind that there will be recommendations made by the com- 
mittee, which will involve implications of finance of one kind or another, and 
surely we can assume that the government or the minister will look for guidance 
wherever they can in respect of the implications as a result of the reeommenda- 
tions that we will be making, as well as at the implications of the cost of the 
plan itself. If there is that advice available I am sure they will look for it and, 
undoubtedly, will have it before them in order that they may make up their 
minds in respect of our recommendations. 

The CHAIRMAN (Mr. Cameron): Members of the committee, I am putting — 
out of my mind the irrelevancies and concentrating on the merit of the argu-_ 

bt ments. In respect of Mr. Chatterton’s very subtle and sophisticated argument, f 
| I am still of the opinion, which I formed almost immediately after hearing 
the motion, that this request was out of order. 
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y ala ball to Mr. Chatterton’s bitention the fact that the Ontario brief 
| not suggest this committee obtain that information but they did suggest 


“The federal government should obtain the aoiOn of the royal commis- 
_ sion on taxation on the implications of the Canada pension plan on fiscal 

policy and the incidence of taxation. If the tax commission finds that 

the proposed methods of financing the Canada pension plan is incon- 

sistent with its own recommendations, alternative methods should be 
» considered.”’ 


a As Senator Croll has observed, that can be dealt with, if we feel we should 

_ suggest to the bodies that appointed us that that information should be sought, 
and that is the way it should be done. The royal commission on taxation has 
_ been appointed by the governor in council and it is only to the governor in 
_ council that they can report. I also would respectfully submit in respect of your 
suggestion that it is only through the government and the governor in council 
_ that a request could be made for such information. For this and other reasons 
i _ which I will not elaborate upon but which I think are equally cogent, I am of 
' the opinion the motion is out of order, and I so rule. 


a Mr. CHATTERTON: In that case Mr. Chairman I will submit another motion: 


a That the government be requested to determine whether the royal 

i. commission on taxation is prepared to submit a preliminary report on 
the implications of the Canada pension plan for fiscal policy and incidence 
of taxation. 


_ +Mr. Arxen: I second the motion. 


i Mr. KNOWLES: The government did not appoint us; if we make any recom- 
- mendations along these lines they should be in our report to the House of 
a Commons, as Senator Croll already has stated, and, in effect, your ruling on 
the previous motion would apply here. 


Mr. AIKEN: Speaking to the point of order, the Chairman, in giving his 
Tuling, stated that the previous motion was out of order mainly because it was: 
the government who should make the request, and that is what this motion 
_ deals with. 

_ Mr. Francis: Mr. Chairman, I would like to say I think at the time of 
drafting the report of the committee this would be the time for this point 
- and any others like it to be considered. We should not at this stage undertake 
to report in a piecemeal fashion. There will be a number of recommendations 
to the Senate and the House of Commons as a result of the report of the com- 
mittee and I think these should be considered in a draft report later on in the 
_ form of single resolutions rather than at this stage. 


me Mr. Luoyp: I wonder if I could appeal to Mr. Chatterton, in the light of this 
‘discussion, and ask that instead of putting the motion now that he withdraw 
it and at this stage make a suggestion that the steering committee in drafting 
their report consider this question, and that he reserve his position on motions 
until after the draft report is drawn up. 

| ‘" Mr. CHATTERTON: In speaking to whether or not the motion is in order, 
4 ay I say that even though this committee is appointed by parliament I do not 
ee anything wrong with it making a request to the government. Secondly, 
‘a the suggestion that this be contained within a report of the steering committee 
might be acceptable but there is definitely a question of time. It seems to me 
that the sooner this request is conveyed to the government—and it is only a 
4 _Trequest—the better. It is the government who will decide whether it will or will 
not make the request and it is for the commission to decide whether or not 
they are prepared to make such a report. It seems to me that it is important to 
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expedite the matter and to provide the committee or parliament with the 
answer. ; 

Mr. FRANCIS: The best way to expedite business is to come to the point and 
get down to work. 

Mr. CHATTERTON: I had thought all members of the committee would be 
anxious to obtain all the information that might be available or pertinent, but 
apparently that is not the case. 

The CHAIRMAN (Mr. Cameron): Are there any further comments? For the 
reasons already given I am also of the opinion that this motion is out of order. 

Mr. AIKEN: Mr. Chairman, I presume that we neither know nor care what 
the royal commission is doing. 

Mr. KNowWLEs: That is an unfair comment on the Chairman’s ruling, and 
Mr. Aiken knows better. 

Mr. Gray: I think Mr. Aiken should withdraw his remark. 

Mr. KNow.LeEs: Just as Mr. Gray withdrew his yesterday. 

The CHAIRMAN (Mr. Cameron): I would not ask Mr. Aiken to do it. I recog- 
nize him as an honest and sincere member of this committee. I feel no asper- 
sions upon myself on account of his observation. 

Mr. BASFoRD: It is just that the Conservatives met last night and tried to 
figure out ways to delay the report, that is all. 

Mr. KNowLEs: Now that is even, let us carry on. 

The CHAIRMAN (Mr. Cameron): I would suggest to all members of the 
committee that if we keep politics or any observations about the motives of 
any members of the committee out of the discussion, we would probably get 
along much better. 

Mr. FRANCIS: I think the record will speak for itself. 

Mr. Pritrie: Stan and I met last night also, Mr. Chairman. 

Mr. KNOWLES: We would like to get on. 

Dr. J. W. Wittarp (Deputy Minister, Department of National Health and 
Welfare): Mr. Chairman, members of the committee, you have asked me to 
say a few words before the committee commences its task of preparing a report 
on the bill. I cannot hope to comment on all the views and suggestions expressed 
in the very helpful briefs you have received. In reading these briefs and in 
listening to the presentations before the committee, members will no doubt have 
particular points which they will wish to discuss either now or when they are 
deciding upon the specific suggestions for the report. The government officials 
will be available to discuss the various provisions of the bill and to explain the 
technical reasons why certain approaches appear preferable to others which 
were brought forth during the discussions of the last few weeks. 

The committee has had a wide range of views expressed in the briefs with 
regard to the basic approach. There were those who had accepted a social in- 
surance earnings related type of program as the appropriate method for extend- 
ing income security to older persons, as well as for survivors and for disabled 
persons, but who made some suggestions for modifications in the bill. There 
were those who favoured the extension of flat rate benefits for old age security 
-and supplementary benefits as an alternative to a social insurance approach. 
There were also those who commented on specific aspects of the bill but who did 
not offer any alternative approach for the extension of income security to these 
groups. There were organizations, such as the Canadian Manufacturers Associa- 
tion, the Canadian Welfare Council, the Canadian Congress of Labour, the 
Canadian Federation of Agriculture, that favoured the earnings related approach 
over and above the old age security pension. The Canadian Chambers of Com- 
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_merce and. the Canadian Life Insurance Officers’ Association favoured a flat rate 
- approach. We had some very useful testimony from a number of individuals 
who gave support to one or other of these views. 
a I think it is fair to say that the views of the coueruments that have been 
working on pensions legislation for quite some time are clear; they favour an 
- earnings related plan. A study of the excellent reports of the province of Quebec 
_ which represent a great deal of study into this question indicates that this method 
is favoured. The Ontario brief, following considerable study over the years by 
that government, indicates that the Ontario government also favours this ap- 
proach. At the federal level, both the previous administration and the present 
- administration have also advocated this approach. 

There is one point that I should mention at the outset. The Canada pension 
plan is a social insurance measure designed to provide income security in the 
years ahead. You are considering now a measure whereby those who are now 
Wage earners can make more adequate provision for their old age and for sur- 
vivors’ and disability benefit. This is an earnings related plan, and an earnings 
related plan inevitably deals with provision for those who are now working. 
- Quite apart from this planning for the future, there is the question of the exist- 

ing provisions for those who are now retired. There are a variety of ways in 
which this question can be dealt with. One method is the addition to the existing 
old age security pension. Another, and these are not mutually exclusive, would 
be the provision of more adequate public assistance. The bill before you was not 
designed to deal with either of these matters. It is only natural, however, when 
you are discussing the whole question of income security for these groups, that 
this subject of alternative provision for those who are now 65 or over should be 
an important part of your deliberations. 
3 One of the basic principles of the bill is that the coverage be comprehensive 
_ and I think that this has been generally supported in the testimony before the 
committee. The legal limitations which place certain restrictions on compulsory 
4 coverage have been accepted. We have good reason to believe that in so far as 
_ those employed by provincial governments are concerned they will have a 
favourable response to coverage under the plan. 
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: Administrative feasibility is another consideration that has come up with 
4 regard to the coverage. The basic exemption of $600 and the exemption of casual 
f workers are examples of a method whereby this problem is dealt with. There is 
_ ho use passing legislation to cover certain persons if it is not feasible to enforce 
a the coverage provided, or if it is too costly to collect contributions and administer 
A the benefits. For extremely low income groups, the flat rate benefit is, of course. 
_ the main vehicle for providing income maintenance. 

f The plan originally proposed by the government of Quebec had a $1,000 
_ exemption. Because of the desire to avoid a provision that might be too limiting 
- on coverage $600 was accepted as a reasonable exemption level. It would exempt 
a large portion of the cases where it would be administratively difficult or un- 
~ economical to collect the contributions. At the same time it had the other ad- 
_ vantage that it provided for a graduated contribution on earnings up to $5,000, 
- which favours the lower income groups. 

The 1961 census reveals that about 71 per cent of all male wage earners, and 
- 46 per cent of female wage earners with incomes below $500 a year were under 

_ 25 years of age. Many of these people would be students working part time or 
~ new entrants to the labour force who are now working for the whole year in 
their first year at work. It should be made clear that the $600 exemption will not 
{ likely apply to a great many people for their entire working life. For many 
- people it will apply only for years in which they are sick, unemployed or receiv- 
- ing education, and for these years the drop-out feature offers a way in which 
compensation could be made. 

Persons whose annual income is continuously under $600 a year will be 
4 entitled to old age security in the amount of $612 at 65; that is to a pension of 
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over 100 per cent of their earnings in any year of their working life. If additional 
revenue is needed for the program, it might be more appropriate to raise the 
ceiling rather than to lower the floor. 

The basic principle followed has been to use the machinery of the Nepadhe 
ment of National Revenue to make collections. This approach has been followed 
in the United States and in the United Kingdom. Contributions based on payroll 
is the normal method that is used for an earnings-related plan. If one takes up 
point by point the procedures developed, two basic features are apparent. The 
methods now used under the income tax are to be used wherever practicable 
in the operation of the plan. Where new procedures especially related to a con- 
tributory social insurance plan are needed, the experience of the United States 
plan has been followed. This has not been the result of any desire to imitate 
their procedures, rather, it has been the result of a careful and detailed study 
of the various alternatives. 

One point of criticism has been the collection of contributions as soon as 
possible from persons having more than $5,000 a year. Another has been the 
fact that while an overpayment by an employee is refunded, the same approach 
is not followed in the case of the employer contribution. Mr. Meyers testified 
that the same approach has been followed in the United States and that it has 
been found acceptable and workable. No matter what procedure is followed in 
these instances, some difficulties will be encountered. However, on balance, it 
is considered that the approach suggested in this bill is the most workable 
solution. Mr. Sheppard will be available to comment on any of these specific 
points after I have completed my remarks. ; 

There has been a great deal of discussion about cross subsidies in the 
plan. In some instances there is confusion between a strictly deferred equity 
approach and a social insurance approach, where one of the purposes is to. 


-achieve certain objectives through cross subsidies. Indeed, even in the case of 


low income groups. Further, the $5,000 ceiling places a limit on the amoun 


private pensions, past service provisions and other features, provide some 
measure of cross subsidy. | 
If a social insurance program is going to require a very long period, say 
30 or 40 years, before full benefits are achieved, then there is little advantage 
over private insurance. When the old age security legislation was introduced 
in 1951, it was clearly understood that those then retired and those who would 
retire in the decade or so that followed would, on the average, get much more 
in old age security benefits than they had contributed. The use of cross subsidies - 


to get a social insurance program into full operation within a reasonable period 


of time is not an innovation. 

There has been some criticism that the higher income groups are getting 
higher benefits. In making this type of criticism full account was not taken of 
the old age income security program as a whole. In considering the amount 
of benefit provided, the flat rate old age security component has to be taken 
along with the earnings related component. In designing the earnings related 
portion, the fact that there already was a basic payment below always must 
be kept in mind. If there had been no such flat rate program already in exist- 
ence, other features would have had to be included in the earnings related 
benefit to weight the benefit in favour of low income contributors. The flat vata 
of $25 a month was provided in the supplementary benefits for this reason. qv 

A second consideration is the basic exemption of $600 for purposes of ee | 
tribution. This also has weighted the earnings related plan in favour of the 


of pension protection afforded those in the high income groups. Only a fraction 
of the income of the $10,000, $15,000, or $50,000 a year executive is coverec . 
by the plan. . 

Finally, if you are going to have a contributory earnings related plan, 
there Tust be some spread in the benefits received by contributors who ha 
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_ purpose of such a plan is to have some such differential because of the limita- 
4 tions of the flat rate benefit after a certain level of pension has been reached. 
; The suggestion that a pension should be based upon average earnings over 
a period of ten years is subject to a number of weaknesses. A ten year earnings 
A base had been considered at one time in the drafting of the Canada pension 
plan but had not been adopted for a number of reasons. 

; Use of the last ten years of earnings would be favourable to a number of 
the more highly paid members of the labour force but it would not work to 
the advantage of a great majority of wage earners who reach their peak 
earnings well before the last ten years of their working life. The average blue 
collar worker in general tends to reach his peak earnings level, perhaps, in 
the thirties, and the fact that you use the last ten years would work to his 
disadvantage. 

Consideration, then, needs to be given to the use of the best ten years in 
a person’s working life. As such years would, in a great many cases, be years 
other than the last ten years, payment of a benefit based upon those best ten 
years would mean the payment of a benefit not in keeping with the con- 
tributor’s position in the general level of wages at the time he earned those 
wages because there would have been no escalation of his earnings. Suppose, 
for example, that a man’s best ten years of earnings were from age 45 to 55 and 
that his wage was two thirds of the average wage in that period. When he 
retired ten years later and received his benefit based upon those wages, that 
benefit would be considerably below the benefit payable to the man who had 
continued to work at two thirds of the average wage which had increased over 
the ten year period from 55 to 65. 

A great part of the labour force is now composed of women whose pattern 
of employment is such that there may be gaps in their working lives. A benefit | 
based on their ten best years of earnings, which years may well be spread out 
over a long period, may be considerably below the benefit which would be 
payable to their colleagues who have remained in the labour force continually 
and whose wages kept pace with the average. In many cases it will be con- 
siderably below the benefit of women fortunate enough to work for the las 
ten years before their retirement at higher earnings rates. 

Mr. AIKEN: May I ask a question of Dr. Willard at this point? If a ten 
year earnings base were used—either the last ten years or the best ten years— 
what would this do to the minimum number of years that a person would be 
required to work in order to qualify; would the 42-year earnings basis be 

eliminated? 

Mr. WiLLARD: Mr. Chairman, when Mr. Coward was appearing before the 
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committee that question was not asked of him; that is, how many years would 
- he use. For instance, in the civil service plan it is the average salary of the 
six best years and you multiply two per cent of it by thirty-five years to get the 
_ full pension. Normally it would be a relatively long period. For instance, if 
_ the proposition is for a 20 year transition period, it would be at least 20 years 
4 but may be 35 or 40 years say. iat 

4 Mr. AIKEN: This is independent of the ten years. You still require a mini- 
mum earnings period of some sort. 

Mr. Wiutarp: Yes. 


Mr. FRANCIS: You cannot just lock at the number of years: you must look 
at the combination in the formula. 


The CHAIRMAN (Mr. Cameron): Perhaps we should let Dr. Willard con- 
_ tinue. I do not wish this interruption to be taken as a precedent. 


-- -‘Mr. Wiiuarp: The proposal in Bill No. C-136 by which the earnings of 
@ach contributor are updated to the time of his retirement overcomes all the 


above difficulties since each year of earnings is given equal weight in the cal- 
ty 
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culation of the contributor’s average wage and since the contributor’s relative 
position in the general wage pattern is maintained. A contributor who works 
for the 15 years from age 30 to 45 at two thirds of the average wage will receive 
the same benefit as another contributor who works from age 45 to 60 at two 
thirds of the average wage. In other words the many and varied patterns of 
earnings are not so important in the Canada pension plan as in a proposal 
to use the ten best years of earnings. 

There is the further point that Mr. Coward referred to; that is, when you 
get an adjustment based on an earnings index, it is a gradual adjustment, 
whereas the other approach would leave it to legislative changes which may 
come at intermittent times and may result in various anomalies arising between 
individuals depending upen when the particular legislative changes came into 
operation. So, in addition to the other points I have made, career earnings ad- 
justed according to an earnings index produces fewer anomalies than either 
of the other approaches suggested. I might add that in many of these things it 
is not a case of any approach being right or wrong; it is a case where there 
can be arguments for and against each approach. We have spent a great deal 
of time studying these various methods and felt on balance that the approach 
that was recommended to the government and adopted by the government was 
the most satisfactory method. 

There have been proposals that the escalation of earnings and benefits 
under the Canada pension plan be done away with altogether, that the earnings 
index be replaced by the price index, and that the price index be replaced by the 
earnings index. 

Perhaps I should remind you of the roles of these two indexes in the plan. 
When the decision was made to use average earnings over one’s entire career 
instead of average earnings in one’s last ten or best ten years, it was recog- 
nized that some method would be needed to update earnings levels that would 
be up to 30 or 40 years old at the time of retirement. It was decided that the 
important thing to keep track of was the relationship between one’s earnings 


in any year and the earnings ceiling for that year. The record of earnings 


would therefore be updated by expressing this relationship in terms of the 
most recent earnings ceilings. In order to ensure that the earnings ceilings do 
not get out of line with productivity and average earnings levels, it was de- 
cided to relate the earnings ceilings to an index based on the total earnings 
of all people covered under the plan. This was the extent to which indexing 
was used in Bill No. C-75. | 

The Quebec pension committee’s report favoured an index based on price 
levels rather than wage levels, and restricted to a maximum increase in any 
one year of 2 per cent. This index would be used both to update the record 
of one’s earnings, and the monthly pensions that would in future be paid. 
The merit of escalating benefits in pay in accordance with rises in the price 
level was recognized but it was considered that the earnings ceiling should 
be related to average wage levels, and should increase as wage levels rise. 
Accordingly, after the transition period, the earnings ceilings are adjusted 
in line with changes in wage levels, and benefits are adjusted in line with 
changes in price levels. However, during the transition period, it was felt that 
the earnings ceiling could be held constant at $5,000, which was higher than 
the $4,500 proposed in Bill No. C-75. The decision to escalate benefits in pay 
during the transition period in line with the price index made it impossible 
to hold to a constant earnings ceiling. Anomalies would have developed as 


between the pensions payable to widows commencing to receive benefits in one 


year and those who had been receiving benefits for several years. Therefore 


it was decided that, during the transition period only, the earnings ceiling — r 


would at least have to keep pace with rising benefits; this was achieved by 
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_ relating the ceilings in those years to the price index. If the ceilings were to be 
- adjusted by the earnings index in the transition period also, the level of benefits 
_ during that period would be even higher than those contemplated in Bill No. 
_C-136, and the so-called ‘windfall’ would be even greater than at present. 
_ The gap in benefits between those receiving $75 old age security only, and those 
receiving the Canada pension plan benefits in addition would be widened. 

There has been considerable discussion about the drop-out feature. The 
_ teachers mentioned the fact that their profession would be adversely affected 
in the early years while pursuing their education. The Canadian Manufac- 

turers’ Association mentioned this point as well. In addition, the eachers have 
a problem which is common to the firefighters, namely, they have an earlier 
‘retirement age than usual which is usually 60 years of age. This would indi- 
cate to me that the drop-out feature should be examined to see whether 10 
per cent or 4.7 years is adequate to cover all the contingencies for which it was 
designed. 
Contracting out of private pension plans by the government scheme was 
raised by some of the witnesses. I should say that a great deal of study was 
_ given to this aspect because obviously if it had been a workable approach it 
would have been helpful in dealing with the integration of private pension 
plans. 
: A few years back when I was in Geneva as chairman of the expert com- 
mittee on social security of the International Labour Organization I had an 
opportunity to discuss this point with a number of specialists from other 
countries. They included Mr. Myers of the United States who was a member 
of that committee. The reaction I received was that it was not workable under 
the usual type of social insurance plan. I should add too that this reaction has 
come not only from officials but also from the ministerial level in Great Britain 
where we received an expression of some misgivings about the contracting out 
_ provisions under the British plan. 
| We do face a special problem in the case of Canada as to how far federal 
constitutional jurisdiction would give the right to deal with private employers 
who are not employers under federal jurisdiction in the normal sense, and 
thus be able to work out a contracting out arrangements for private plans. 

In addition to that, of course, this social insurance plan which has features 
such as early maturity and internal subsidies, survivors’ benefits, and so on, 
_makes it very difficult indeed to see how a contracting out provision could be 
_ incorporated. 

The plan in Great Britain relates only to the retirement scheme and does 
not involve survivors’ and disability benefits. The plan in Great Britain is very 
- close to a deferred equity type of plan and is not similar to the kind of plan 
_ which is proposed here or the kind of plan which you have in the United States. 
| The use of escalation features, of course, further complicates the problem, 
and it raises two additional questions. As the index rises, the maximum contrib- 
_utory earnings will rise. This means that each time there is a change in the 
ceiling, there will be a change in the amount of contributions: which will have 
_ to be deducted for all contributors whose earnings exceed the ceiling. 
It would be very difficult for the federal government to insure that such 
a provision is provided by all contracting out plans. Under the Canada pension 
_ plan the earnings in any one year are to be updated by a change in the ceiling 
between the year the earnings are received and the year in which the benefits 
become payable. To insure that all benefits payable under deductibility plans 
were at least the equivalent of those payable under the Canada pension plan 
_ from the point of view of our position would be very difficult indeed. 
’ In general our conclusion is that contracting out is not workable under 
eens type of program. The early maturity features and internal subsidies cannot 
easily be duplicated by private pension plans. Amendments to increase con- 
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tributions, benefits and other provisions of the public program may be expected 
from time to time; these would force changes in the contracted out schemes, 
if they were required to continue to offer benefits comparable to those under 
the public plan. Finally, as I have mentioned the inclusion of survivors’ and 
disability benefits related to retirement benefits adds a further complication 
to it. 

The question of the cost of the different proposals which the committee 
has received will of course be of the utmost importance to you. The total outgo 
under old age security, including the proposals in Bill No. C-136 provide 
for an expenditure of $975 million, in 1966, and of $1,306,000,000 in 1970. 
The addition of an extra $10 a month—I take that amount because you can 
use it as a factor to be applied to any of the proposals received—to persons 
70 years and over would add $118 million; and to persons 65 to 69 and addi- 
tional $63 million. 

I think there were other suggestions to make the benefit payable at the 
age of 65. Even if this were done on a basis of lowering the age of eligibility 
a year at a time, the costs would rise at a considerable rate, and I would like 
to mention these estimates for the record. In 1966 the cost would be $998.5_ 
million. This would rise to a cost of $1,579 million in 1970. . 


Mr. Basrorp: Is that for the ages 65 and 70 all at once? 


Mr. WILLARD: No, that would be providing for those aged 69 or over in 
1966; and for those aged 68 or over in 1967 and so.on, lowering the age as it 
is provided in the Bill. 


Mr. KNOWLES: What would be the total rate? 


Mr. WILLARD: Seventy-five dollars a month. j 
Mr. FRANCIS: That is precisely the Ontario proposal as outlined fully before 
the committee. 


Mr. WILLARD: No, I think the Ontario proposal was to add perhaps $25 t 
over and above this. I am just talking about the cost of old age security at 
this point. aa 

Mr. KNOWLES: This is a case of lowering it a year at a time, but keeping | 
it at $75 rather than at a reduced rate. Ni ; 

Mr. WiuLuarD: That is correct. I think one of the briefs presented before | : 
the committee suggested that $75 be payable at the age of 65. ; 


Y 
Mr. KNOWLES: If we wish to have it in terms of a higher figure we would 


just add multiples of $10 to the costs already given. i 


Mr. WILLARD: Yes, that would give you the estimate required. is 
Hon. Mr. McCutTcHEon: That would be for any additional cost. The over 
all cost would be that which you have described? % 


Mr. WILLARD: That is correct. i 
Mr. CHATTERTON: This would not mean to apply the earnings test at 65? % 
Mr. WILLARD: No, that is not applying the earnings test. iy 
I hope the members appreciate that the proposal of applying the earnings 
test to both old age security and the earnings related plan does involve a io 
of difficulty in view of the fact that the federal old age security payment 1is_ 
made in Quebec. How you would work a federal earnings test in that situation 
I am not sure. Whether Quebec would have to include the federal old age 
security payment in their earnings test calculations if they had a comparable 
provision, I am not sure. But this is a point which does raise some difficulty. 
It is not just as simple as, say, etapen an earnings test to both compensa 
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gether you arrive at $983.5 million in public outlays on old age income security © 
at the present time. 
+ If we look back to 1950, 100 per cent of old age income security was on 
Dt an assistance basis. At the present time, almost 90 per cent of income main- 
_ tenance expenditures are made under the old age security program, which © 
_ requires no means or needs test. Slightly more than 10 per cent is provided 
1 through social assistance programs. In other words, in the period since the old 
age security program came into effect we have reduced the proportion in the 
4 form of assistance payments to 10 per cent of total public outlays for old 
4 ‘age income security. 


Mr. KNOWLES: You have reduced it to 10 per cent from 100 per cent? 


Mr. WILLARD: Yes, from 100 per cent to 10 per cent. There is another 
4 important effect of the universal flat rate pension in addition to the fact that 
‘the assistance approach has been gradually diminished in its effect and in its 
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sphere of operation. The proportion of cost or expenditure between the federal 
and provincial governments took an important shift with the introduction of 
that program. Whereas in 1951 the federal government was carrying 75 per 
cent of the cost and the provincial government 25 per cent of the cost, in 1964 
the federal government was carrying 94.5 per cent and the provincial govern- 


: 
i ments were carrying 5.5 per cent. 

i 

i Mr. CHATTERTON: Does that include the combined cost? 

. Mr. WILLARD: That includes the combined cost of federal and provincial 
a governments. If you take expenditures on the old age security, old age assist- 
- ance and supplementation through unemployment assistance, the proportion 
q borne by the federal government is 94.5 per cent. 

4 Mr. CHATTERTON: Dr. Willard, the $90 million that you quoted as the cost 
for old age assistance in the fiscal year is strictly federal? 

a 


Mr. WILLARD: No, that is the combined federal and provincial expenditure. 
Mr. Chairman, there have been points raised about old age assistance and 
general assistance, and the need for integration of assistance with the Canada 

pension plan and the old age security plan. I can only repeat what I have men- 

tioned before, that this is a matter that is under active consideration not only 
by the federal government but by provincial governments. We have had a 
number of federal-provincial conferences on this matter, the last of which 
~ -was in December when the directors of unemployment assistance met to review 
_ this question, among others. There will be before too long a meeting of the 
- ministers of welfare, along with their technical advisers, to see if a new ap- 
_ proach to public assistance can be developed in Canada. 

At the previous discussion, very considerable advance was made. If these 
‘discussions continue to move along as favourably as they have until now, I 
_ believe we can look forward to some agreement on this matter. 

It not only involves old age assistance and disability and blind persons 
‘allowances, but also the unemployment assistance program .and questions of 
_ whether the federal government should share costs of mothers allowances, the 
medical care costs, costs of administration and so forth. So it is a complex 
- subject that is not limited to old age income security. It is also a matter that, 
as you can see, is very intimately related to federal-provincial relations with 
a sol to the approach to be followed in shared cost programs generally. 

| é Some mention was made in the hearings about disability and rehabilitation. 
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believe the point has been made that there is a need for a close relationship 
q between income maintenance payments and rehabilitation services for the 
: a disabled. We had assumed that in the development of the administration of 
the disability test, as I mentioned, I think to Mr. Rheaume or Mr. Chatterton 
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earlier, that the applicant would obtain from his own physician a medical 
report which would be the medical evidence used in reaching a decision on 
eligibility. If the medical review board considered that a further medical 
assessment was required, this should be paid by the federal government. In 
some cases this involves obtaining the opinions of consultants or specialists 
or of sending a person to hospital for a complete medical check-up in relation 
to the particular disability. It may be that in the Bill we have made insufficient 
provision to cover these costs, because we had assumed that we would do it 
in the same way that we do it now under the disability allowances program. 
We make provision in our departmental estimates to cover the costs of these 
medical assessments when they are required. But since the basic principle is 
that all expenditures in connection with this bill must come out of the plan, 
it may be necessary to consider whether this particular point is adequately 
covered in the Bill. 

Another aspect that has arisen relates to whether or not there should be 
a requirement that a person who is applying for the disability benefit or who is 
receiving the disability benefit should be required to take rehabilitation if it 
is considered that rehabilitation would restore that person to reasonable health, 
and thereby make it unnecessary for him to receive the disability benefit—in 
other words, he could go back to work and be gainfully employed. If the com- 
mittee wishes to follow this approach we may have to make some additional 
provisions in the bill. The United States legislation has such an eligibility 
condition. 

When you get into the question of requiring a person to take rehabilitation 
treatment if he is to continue on his disability pension, you do get into an area 
that is a little difficult. You get into an area where it is very important that 
the appeals procedure be there to protect the rights of applicants and benefi- 
ciaries. You also get into the question of certain groups, such as Christian 
Scientists, who would not wish to have this type of medical treatment applied 
to his case. 

The question of safeguards has been mentioned, and I think your discus- 
sions with Mr. Coward and the statement which Premier Robarts made with 
regard to the Ontario views have indicated clearly the importance which 
Ontario attaches to these safeguards. They are important to other provinces as 
well. As with many features of the plan, they were the outcome of federal- 
provincial negotiations. Thus, to some degree the plan has to be considered a 
negotiated plan. We have tried on many points to reach a consensus of views— 
not only just of the provinces but also of the federal government’s views—with 
regard to the various parameters, as it were, of the legislation. 

During our discussions some questions came up about the advisory com- 
mittee, as to whether some aspects of it were spelled out as fully as they 
should be and whether or not this might be done in the legislation rather than 
leaving it to order in council. I think either way it will work out satisfactorily, 
but this is a question which the committee may wish to consider. 

I hesitate to mention this point after your earlier discussion today about 
royal commissions and special studies but I would point out to the committee 
that the Economic Council of Canada in its first annual review did take the 


trouble to take a look at the pension plan on its own initiative. I, for one, did 4 
not know the council was considering the plan. On pages 129 and 130 of that 


report they have discussed the impact of the pension plan on national saving. 
I have here the pertinent three paragraphs from that report and if it is agree- 
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able, Mr. Chairman, it might be incorporated in my comments at this time — 


without it being read. 
The CHAIRMAN (Mr. Cameron): Is that agreeable? 
Some hon. MEMBERS: Agreed. 


| as aa . > of » > 
= 
a > 
1 
Al 
/ 


i 


CANADA PENSION PLAN 1893 


Mr. WILLARD: The paragraphs follow: 


The question arises as to whether the proposed universal eeenibutoes 
pension plans are likely to have significant effects upon the rate of 
gross private saving, and the flow of savings through the capital markets. 
Here again the lack of knowledge concerning determinants of saving 
makes conclusive assessment of future developments difficult. However, 
calculations based upon the growth conditions we have assumed for 
employment, income and prices indicate that by 1970 the annual con- 
tribution income of the plans (based upon the rate provisions outlined in 
the federal government white paper) would amount to slightly more than 
five per cent of total gross private saving. This would be somewhat more 
than one per cent of the gross national product. Consequently, as the 
white paper notes, even if this entire sum were diverted from the stream 
of private saving, the effect on the rate of total saving would be limited. 

It has also been argued that in the longer run such a diversion, 
either from the personal or corporate flow of savings, seems unlikely, 
particularly under conditions of high and rising real and money incomes. 
Current studies under way in the United States, as well as the impact of 
social security development in Canada and elsewhere on the rate of 
private saving, lend support to this latter view. We incline to the belief 
that the stability of the rate of gross private saving will not be signifi- 
cantly affected by the introduction of the plans. 

On the other hand, it is obvious that the accumulation of the pension 
funds during the initial period will provide a large and special source of 
capital financing for the provinces and their agencies. Although the 
requirements of repayment and interest costs will continue to exert 

familiar restraints, these governments may be led to expand expenditure 

on capital projects faster than they otherwise would. We have recognized 
this possibility in our projections. However, the net result would appear 
to be one of considerably reduced dependence by provinces and their 
agencies on the usual capital markets in both Canada and the United 
States. 


The question of residence under the old age security program was raised. 
The particular point I have in mind here was the point raised by Mr. Knowles 
and Mr. Monteith in respect of the one year requirement, where the person 
is using the two for one makeup provision. As it now stands a person in order 
to receive old age security either must have resided the last 10 years in Canada 
prior to making application at age 70. As an alternative, the person could have 
makeup years two for each one of absence in that 10 year period; in other 
words, he could have 20 other years that could be used to make up for this 
last 10 year period. However, if that is done, he must in addition have resided 
in Canada for the last year before making application for pension at age 70. 
This has created an anomalous situation with regard to married couples where 
the wife is a few years younger than the husband and they decide to leave 
Canada. The husband may be receiving his pension at the time they leave at 
age 70. Then in due course the wife reaches the age of eligibility for pension 
but unless she comes back and spends one year in Canada she cannot receive 
the benefit. By lowering the age of eligibility to 65 many of these anomalies 
that have occurred in the past with respect to persons between the ages of 
65 and 69 will be resoslved. The question which has now been raised is what 
about those just below age 65? As the minister mentioned, she would be glad 
to hear the views of the committee in this regard. You might wish to consider 
a lengthly period of residence in Canada after attaining the age of 18 years or 
21 years sufficient to extend over the person’s working span. Some such 
approach might be considered to cover the type of problem which has been 


raised. 
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- questions perhaps we could deal with them at this time. 


formation which has been requested might be forthcoming. I realize the staff 


_ Life Officers Association for other years, and the other was the Ontario plan 
costs for two other years, 1980 and 1990. 


able to proceed with the next ee in our work as expeditiously as possible. ¢ 
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Mr. Gherenan I have cas a very considerable Bag 3 fat your time and 
I must apologize for it. 


The CHAIRMAN (Mr. Cameron): You do not need to apologize. 
Mr. WILLARD: There are many points I have not covered. 


The CHAIRMAN (Mr. Cameron): Your comments have been very thorough 
and have been of great assistance to the committee. 


Mr. WILLARD: Other officials are here today and if the members have any 


Mr. CHATTERTON: Mr. Chairman, can Dr. Willard tell us when certain in- 


is very busy but it would help us in determining our schedule. 
Mr. OSBORNE: May I ask Mr. Chatterton which particular items he is 
making reference to? 
Mr. CHATTERTON: One was the figures given in chart II of the Canadian 


Mr. Osporne: As far as the last request is concerned, it was made on 
Monday when the province of Ontario was here. I did provide the data for 1970. 
I have not had an opportunity either of calculating the data for 1980 and 1990 
or to pass on the request to the chief actuary because he calculates the data 
regarding extra contributions that might be expected from removing the $600 
exemption. 

Mr. FRANCIS: A question was also put in that respect. 


Mr. Osporne: The first concerned the review of chart II of the Life In- 
surance Officers Association brief and the projections of that for several other 
years. That also is in the hands of the department of insurance and I have not 
recently heard from them when it might be available. However, I have just 
been informed by the chief actuary that it is almost ready now and, if that ~ 
is the case, we would hope to have it available to the committee in a few 
days. . 

Mr. CHATTERTON: Did you say the information on the Ontario plan is ig 
almost ready? a 


Mr. OspornE: As I said, I have not had an opportunity to pass on to them a 
the request until this moment. Be 


The CHAIRMAN (Mr. Cameron): I do not know whether or not we want — 
to get into the area of general discussion on Dr. Willard’s statement. My 
opinion is that we should request explanations or information in respect of 
matters which are not entirely clear, but if we go into a real general discus- — ( 
sion at this time I do not think we will get the benefit of what they have _ 
come to tell us today. That is only an observation. Do you think we need a 
general discussion at this time? Ps 


Mr. Luoyp: Speaking only for myself, Mr. Chairman, as I sat here andi i) 
listened to Dr. Willard’s presentation, even though I am out of order, I must ~ 
say how greatly I valued the explanations he has given. I am sure we all 
appreciate it. I am greatly impressed with the job which Dr. Willard has done — “i 
in trying to explain the decisions in the bill which is before us in the light. s 
of the criticisms, some of whch have been contructive, which have been put. 
before us. But, I think the only way we can do justice to it now would be 
to hear his statement as rapidly as possible and, in that way we would be — 
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suggest that any of the members who nin to see it should go there. I would 
suggest that you all go in a group and peruse it there, otherwise it will be 
spread all over the place and no one will get the benefit of it. 

_ Mr. Gray: Mr. Chairman, perhaps I have a more specific suggestion along 

these lines. It may be that though the facilities of the department it could be 
-mimeographed. It is very necessary that we be in a position to peruse his © 
comments as soon as possible. 
: Mr. CANTELON: I agree wholeheartedly that we should have the benefit 
of reading these comments as soon as we can, and if we cannot get the report 
I think we ought to have it mimeographed. Dr. Willard’s criticisms were very 
age and I think we all would like to read them, and the sooner the © 
better 


& 


Mr. Luoypb: I for one appreciate the promptness with which Mr. Willard 
has dealt with these matters but I agree that we should be in a position to 
read the evidence as soon as possible. 

" The CHAIRMAN (Mr. Cameron): Dr. Willard, can you supply an answer 
“for us? | 

: Mr. WILLARD: I had great difficulty getting these comments together in 
“the time available after your request for my comments. Some of it was pre- | 
pared and some was impromptu. I will try and put together as much as I can 
of the material and have it reproduced so that it will be available to your — 
“committee. But, it may not completely correspond with that of the record of 
my testimony to-day. 


Mr. KNOWLES: It could be identified as notes used. 
f Hon. Mr. Crouu: Yes, working papers. : 
: The CHAIRMAN (Mr. Cameron): Is that suggestion agreeable to the com- 
mittee? 
; Mr. Basrorp: Mr. Chairman, the rough transcript would be ready in a 
very short time. 
The CHAIRMAN (Mr. Cameron): I did make the suggestion that the tran- | 
‘script would be in the clerk’s office. 
i‘ Mr. Basrorp: Perhaps Dr. Willard could work from the transcript. I 
imagine it would be ready in half an hour. 
Mr. KNOWLES: Perhaps we could make a photostat of the transcript. © 
Mr. Francis: Mr. Chairman, I think we should leave this with Dr. Willard 


Mr. FRANCIS: I have two as well. 

Hon. Mr. CROLL: Well, if you wish, go ahead. 

The CHAIRMAN (Mr. Cameron): As I mentioned before, I do not think 
it is advisable to get into a general discussion at this time. I think we should 
be concerned only with clarification of certain things which Dr. Willard has 
said. But, if you want to hold a general discussion, it is up to the members of 
; the committee. 

Hon. Mr. CroLtL: Both matters I wish to raise have been referred to by 


The CHAIRMAN (Mr. Cameron): Mr. eee is first, followed by Mr. 
_Chatterton and then you, Senator Croll. | 
; Mr. KNowLES: Mr. Chairman, I wish to direct a question for clarification. 
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gave us in respect of old age security. I will put down what I have done 
and if I have done it incorrectly I will be glad to be corrected. | 

I gather that you said that if old age security at $75 a month were made 
available to those aged 65 and up, coming down a year at a time, that in 1970 
the total cost would be $1 billion 579 million? 

Mr. WitLaRD: That is correct. That includes some escalation but that is 
in the proposal. ; 

Mr. KNowWLES: That is what it would cost in 1972 if you paid everybody 
who is 65 and over $75 a month. 

Then, in another portion of your presentation you said that to add $10 
a month—we can do the multiplying for higher amounts if we wish to—would 
cost $118 million a year for those 70 and over, $63 million a year for those 
65 to 69, or a total of $181 million. Am I correct or not? 

Mr. WILLARD: In 1966. 

Mr. KNow.es: But if we had that figure escalated to 1970 what would 
it be? 

Mr. WitLaRD: It would be $125 million for those 70 and over and $69 
million for those 65 to 69, or a total of $194 million. 

Mr. KNow.eEs: So I could add $194 million to the $1,579 million you al- 
ready got, and get $1,773 million? 

Mr. WruLarp: That would be very close to the figure you are after. I am 
sorry there is escalation included in the $10 a month estimate but the additional 
amount involved would be small. 

Mr. KNow.Es: This would be close to an estimate of what it would cost 
to pay $85 a month to everyone at the age of 65 in 1970. It would be a 
smaller figure for the earlier years according to some de-escalation, but at 
any rate we know what the figure is and we can look at it in relation to 
what we are now spending on old age security and other plans. 

Mr. WILLARD: Yes. 

Mr. KNow.es: All I wanted, Mr. Chairman, was that clarification. 

Hon. Mr. Smitu (Queens-Shelburne): What was the total figure? 

Mr. KNow.tes: The total figure for 1970—if my quick arithmetic was cor- 
rect—was $1,773 million for $85 a month paid to everyone 65 years of age 
and over. . . 

Mr. WiLuarD: Mr. Chairman, I have the figure for 1975, if Mr. Knowles 
wants it. That is for the $75 a month—this would project the costs a little 
further. It is $1,931 million in 1975. 

Mr. CHATTERTON: At what age? | 

Mr. Winuarp: At the age of 65 and in the amount of $75 a month. That 
corresponds to the figure of $1,579 million. 

Mr. RHEAUME: Do you have, by any chance, a figure of what the old age 
security cost will be if the program remains unchanged in 1970? 

Mr. WILLARD: Yes, if it remains unchanged but as in Bill C-136 the figure 
will be $1,306 million in 1970. . 

Mr. CHATTERTON: Is that in 1975? 

Mr. WILLARD: No, in 1970. ; 

Mr. KNOWLES: The reason why you gave us the year 1970 was that you 
postulated the idea on coming down a year at a time starting in 1966; that is 
to pay the full amount in 1966 at the age of 69, the full amount in 1967 at the 
age of 68, and so on. This is a different postulation to that in Part 4 of the 
bill which proposed paying old age security at reduced amounts. a 
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E... + Mr. WILLARD: That is correct. I could give you the amounts for each year 
oe as the age is lowered, if you would like them. 


Mr. KNOWLES: With the idea of coming down a year at a time? 


Mr. WILLARD: This is the estimated total cost of paying a flat rate benefit 
of $75 a month to persons aged 69 and over in 1966, 68 and over in 1967, 67 | 
q Brand over in 1968, 66 and over in 1969 and 65 and over in 1970 and thereafter. | 
_ In the following estimates a fertility-high immigration assumptions have been 
- applied. The benefits are assumed to have been escalated at a rate of 14 per 
cent annually from 1967 on. In 1966 the estimated amount is $998.5 million. 
- In 1967 it is $1,109.4 million. In 1968 it is $1,248.9 million. In 1969 it is $1,404.5 
4 million. In 1970 it is $1,579.3 million. In 1975 it is $1,931.3 million. 


a The CHAIRMAN (Mr. Cameron): All this information is going to be avail- 
- able for us tomorrow. 


q Mr. KNOWLES: These were additional figures that were not included in 
_ the earlier statement. I am grateful to Dr. Willard for producing them. 


ia Mr. CHATTERTON: In your comments on the difficulty of collecting if you 
_ remove the $600 exemption you said that if you wanted to get more revenue 
_ you should increase the upper ceiling. If that were done, do you have in mind 
e that the percentage would be decreased? Otherwise you would actually in- 
4 crease the spread. You did not say it but I wondered if you had it in mind. 


. Mr. WILLARD: What I had in mind was that either way you take it you 
_ are going to have administrative difficulties with the very low income people, 
q _ people that are casual workers, in and our of the labour force. Some of them 
4 are students and so on. One way of doing it is to go through a whole list of 
_ these categories and in one way or another, probably mostly through regula- 
_ tion, you would exclude them. Another way of achieving it is to set a minimum 
‘ ~ amount. We have done it in the primary industries for casual labour with the 
25 days or $250 provision. 
The second way of doing it is this basic $600 Ea vee We think we 
a have set it at a level where it will solve a lot of these administrative problems 
_ and yet will not cause any severe hardship with regard to coverage. 


‘% q 


ee 


4 Mr. CHATTERTON: And yet you did say that if you wanted to get more 
q myenue it would be better to raise the upper ceiling. I thought you said it, 
anyway. 


a Mr. WILLARD: One of the witnesses before the committee suggested that 


4 by removing the $600 you would get a lot more revenue. I am not as 
- optimistic on how much more revenue you would get from these people 
7 _ that are thereby excluded. Most of your revenue would come from the people | 
e who are already covered, in other words who are not exempted by the $600. 

_ Therefore, if it is just extra revenue you want, another method would be to 
raise the ceiling. 


- Mr. Prittre: I did not understand that point, raise the ceiling but not 
_ the benefits? Is that the suggestion? 

i Mr. WiLLARD: Here again I was referring to the testimony that in order 
to finance certain additional benefits that were proposed, the suggestion was 
to remove the $600 limit and therefore get more income. All I am saying 
is that as far as the people that are excluded are concerned, you are not going 
to get too much more income from them because you would end up, either 
_ through the Act or regulations, by excluding a lot of them. Therefore, if it is 
the money you want, you could arrive at it in a different way. 


. Mr. Prittre: The Canadian Welfare Council said something about ae 
the ceiling. I do not remember their answer now. 
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Mr. CHATTERTON: Mr. Chairman, may I get a clear answer to this question? 
Would you say that if it were decided to raise the ceiling to $7,000 it would 
then be advisable to change the 25 per cent to maybe 20 per cent? 

Mr. Wituarp: No, I think the ceiling is at a reasonable level, having 
regard to the average wages in Canada. It could perhaps be a little higher 
but I would not say that this would be an alternative to changing the per- 
centage. I think that having regard to the level of benefits you want and 
the situation in Canada with regard to private pension plans, the level of 25: per 
cent is not unreasonable. Also one must have regard for the fact that we 
have a flat rate benefit. When you put the two together in that particular 
combination we have, I think we get a fairly reasonable level of benefits and 
yet we do not come into serious conflict with other methods of providing for 
old age income security such as the private pension plans. 

Mr. CHATTERTON: One of the criticisms has been that the difference in 
bonuses is between the high income and low income group. If you did raise 
the ceiling, that gap would be widened. What then would be the disadvantages 
of the system employed by the United States, namely a lower percentage 
benefit for the higher income ceilings in spite of your fiat benefits? 

Mr. WILLARD: They have not got as high a fiat benefit. 

Mr. Francis: Mr. Chairman, I have a supplementary question on this 
point. I was just curious to know why more attention was not paid by the 
Ontario people in their proposal to the flat rate component being considerably 
larger than in the Canada pension plan? 

Mr. WuiLuarD: Well, Mr. Chairman, I think the member probably is 
aware, from the answers Mr. Coward gave to the committee when he appeared, 
that the $25 proposal is a new proposal of the Ontario government. 

Mr. CHATTERTON: Was it not placed at the federal-provincial conference? 

The CuHarrman (Mr. Cameron): I think we are wandering a bit far afield. 

Mr. Wituarp: I do not think I can go any further than Mr. Coward did 
in the answer to the questions put to him by the committee. 

Mr. CHatTTeRTON: May I have an answer to my question? If you did raise 
the ceiling and provide the flat rate you have, what would be the disadvantage 
in lowering the percentage of benefit to those in the higher income bracket? 

Mr. WintuaARD: Is your suggestion that you split the rate in range from 
$600 to $5,000, or something of that nature? , 

Mr. CHATTERTON: No. Right now the benefit is 25 per cent. Let us say 
you raise the ceiling to $6,000 or more, and in the higher income earning 
bracket, the benefit would not be 25 per cent but, say, 22 per cent. 

Mr. WiuLaRD: Are you suggesting using 22 per cent throughout? 

Mr. CHATTERTON: No. 

Mr. KNOWLES: Why not raise the ceiling for contribution purposes and 
not for benefit purposes at all? 

Mr. CHATTERTON: Which would be the same type of thing. 

Mr. WILLARD: Yes. You could split it and have a different percentage 
rate for different levels of income. This is somewhat of an adaptation of the 
United States approach. 

Mr. CHATTERTON: What are the major objections to such a proposal? 


Mr. WILLARD: You have so much complexity in the whole plan now. But ‘ 


at least a person knows it is 25 per cent of his career earnings. 
Mr. CHATTERTON: Twenty per cent is an easier figure to remember. 


Mr. WILLARD: If you end up with 20 per cent for one level and 30 per cent — 


for another, you would have a notch problem. 
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Mr. AIKEN: Would it be complicated if the contributions were taken on 
an extra $1,000 without increasing the benefit? I am suggesting this might be 
a case of the better income people in some way assisting the lower income 
people? I understand the administrative difficulties. 

Mr. WILLARD: First of all, Mr. Chairman, you have to decide whether you 
need the extra income. Then, assuming you would need it, you have to decide 
is this the way to go about it. 


Mr. KNOWLES: Would it be more feasible to get it Dee than from those 
below $600? 

Mr. WILLARD: Yes. You are not going to get much income from the group 
below $600 who are excluded. But from the people who are above that level 
you will get extra income. 

Mr. E. E. CLARKE (Chief Actuary, Department of Insurance): When we are 
talking about income to those under $600, you would not get much income from 
those people, but also do not forget that you are not getting the income from 
the $600 for all those who will be contributing; this would be substantial if 
you tax on the first dollar. 


Mr. WILLARD: I want to thank Mr. Clarke for his statement; that was the 
point I was attempting to make. If you are looking at it from the point of 
view of coverage, the income you get from those excluded is very little, but 
from all those in the plan would cover anyway you get the revenue on the 
$600; so, you have to decide whether you are going at this from the point of 
view of coverage or income. 


The CHAIRMAN (Mr. Cameron): I think the Chairman ought to intervene 
here. I think we are wandering pretty far afield. These officials will be before 
‘you tomorrow afternoon. We will have our in camera session, and you will 
have the pretty complete evidence that Dr. Willard has given us this morning; 

you can read it and have your questions prepared for tomorrow afternoon. 
What you are putting on the record now will not be available for you tomorrow 
in printed form. 

Hon. Mr. Crouu: I would like to raise two matters, one of which was re- _ 
ferred to by Mr. Willard. This is a matter which I think should perhaps be’ 
raised at this point in a specific way; this is the question of the Christian 
Science churches. I think this involves what we often refer to as the civil 
rights and personal freedoms dealing with medical practitioners and disability 
pensioners. I would like to point out merely for the record—and Dr. Willard 
has taken notice of this—that under the United States social security measure 
the Christian Sciences churches are exempt from medical, surgical and other 
rehabilitation treatment. In section 222 (b) (1) of the United States social 
security act it is provided that if an individual entitled to disability insurance 
benefits refuses without good cause—those are the words I think—to accept 
rehabilitation services available to him under any state plan approved under 
the vocational rehabilitation act—there is no need to read this into the record; 
I assume you have a copy. 

Mr. WILLARD: We have a copy of it. 

Hon. Mr. CROLL: I am sure all members of the committee want to be 
assured that in the regulations you will take a good look at that. 

Mr. WILLARD: Yes. 

Mr. Chairman, I think this is one matter the committee should consider. 
As the bill is worded now, we do not have a requirement that a person must 
undergo rehabilitation. Whether or not the committee would wish to recom- 
Mend this is the pertinent thing. If you do make provision for that, I would 
think that consideration would have to be given to whether or not you should 
have some means whereby through regulation it could be determined what 
refusal without good cause is. In other words, you would leave it to the 
ie 21765—6}3 
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regulations by the governor in council to specify whether or not Christian 
Scientists would be deemed not to have refused to take rehabilitation without 
good cause: that is, that their objections to such rehabilitation treatment might. 
be considered good cause. ; | 

Hon. Mr. Crouu: I thought that if you intended to deal with it in the regula- 
tions, it is not a matter that we necessarily would have to make a recommenda- 
tion on. On the other hand, I can take it before the steering committee and 
I feel confident I would get their endorsement of it. 

Mr. WILLaRpD: I think as the bill stands it would be insufficient to provide 
for this particular contingency, and the steering committee might wish to 
look at it. 


Hon. Mr. Crouu: Right. The other matter is the matter of review under 
clause 83 in the bill. I wish to raise this matter. In the course of our proceedings 
there was some discussion about the unemployment insurance review cases 
where a person who felt aggrieved was able to appoint a member to that 
committee or nominate one. The distinction will be that in the course of the 
unemployment insurance review usually he had at his right hand side a member 


of a labour organization who would be readily available and who had been 


doing these things for quite some considerable period of time. Such a person 
will not be available for the review committee; he just will have to pick one 
out of the air. Is there some better way of making sure that the person who is 
aggrieved has someone who is knowledgeable and who can forcefully present 
his review? 

Mr. Francis: Apart from his member of parliament. 

Mr. WILLARD: Well, Madam Chairman, I would think that short of making 
provision in this bill whereby you set up a special group of people—apart 
from the administration itself—to spend their full time going out, giving advice, 
and pleading cases for applicants or recipients, this provision would cover the 
situation. : 

As in the case of a court referees under unemployment insurance, if the 
recipient is in a labour union, he will get somebody from the labour union 
to represent him. In other cases he might get his lawyer to represent him. If 
there is a lot of money involved, I think he would probably get a lawyer. In 
other words, if it is a disability benefit say and there are going to be many many 
years of benefit involved, he might very well feel that rather than just ap- 
point anybody to act on his behalf he should obtain legal counsel. | 

I agree that in some of the large cities and where a person is a member ofa 
union, it might be a bit puzzling to decide whom he should get to represent 
him. But I do think that the experience under unemployment insurance and 
the tribunals we have for and old age security show that it has not been too 
serious a problem. In fact, I do not think it even rates being called a problem. 

I see that Mr. Blais is here and perhaps he would care to comment regard- 
ing our programs and tribunals and how we make sure that the applicant or 
beneficiary is properly represented. Mr. Blais? 

Mr. J. A. Buats (Director, Family Allowances and Old Age Security Divi- 
sion, Department of National Health and Welfare): Madam Chairman, we hav 
had no trouble whatsoever in the past 12 years of operation. The applicant has 
had complete liberty to choose as his representative a lawyer or a friend in the 


Hon. Mr. Crouu: I notice that you differientiate between a lawyer and a 
friend. . 
‘Mr. Biats: Our experience over the years has shown that we have run 
into little or no difficulty with the appointment of representatives either or 
behalf of the government or by the applicant appointing a person on his behalf. 


The applicant has had complete liberty to choose in the community persons such 
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patie or boiotids. or eaenon who is fairly knowledgeable in Janeen 
¥ egislation or affairs. Moreover, before the board sits our people, our officers, ex- 
4 ‘plain fully in detail the requirements of the legislation, and they may be called 
upon at any time during the course of the tribunal to assist or Clty, a point 
of law or a section of the act or regulations. 
Of all of the tribunals heard, about 75 per cent of them usually have ruled 
in. favour of the applicant. The other 25 per cent were in favour of the govern- 
ment in one sense, but it is a matter of proving age based on the evidence before 
the tribunal. The decision is made by two members plus the chairman who is 
an independent person appointed by the two representatives, one on behalf of 
the government and one on behalf of the applicant. I can answer further ques- 
4 ns if there are any. . 


. Hon. Mr. Crouu: I do not wish to burden the committee with it. I have 

_ brought it to the attention of the people who are concerned, and they will have 

_ to look at it pretty carefully. 

{ _ The CHAIRMAN (Mr. Cameron): Mr. Blais will be ath us tomorrow after- 

hoon in any event. I wonder if there are any further comments? If not, would 
you then proceed with whom you are going to call hae or does this complete 
_ your presentation, Mr. Willard? 


: Mr. WILLARD: Mr. Sheppard might wish to comment on one or two points 
in connection with procedures and in relation to contributions. 


Mr. D. H. SHEPPARD (Assistant Deputy Minister, Taxation Division, Depart- 

_ ment of National Revenue): As Dr. Willard did make some remarks about 
the question of the method of handling withholdings, I do not feel that I need 
to add very much more to it. But perhaps I might be permitted to make one or 
_ two comments. 


g The CHAIRMAN (Mr. Cameron): Do you have a text? 
; Mr. SHEPPARD: Yes, I have. 


7 The CHAIRMAN (Mr. Cameron): Could you do the same thing that Dr. 
Willard did and have sufficient copies of it run off for the members of the com- 
“mittee so they may have it for tomorrow? | 


Mr. SHEPPARD: Yes, I could do that. 
The CHAIRMAN (Mr. Cameron): Please proceed. 


Mr. SHEPPARD: Where an employer makes an incorrect overpayment in 
pesbect of an employee, the employer is entitled to obtain a refund. In this case 
an incorrect amount was deducted and a correction can be made. 
However, under the withholding system contemplated in Bill No. C-136, 
‘there will be an estimated one million instances where the correct amount re- 
“quired to be withheld each pay day when totalled at the end of the year pro- 
duces an over-deduction in respect of the employee. 
q This will mainly arise because the worker did not work a full twelve 
“months and therefore did not get credit for a full $600 exemption. These re- 
funds will be numerous but small, they will average less than $5 and never 
exceed $10. A second type of refund can arise when a worker earning over 
$5,000 changes jobs during a year. On page 285 of the Proceedings there is in- 
‘cluded an estimate for this type of refund amounting to 264,072 with an agere- 
gate overpayment of $5,906,399. However, as noted therein, this estimate is 
based on a rate of turnover that is eanlion ble to all employees. There is reason 
to believe that the rate of turnover for employees earning over $5,000 would 
be considerably lower. 
a The bill provides for refunds to the employee in all ae cases but not to 
t the employer. The reasons are these: 
: 1. In the case of the numerous small refunds, ‘hi exact amount re- 
fundable is not known till the end of the year; in most cases the 
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employee has left the employer; there will very often be two or more 
employers involved and therefore a need to prorate. 


2. In the case of the larger, less numerous, refunds, the amount re- 
fundable would always have to be prorated between two or more 
employers. 

3. The employer matches the employee’s contribution so long as that 
particular employee remains with him but there should be no com- 
pelling reason why the dollar-for-dollar basis needs to be retained to 
cover that part of a year when the person was not employed by 
him: it would be very difficult to do it. This viewpoint was mentioned 
by Mr. R. J. Myers of the United States social insurance adminis- 
tration who, when questioned on this by the special joint committee 
said: “I think our answer has been that as a practical matter it 
would be extremely difficult to try to decide just how to allocate 
the money. If you said that the first employer during the year should 
pay it, it would not seem fair; and if you tried to prorate it there 
might be difficulties too.” 

4. A system of refunding, or of avoidance of refunds, if one could be 
satisfactorily developed, would indirectly inform an employer con- 
cerning the employee’s previous or later employment and could be 
resented by the employee as an invasion of privacy. 

5. Joint administration with Quebec would make any system of refunds 
to employers more complicated than the United States system which 
was, in their opinion, already too complicated to try. 

6. If we have refunds to a million employees, it follows that there 
would then be about 14 million refunds to employers since many re- 
funds have to be prorated between two or more employers. 


The issuance of this many separate cheques is out of the question; it would 
be necessary to assemble the small refunds for a particular employer and 
issue one cheque which, if supported by the required details per employee, 
would be a very formidable job. ‘ 

Those are my comments. 

The only other comment I have, Mr. Chairman, has to do with the question 
of averaging income for farmers. I do not know whether the committee would 
like any comments on that. | 

The CHAIRMAN (Mr. Cameron): Yes. 

Mr. SuEepparD: Before drafting the proposed legislation regarding Bill No. 
C-136, consideration was given to the question whether the present rules in 
the Income Tax Act for allowing income of farmers and fishermen to be 
“averaged” should be used for the purposes of contributions and benefits under 
the Canada pension plan. The following factors were considered. 

First, the averaging provisions of the Income Tax Act were introduced 
for the purpose of alleviating the effect of the graduated rates of tax through 
a levelling out of income. Since the Canada pension plan proposes a single 
flat rate contribution on self-employed earnings, there is no need for averaging 
for this purpose. . 

Secondly, the concept of earnings under the Canada pension plan on 
which a contribution is to be made excludes such items of income as investment 
income from bonds, stocks, mortgages, and so on, and certain rental profits or 
losses. However, for averaging purposes under the Income Tax Act the foregoing 
items are taken into account as well as salary and wages earned, and profit or 
losses from other businesses carried on by the farmer or fisherman. In order 
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earnings in the averaging period consisted of income on which a contribution — 
would be made, since it is on the basis of contributory earnings that the earnings 
_ record is to be maintained in order to compute benefits payable to contributors. 
If the adjustments were made the computations woud be extremely complicated 
and, if they were not made, it would mean that the contributory earnings of 
one segment of contributors would differ in principle from Reel for other self 
employed contributors. 

4 

: 
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Thirdly, the record of earnings has to be maintained for each contributor 
for his whole contributory period, and this is a formidable task. Therefore 
it was concluded that the record for a year should be finalized on the basis of 
the earnings for the year. 


Fourthly, the effect of averaging upon the amount of the pension benefit 
to which a farmer might otherwise be entitled would not be beneficial or would 
be beneficial, depending on the following conflicting factors. 


(a) Reducing all income in an averaging period to a common denominator 
has the effect of taking into account losses which would otherwise 
be excluded from contributory earnings and also tends to deprive 

-_ a farmer of the benefit of the “drop-out formula” (the “drop-out 

i formula” used in the calculation of benefits excludes certain years 

of low earnings and this in part, compensates for fluctuations in 

é: yearly earnings). 

a (b) Earnings in a particular year in excess of the maximum which would 

i otherwise be excluded are taken into account. 


In other words, those two factors are conflicting and they have the opposite 
effect. | 

" Although the effect of averaging on the benefits of any contributor could 
: not be determined until after the record of his lifetime earnings had been 
J completed, it is quite likely that for the majority of farmers with moderate 
income there would be an adverse effect. 

f In view of the foregoing the conclusion was reached that an election to 
average under the Income Tax Act should not affect the earnings or contribu- 
tions under Bill No. C-136. 

The CHAIRMAN (Mr. Cameron): Are there any comments? 

Mr. Luoyp: No, that is just another argument for drop-out periods. 
ih Hon. Mr. SmitH: While Mr. Sheppard was explaining that, I was thinking 
| about the method the department would use to collect on contributions from 
- self-employment fishermen whose incomes are low to the extent that they 
do not get themselves in an income tax position. 

: We had some evidence before, it seems to me, from Mr. Meyer, that two 
_ thirds of a farmer’s income was the figure they accepted for contributions. 
# Mr. FRANCIS: The gross income? 

Hon. Mr. Smitu: Their gross income. That was the figure they would use as 
the base for the collection of the social security tax. 

How would you get at a self employed fisherman whose income was $1,000 
a year? On what basis would he pay the tax? 

Mr. SHEPPARD: Mr. Chairman, there is no provision in this bill for estimating 
the amount of the income for the self-employed person. The income would be 
determined as provided under the Income Tax Act by aggregating his gross 
income and deducting expenses in the normal way. 

Hon. Mr. SmitH: In other words, this low income fisherman would be 
obliged to keep records of his gas bill every day he is out, and so on? It strikes 
me we should try to find some way similar to that which determines his basis 

of payment of unemployment insurance tax in order to make it a much simpler 


} 
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as their net income. 
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payment than” to require these very rei income > fishermen to ‘keep ‘records f 
because they would find it very difficult. : A 


I have forgotten what the fraction is, but there is a fraction that is applied 
to all these self-employed fishermen with regard to what. shall BP stare a 


Mr. SHEPPARD: I could give you some figures but they will be subject to 
verification later. I understand the United States authorities permit the taking 


of two thirds of the gross income and they use this as net income for their 


computation. 
Hon. Mr. SmirH: For farmers? 


Mr. SHEPPARD: I think it applies to farmers and fishermen, but the net 
income under this method cannot be greater than $1,200. 


Mr. Luoyp: It is not proposed that we adopt this, is it? 


Mr. SHEPPARD: It has just been drawn to my attention that this does not 
apply to fishermen in the United States; it applies to farmers. It is section 1236 
in the United States “Social Security Hand Book’’. 


_ Mr. Luoyp: There is a practice, of course, of reviewing tax returns of self- 
employed persons by the department of inland revenue. Quite often they settle — 
on the basis of a certain amount of information and, in the final analysis, it is 
based upon their net income as a result of gross figures for those in the same 
field of work or self-employed work. The department will take an arbitrary — 
assessment. In some other cases, after review of net worth positions, they ~- 
make an assessment. When these revised assessments are reached, will this 
mean also a revision of past contributions to the pension fund? I suppose it will. 

Mr. SHEPPARD: Mr. Chairman, if a person does not have precise information 
we do the best we can, and on the basis of available information we make an ~ 
assessment. If we make a re-assessment for the purposes of income tax the same _ 
rules will automatically apply under the Canada pension plan. 4 


Hon. Mr. SmitTH: I would like to come back to the matter of my fishermen. a 


Mr. Luoyp: For the senator’s benefit, I might say that I am thinking of a © 
number of cases which came to me in my practice as auditor where the tax — 
department made reviews of employed fishermen’s incomes. I do recall a num- bi 
ber of decisions by the department on what would be the position when the © 
assessment would be issued. 


Hon. Mr. SmitH: I think Mr. Lloyd is talking about the class of fishermen § 
who would pay income tax. ; 


Mr. Luoyp: They were not going to pay any income tax, senator, but the | 
tax department thought they should. r 


Hon. Mr. SMITH: I am thinking of the low income ones. r 

Under the employment insurance commission the low income man is per- 4 
mitted to use a certain fraction of his gross income or payments he gets from 
fish dealers as his wages for any one day or week. I wonder if any consideration 
has been given to the application of a similar rule in relation to these lower — 
income fishermen, information from whom is not available through income tax _ 
forms because they do not make enough money with their exemptions to pay — 
income tax. I think it is quite important in the part of the country I come from. © 

Mr. SHEPPARD: There is no specific rule in this bill where as a matter of © 
law you can compute the net income on the basis of a percentage of the a 
income. F 


of the best information available. 
Hon. Mr. Sm1tH: Then, Mr. Chairman, do I understand that the matter of 


Mr. a Meta I move we adjourn. . ‘ sea ‘se oe 


The CHAIRMAN (Mr. Cameron): Before we adjourn: may I say that Hal? 
‘s steering committee was to meet tomorrow at ten but the question has been | ‘ ss 
put to me that we might meet at eleven o’clock in order to convenience Mr 
Knowles, for one. I thought maybe we could decide on that. ane: 
It has been suggested that rather than meet in my room it would be more ei iM 

convenient for us to meet in room 308 in the west block, where we Wk ge: have _ i 
nore facilities for the members. . Re ae 


| to eleven o’clock tomorrow? 
Agreed. | 
The afternoon session is scheduled for 2.30. 
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BRIEF TO BE PRESENTED TO THE SPECIAL JOINT COMMITTEE OF THE 
SENATE AND OF THE HOUSE OF COMMONS ON THE 
CANADA PENSION PLAN (BILL C-136) 


Prepared by WALLACE R. Joyce, Fellow of the Society of Actuaries. 


FOREWORD 


My name is Wallace Richard Joyce. I was born in 1915 in British Columbia, 
attended Public and Secondary Schools in Alberta, and graduated in 1936 from 
the Honour course in Mathematics and Physics at the University of Toronto. I 
am a Fellow of the Society of Actuaries. 

In 1958-59, I served as a member of the Ontario Welfare Council’s ‘‘Com- 
mittee on Public Welfare Policy—Economic Needs and Resources of Older 
People’. For the past seven years I have been a member of the Social Security 
Committee of the Canadian Association of Actuaries, and I am currently Chair- 
man of that Committee. 

This background is given to indicate my. professional qualifications and con- 
siderable interest over a long period in problems pertaining to Social Security in 
Canada. The views expressed in this brief are my own. 


1. Comments on the Actuarial Report (Nov. 6, 1964) on the Canada Pension Plan 


I have great respect and admiration for the government actuaries who, 
working under orders and against time, have produced two exceptionally well- 
ordered and comprehensive Actuarial Reports on the two versions of The Can- 
ada Pension Plan. 

Regarding the “low-cost” and “high-cost” estimates in these reports, it is 
worth emphasizing that both are well within the realm of possibility, although 
the former indicates required contribution rates rising to only 4.23% by 
the year 2050 while the latter estimates produces a required contribution rate 
of more than twice that amount (or 8.68%) and still rising. However, the low- 
cost figure rests on the assumption of a high immigration. rate, and I question 
the propriety of relying on such an exterior influence to reduce the projected 
costs of pensions for Canadian citizens. The high costs of this Plan and other 
social welfare benefits might discourage immigration to this country. For this 
reason, I believe that I would lean in the direction of the ‘*high-cost” figure 
in choosing a suitable “average cost”. 

I find one curious omission in the Nov. 6, 1964 Actuarial Report. Bill 
C-136 is given the short title “(Canada Pension Plan”, and an integral part of 
Bill C-136 is its Part IV—“Amendments to Old Age Security Act”. Yet no 
estimate of the costs produced by this Part IV have been included in the Actu- 
arial Report. Surely Parliament should know these costs when considering Bill 
C-136. 

The existence of Part IV in Bill C-136 indicates the difficulty of treating 
the Canada Pension Plan without at the same time considering the Old Age 
Security payments. Indeed, the advocates of the Canada Pension Pian have 
nearly always made reference to the combined benefits under the two systems 
when discussing the Plan in public. Unfortunately, the combined costs have sel- 
dom been mentioned. 
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Because the total costs have not been well presented to the Canadian 

_ public, I was pleased to read in the ‘‘Minutes of Proceedings and Evidence” 

of this Committee for Monday, December 14, 1964 at Mr. Moreau did raise 
the very pertinent question: 


“Could you tell us approximately what paeall contributions would 
be required to raise the equivalent of the sum of money that we are 
q collecting under the present means of financing and the O.A.S.D.I. Plan? 
4 Do you think it would be five or six per cent?” 
ty 


However, I was disappointed that Mr. E. E. Clarke did not answer the question 
or indicate that he could get an answer for it. If I am not mistaken, Tables 4 
i and 6 of the Actuarial Report dated August 30, 1963 show precisely the kind of 
figure which Mr. Moreau requested. The “Percentage of Contributory earnings 
‘required to provide $10 per month benefit” in Table 4, multiplied by 7.5 to 
_ provide for the $75 O.A.S. benefit, gives percentages ranging from 5.5% in 
4 1965, and 6.7% in 1966, to 4.7% in 1974. Apparently these should be increased 
) by some percentages corresponding to those in Column 2 of Table 4 to allow 

for the cost of early retirements under the Old Age Security Plan (in accord- 

ance with the amendments introduced by Bill C-136). I feel sure that Mr. 

Clarke will be able to provide complete figures expressing estimated Old Age 

Security costs in terms of contributory earnings, and I urge the Joint Committee 
: to obtain such figures and see that they are placed before Parliament. 


In connection with the Actuarial Report, I should like to state that the 
government actuaries, in working under orders to produce this Report, have 
not thereby signified that they favour the Canada Pension Plan as presently 
__ designed. Indeed some, if not all, of the actuaries in government employment 
may be violently opposed in principle to the Plan, but they are obviously 
_ prevented by their position as civil servants from expressing either their 
approval or their disapproval. It is necessary to put this on record because of 
a public statement by the Honourable Miss LaMarsh, which was widely quoted 
in the press, to the effect that in this matter insurance company actuaries 
on one hand are ranged against government actuaries on the other. Because 
of her high office, the Honourable Minister should be the first to recognize 
the special position of civil servants which prevents their criticism of gov- 
ernment measures. , 
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2. The Benefit Structure of the Canada Pension Plan is poorly designed to 
meet the Social Needs in Canada 

. The Canada Pension Plan (Bill C-136) clearly provides benefits in reverse 
relationship to the social needs. 

The principal benefits are granted to those best able to provide for them- 
selves. The people who gain the most are those who are fully employed through- 
out normal working years at middle or high earning levels. Those earning 
lower wages benefit less. Those who have suffered periods of unemployment 
for whatever reason have their benefits sharply reduced (yet these are the 
ones who have most difficulty in building up private savings). Many casual 
and low-paid workers will receive nothing at all under the Plan. 

The beneficiaries under the CPP are today’s high-wage earners. The per- 
sons who need assistance most are those aged whose working years were in 
; the low-wage era of the depression years and war-years. Those already 
retired have had none, or few, of the “good years” in which to provide for 
_ their retirement. The provision they did make has been diluted by post-war 
inflation. I submit that these are the persons to whom the government should 
direct its assistance. 
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as one of the main reasons for introducing a wage-related pension. “plan fas*a 4 
superstructure on top of the existing flat-benefit Old Age Security system. I _ 
seriously question whether the wage-related benefits suitably: ee BOF the 
important differentials which create the real need. es 

A few years ago, I served as a member of an Ontario Welfare Caine . 
“committee on Public Welfare Policy—Economic Needs and Resources of Older — 
People”. Prominent social welfare officials agreed that there were two particular — 

- areas of hardship not met by universal flat-benefit payments. These were:— 


(i) Medical and nursing care costs 
(ii) Rental or Housing costs 


The differential in medical costs between one person and another is an 
individual matter related to the nature and duration of illness. A wage-related 
benefit does nothing to meet this requirement. 

Rental or housing costs vary between communities—differing by geogra- 
phical location and between urban and rural areas. To some extent, but by 
no means directly, earning levels in a community may bear some rough rela- 
tionship to the cost of housing. However, the differential in need arising there- 
from might far more appropriately be met by a direct subsidy based on the 
known costs in each particular area, rather than by a wage-related benefit 
which does not apply to the specific need. 


What are the real income-needs of the aged in Canada? It is inconceivable 
that any responsible government should introduce the Canada Pension Plan 
without first obtaining factual information on the actual incomes by age- 
group for various regions of the country and comparing these with the costs 
of living in corresponding areas. The government has the facilities and means 
i to produce these essential statistics. I urge the Committee to recommend that 
| this important information be produced and studied before the government ~ 

should proceed with so costly, complex and irrevocable a measure as the 

Canada Pension Plan. ; q 
3. The Superstructure of wage-related benefits in the Canada Pension Plan, j 
because of its unjustifiable subsidies, creates basic instabilities in the Canadian — 
Old Age Security system which must result in pressure for similar benefits to ty 
persons not favoured by the plan. : 


You are well aware of the political football that has been played with ~ 
our universal flat-benefit Old Age Security payments. One of the main reasons, | 
for promoting a federal wage-related plan initially, although too unpalatable ~ 
for public mention, was the hope that the existence of these benefits might — 
eliminate such maneuvering. i 

I sympathize with the purpose, but I believe the hope is vain. The universal 4 
flat-benefit payments have the distinct advantage that any increase in benefits Bi 
Ny creates an immediate and obvious increase in cost, which must be properly — 
weighed by the government at the time, since it immediately affects the budget. 


costs incurred now may be deferred to the next generation. The existence of ¥ 
large reserves in government hands also seems to encourage demands for 
their dispersal in immediate benefits, no matter how essential those funds are ‘ 
. to meet future liabilities: the disastrous tampering with the Unemployment , 
__ Insurance Fund is a prime example. { 
ies Those who have followed the development of social security legislation 
in other countries, particularly the growth of O.A.S.D.I. in the United States 
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nd ee seatvadiridts further amendments which are continually being pressed 

g on Congress, will not consider this problem unimportant. 

I do not condemn political pressures, which have wrought much social 

g - justice. But it is folly to introduce a Plan which inherently contains the seeds 
of discontent. The public is quick to sense injustice and will not tolerate obvious 

- subsidies, unmerited either by social need or by personal contribution. It is the 


q reaction to the proposed Canada Pension Plan that has already forced three > 


_ recommended changes in the Old Age Security structure: 
a (1) the addition of $10 monthly benefit (already enacted)—a further 
a $25 monthly has already been mentioned in ah eae: by a member 
of the Opposition. 
(2) the indexing of benefits. 
(3) Making the benefits available at age 65, for a reduced amount. 


with the less reasonable subsidized benefits being proposed under the Canada 
Pension Plan. 


The inequities in the benefit structure of the Canada Pension Plan have 
_ been pointed out to you by others. Allow me to illustrate them with a specific 
example. I, personally, consider myself fortunate to be in a relatively high 
' income-tax bracket, with a salary at least three times the average Canadian 
_ wage. In the next 15 years my “contributions”, together with those of my 
employer in respect of me, will total $2,376 (at the initial 3.6% rate on the 
upper limit of $5,000 less $600: the indexing might increase this slightly). I 
_ shall then be 65 years old and shall be eligible for the maximum benefit of at 
least $1,250 yearly for the balance of my life. On the basis of the life expectancy 
_ of Canadian males at age 65, I would expect to receive such payment for 13} 
years, so that my benefit payments for this average period would total $16,875. 
This represents a clear gift from the government (or rather from future tax- 
| payers in the CPP) of not less than $14,499. This subsidy might be shee aestia? 
increased by the effect of the Pension Index. 


a I hope this personal example will convince you that I am not serving 
_ my self-interest in opposing the Canada Pension Plan. Persons retiring after 
_ 1966 will have at least twenty of the “good years” of higher wage levels in 
_ which to build up personal savings. The unfortunates are those already retired 
' whose prime working life was in the depression and war years when wages 
_ (if any) were relatively low, who have had few of the “good years” to retrieve 
their position, and whose small savings are now squeezed by post-war inflation. 
_ These are the persons most deserving of subsidy, but they get none under the 
- Canada Pension Plan. 

a This injustice will become more and more apparent as payments commence 
_ under the Canada Pension Plan. In addition, by putting more purchasing power 
in the hands of the fortunate beneficiaries, it makes the lot of the less fortunate 
_ relatively more severe (and perhaps absolutely more severe because of the 
inflationary influence of the Canada Pension Plan). 
In my opinion, the only logical way to avoid creating insupportable political 
_ pressures is to eliminate the basic inconsistencies and injustices in the Canada 
f Pension Plan. Remember that this Plan is additional to our universal Old Age 
a Security payments which has served Canadians well and will continue to do so 
_ with timely amendments in its benefits. Beyond that level, is it so unreasonable 
_ to ask that any further subsidy should be justified by a demonstrable need, 
_based if you like on a simple income-test? 
If subsidies were provided more directly, where needed, then the wage- 


. — 


These have been forced because they are so obviously reasonable in comparison 


related pensions could be considered on their own merits. In fact, the entire © 
Y ar / 
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case for government-provided wage-related pensions would then fail, in my 
opinion. But if all subsidies were removed from the Canada Pension Plan, it 
could not operate as it now does, to conceal massive transfer-payments, and to 
hide its tax-gathering machinery behind a false “contributory” facade. 


4. The inequities in the Canada Pension Plan are not temporary but are per- 
petuated by the effect of indexing benefits. 


It is important to note that the inequities in the Plan are not transitory, but 
appear to continue indefinitely, aggravated by the effect of the Pension Index. 
I wonder if, in the foreseeable future, the Plan will ever be “mature”, in the 
sense that the retiring individual may be said to have actually paid in contribu- 
tions the actuarial equivalent of his benefits (even interpreting actuarial equi- 
valence in its broadest terms)? This is a question I would suggest that the 
Committee should put to the government’s Chief Actuary. 

If no other change in the Canada Pension Plan is made, I urge the removal 
of the “Pension Index”. It has no justification in a wage-related plan, and gives 
a vested interest in inflation, removing an important brake on inflationary 
influences. 

I submit that the proposed Canada Pension Plan is promising ourselves 
(the currently employed) benefits which we are unwilling to provide to others 
equally or more deserving, and it is asking the next generation to contribute 
heavily to the benefits which we expect to receive. 


Respectfully submitted, 
15 January 1965 
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121 Welland Avenue, 
Toronto, Ontario. 
January 30, 1965. 
A BRIEF 
IN OPPOSITION TO THE PROPOSED CANADA PENSION PLAN 
and . 
IN SUPPORT OF IMPROVEMENTS TO THE OLD AGE SECURITY ACT 


ial it 2 - = 


My dear Ladies and Gentlemen: 


I would like to express my deepest gratitude to the Joint Committee for 
permitting me to submit this Brief. Having followed much of your delibera- 
tions, I fully appreciate the generosity of your concession. 


4 I would also like to express in advance my sincere apologies for presenting 
some of my material in the bluntest of terms and, upon occasion, in terms which 
_may appear to suggest, on the part of some government officials, a greater 
_ interest in the political than in the public interest aspects of the matter. 
May I assure your Committee that, although I may not agree with the judgment 
and tactics of these officials, the sincerity of their convictions commands my 
deepest respect. 


fi 
1. Biography 
; My name is Edward Ruse. I was born in Japan on July 7, 1906, and 
came to Canada at the age of 7. I am a graduate of the University of Manitoba, 
as "majoring in mathematics and economics; a Fellow of the Society of Actuaries; 
and currently employed as a research actuary by a Canadian life insurance 
company. During World War II, I served in the European theatre as a tail- 
- gunner in the RCAF. 


P 
2. The Views Expressed Are My Own 
; I would like to establish at the outset that this Brief is entirely my own; 
prepared on my own time and at my own expense. Accordingly, any similarity 
between my views and those of any other critic of the Government’s proposal 
is entirely coincidental. 
I would also like to establish that I am not acting on behalf of anyone else 
but myself and my sincere interest in the welfare of Canada and of all 
Canadians, particularly in the welfare of the less fortunate members of our 
country, now and in the future. 


As someone much wiser than I once observed, “The poor will always be 
with us.” It is up to us to see their interests are not jeopardized by the 
'government’s preoccupation with a plan which benefits the fortunate much 
More than the unfortunate. 

o I own no stock in nor have any other financial interest in any business 
_which, in the controversy over the Canada Pension Plan, has been accused 
of base self-interest by some Government spokesmen and, following this lead, 
_ by some of the press. 

is As a paid worker in a life insurance company, I am naturally interested 
in its success in exactly the same way as any member of Government or of. 
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* a political pabty is Fiieveutan in the success of his Fe ee or of his party. 
Ve There are occasions, however, when anyone worth his salt must rise beyond | 
rs.) the’ suecess.of vhis’ company, his business, his government or his “political 
party. 4 
In the present context, you and I must be utterly convinced that all 
Canadians of all ages and in all walks of life—but particularly the indigent © 

and the less fortunate—shall have the best social security pension legislation 

that this nation can afford and can devise. q 


3. A Frankenstein | 

I should now bluntly state that, in my sincere, unselfish and considered — 

opinion, Miss LaMarsh’s “team of 16 experts with over 300 years’ service” 

has conceived a Frankenstein which, if it is delivered into legislation, will — 

f have to be emasculated in a few years’ time by the passage of further pension 
legislation paying more benefits to the unfortunate, in order to remove the 
inequities and iniquities of the Canada Pension Plan. a 
There are many reasons for such a brutal criticism and prophecy. All of ® 
them stem from the Government’s view that the Canada Pension Plan is not a 
social welfare measure but, rather, a social insurance measure based on some — 
of the principles of group pension plans but administered by the Government 
and financed by ‘‘transfer taxes” from the wage-earners to benefit the retired, 
the disabled, and widowed and the orphaned non-wage-earners. a 
I would like to give you a practical illustration of one of the most serious a 
consequences of this approach. When it will happen, no one knows; but happen 
it will. 
Let us assume 1976 for illustrative purposes. e 
Andy’s father, then aged 70, is receiving government pension cheques of 
$179 a month ($75 plus $104—assuming no inflation), while Bill’s father, 
also aged 70, is receiving $75 or only a shade more. This is not an absurd — 
example; there will be thousands of such cases in 1976. ; 
Their sons are well established members of the Labour Force; foremen 

in a factory, both earning wages of $5,500 a year. Each, of course, is payi : 
the same Canada Pension tax. 
“Why in the name of heaven,” Bill will ask Andy, “should your Dad, | 
who had it so good during his working years and doesn’t really need i 
get $179, while my poor old Dad, who had it so tough and really needs the 
$179, gets only $75 or a shade more?” a 
“After all, Andy, we’re paying the same amount into the pot.” g 
“And furthermore, Andy, this isn’t like our group pension plan. You a a 

IT and all the other guys in the factory are being taxed to pay your Dad’s” 
$179 and my Dad’s $75, and it just doesn’t make sense. I know you and I ava Fe 
likely to both get the $179, but it still doesn’t make sense to me. Does it ta 
you? I, for one, am going to raise heck about it to my Member.” } 
And the very same question and the very same political pressure will be e 
repeated with increasing intensity across the length and breadth of this good a 
land until it will be impossible to delay a third round of pension legislation. — 
The $64 question is whether your children and mine—and theirs—will be 
able to bear the added financial burden. ‘ 
Honourable Senators and Members of Parliament, the Canada Pensi ‘on 
Plan is dangerous, complex, expensive and monstrous. I confidently I 
regretfully predict you and I—and even its strongest advocates—will live 
; to deeply regret it. 0 
0 Rr What this nation needs is not the Canada Pension Plan but improvemen ont 
as in our present Old Age Security Act with its wonderful qualities of | tru 
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_ universality, of ready understandability by the individual, of great administra- 

: tive economy, of a broad and equitable tax base, and of immediate maturity 
for all. 


4. The Less Sophisticated Public Has Been Misled 


It is a matter of grave concern to me that the vast majority of Canadians 
have been more misled than educated by many of the official statements and 
explanations released to the press, the public and—during the Ontario election 
campaign—to audiences of Ontario voters. A quality of Madison Avenue 
advertising practices appears to have crept into some of these statements and 

explanations; something which, it seems to me, should be repugnant to 
Parliament. | 

One of the first examples was the official statement “Respecting the Canada 
Pension Plan” (first version) given to the House on July 18, 1963, which put this 
patently misleading and favourable impression-creating opening paragraph into 
Miss LaMarsh’s mouth: 

“The purpose of the Government’s proposed legislation is to ensure that, 
as soon as is possible in a fair and practical way, ALL CANADIANS WILL 
BE ABLE TO RETIRE IN SECURITY AND WITH DIGNITY.” 


d Two months later, on September 9, 1963, following the federal-provincial 
conference on pensions, the publicity writers put almost the same misleading 
words into the Prime Minister’s mouth: 

“The purpose of the CANADA PENSION PLAN is to make it possible 
for ALL CANADIANS to retire in security and with dignity.” 


\ Your Committee hearings have clearly established, I am sure, that it is 
-_ only the minority of workers with wages close to the average or above who will 
be able to “retire in security and with dignity”’. 


| It might be of interest to insert here some information on wages from the 
- 1961 Census: 


PERCENTAGE OF WAGE EARNERS (PAID) BY INCOME BRACKET 
(Gross before Income Tax) , 


Wage bracket Male Female M. & F. 

4 Under $1,000 9.6% 25.2% 14.1% 

: Under $2,000 20.6 50.3 29.2 

: Under $3,000 36.2 76.6 47.9 

4 Under $4,000 58.3 92.5 68.2 

iu Under $5,000 77.0 HS 82.9 

ze Under $6,000 87.6 98.8 90.9 

5 $6,000 and up 12.4 12 9.1 

e All brackets 100.0% 100.0% 100.0% 

5 It should be recognized that these percentages represent a cross-section of 


_ Wwage-earners of all ages. Many of those in the low brackets are young and will 
_ @arn more later. On the other hand, many of those in the high brackets are 
a older and nearing retirement. The Government Actuary could, of course, furnish 
more meaningful statistics bearing more accurately on the question. 


a These statistics, however, give some indication of the fact that a substantial 
Majority of paid workers will receive Canada Pensions substantially below the 
maximum of $104 a month. 
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To those who might see some saving grace in the first version proposing a 
$10 increase in the Old Age Security pension, I would like to quote from a 
Toronto newspaper which reported on August 2, 1963: 


“A Toronto actuarial firm said last week that the ultimate cost of the plan 
would be about 9% of payroll earnings. This would rise to 15% by adding 
taxes needed to support the present $65 pension to all persons 70 years of 
age and over. Miss LaMarsh said it is incorrect to tie in both pensions be- 
cause they are on a completely different basis.” 


One must conclude, I think, that the above two statements were intended 
to explain what the Canada Pension Plan alone would do; if not, certainly that 
was what most of the press and the public probably thought. 


5. Misleading Impressions from the Ontario Elections 


In the Fall of 1963, we saw the proposed Canada Pension Plan become the 
major issue of the Liberal Party in the Ontario elections. I do not quarrel with 
this but I do quarrel with how it was used and misused. 


Indeed, it was at this stage I became convinced that the great mass of low 
and middle-income workers, certainly in Ontario, did not and could not know 
even the main characteristics of the Canada Pension Plan. 


From that day on, I decided to conduct a one-man poll among strangers, but 
before I outline that story I would like to record a number of Toronto newspaper 
quotations of August and September 1963. 


August 2, 1963: “Miss LaMarsh said that with the new basic pension of $75 a 
month, the contributory feature would mean that a person age 70 could receive 
up to $175 a month.” 


Comment: Despite the words “up to”, would this not create an impression 
that the “contributory feature’ would be universal just like the OAS? 


September 5, 1963: “Health and Welfare Minister Judy LaMarsh said last night 
she regrets the Federal Government’s Canada Pension Plan has developed into 
a political issue, but predicted universal pensions will be available to all Cana- 
dians within a few years.” 


Comment: Isn’t the logical conclusion of the average person that the Can- 
ada Pension Plan would provide pensions to the present aged and indigent, 
i.e. be truly universal? 


September 5, 1963: “I (Miss LaMarsh) am sure that in the present spirit of co- 

operative federalism, a way will be found wherein universal pensions will be 

available at a decent level and in a few years to all Canadians to ensure their | 
retirement in dignity and security.” 


Comment: Isn’t the impression created that the Canada Pension Plan is 
universal and the pensions for all, including those not in the Plan, will 
be at a “decent level’’? 


September 17, 1963: “Miss LaMarsh...urged a crowd at York Mills to clamour 
to know what the Premier of Ontario will do with respect to a pension plan. 
Canadians can’t continue to live on the present flat rate pension of $65 at age 70. 
In ten years it may take $200 to live in Ontario. No one can live in ease on the 
~ amount we can pay at that rate.” 


Comment: Isn’t the conclusion of the average person that somehow the 


Canada Pension Plan will give everyone, including the present aged, 
pensions substantially in excess of $65? 


September 17, 1963: ‘“‘The Canada Pension Plan is a scheme for the people not 
for the insurance companies, she said. Those who will specially benefit by it 


< 
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will be persons who are not employed by the large industries, those who cannot 
afford private plans, those people who have no pensions now.” 
Comment: Is this not a rather amazing set of observations? Isn’t it pre- 
cisely those now in private plans who will benefit the most and need it 
the least? Isn’t an impression created that all those who have no pen- 
sions now (which includes Old Age Pensioners without private pensions) 
are going to benefit? 


September 20, 1963: “Federal Health Minister Judy LaMarsh... Referring to 

the Social Security programme in the United States, she asked why Canadian 

workers should be second-class pensioners compared to retired U.S. citizens.” 
Comment: OASDI: Not universal. Even after 30 years, many of the aged 
are on state assistance. Minimum, Maximum and Average Pensions—$40, 
$127 and $77.50. Payroll Tax—74% (shared with employer); originally 
2%; slated to rise to 81% in 1966 and 94 in 1968 according to the Wall 
Street Journal. 


Our OAS: Truly universal. Flat taxable $75 to all. Financed by 3-3-3 
(now 3-3-4) formula which rests lightly on low and lower income 
workers. 


Isn’t a false impression being created that all Canadian Old Age 
Pensioners are ‘“‘second-class”’ to all U.S. OASDI Pensioners when, in fact, 
with a $77.50 U.S. average, many in greater need are getting less than 
our OAS $75? What useful purpose does this discrediting of our OAS 
serve in helping the unsophisticated mass to properly evaluate the govern- 
ment’s proposal? 


Misleading statements are continuing to influence even today’s journalism. 


The December 8, 1964, issue of a Toronto Daily ran a series of questions to 


educate the public. Under the title, “CANADA PENSION PLAN’’, the first ques- 
tion was “Whom will it cover?” The answer? “EVERYONE IN CANADA”! 


Some of you may feel it is unfair on my part to quote statements alleged to 
have been made by Miss LaMarsh in the heat of a political campaign. To them > 
and to Miss LaMarsh I apologize; but, in my defence, you will appreciate that 
it was Miss LaMarsh who made good copy and, in order to make my point, I 
really had no choice. Although I disagree violently with her approach and tactics 
to the pension question, I—as I am sure most of you—admire and respect her 
sincerity and her courage. 


6. The less Sophisticated Public do not Understand 


As I have indicated, I am primarily concerned with the great mass of the 
low and lower income workers. I am concerned that their potential Canada 
Pension benefits are so low. I am concerned that, despite the $600 exemption, the 
entire cost is a tax on wages and without any relief for those with the greater 


_ social and family responsibilities. I am concerned about many other features and 


implications of the Plan. 

However, I am also deeply concerned about the other unfortunate members 
of society who—by reason of being too old, of being widowed with dependent 
children, of being compelled to be unpaid workers in family enterprises, of 
being wives spending their best years looking after their families, of being 
unemployed through no fault of their own, of being geographically isolated, or 
of being mentally or physically handicapped—are unable to be self-supporting 
members of the employed labour force. 

Surely in a humanitarian society such as ours, these are the people to whom 
the more fortunate, through their governments, must give financial succour; 


not those who can fend for themselves. 


4 
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made during the heat of the Ontario election campaign led me to conduct a | 
one-man opinion poll among strangers, mostly while travelling to and from 
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In any event, these concerns and the misleading or incomplete statements — 


work. My approach was always to people who appeared to be in the lower | 


and 


middle income groups. 
I never presented myself as an expert. I never expressed my own bias | 


against the Plan. My typical question were of the simplest nature. ‘ 


I. “Say, what’s all this about the Canada Pension Plan? Do you think it’s a 


good idea?” 
Almost invariably the answer was something of the following order: 


“Sure. We need more pensions.” or 
“Sure. $65 isn’t enough.” or 
“Sure. If we can afford it.” 


My next question was designed to find out what, if anything, the person 


knew about the Plan. 


II. “Well, I’m kind of confused. Do you know what we are going to get out of it?” - 


Almost invariably the answer was along the following lines: : 
“T haven’t got the foggiest.” or , 
“T think everyone’s going to get another 100 bucks.” ; 
No one seemed to know the upside-down nature of the benefit formula. 


My next question was designed to obtain. the person’s reaction to only one — 


of two aspects, namely that the more fortunate will receive more while the less — 
fortunate less, or that the present one million Old Age pensioners would get 


nothing. i 


Hl. 


Hil. 


opinion poll have served to give some substance to my contention that the 
substantial majority of our low and lower income citizens, many of our Ol 


(a) “Well, a friend of mine who always seems to know a lot about this 
kind of thing tells me that it’s kind of an upside-down deal. He tells me 
the guys that have good steady jobs paying $4,000 or more are going to 
get $100 a month on top of $65 a month from the Old Age pension but 
the guys who don’t do so well, like $2,000 a year, would only get another 
$50 a month. Some guys working on odd jobs and moving around a lot 
maybe won’t get anything. What do you think of this kind of a deal?” Pp 
Almost invariably the reaction was unfavourable. Answers generally took | 
two forms: - 
“J think your friend’s nuts. They wouldn’t do anything like that.” E 
or “Well if that’s the way it’s going to be, its going to be. Too bad. It 
wont hurt me too much.” ‘< 


(b) “Well, a friend of mine who always seems to know a lot about this 
kind of thing tells me the Canada Pension Plan proper isn’t going to pay i 
anything to our Old Age Pensioners. You know everyone over age 70 gets 
$65 a month. He tells me there’s about a million of them. Do you think 
this is a good idea?” 4 
Almost invariably the reaction was unfavourable. The answers were 
essentially the same as to question III (a). t 
“I think your friend’s nuts. They wouldn’t do anything like that.” 
or “Well, if that’s the way it’s going to be, it’s going to be. Too bad. It 
won’t hurt me too much.” ee 


I sincerely hope that the Ontario election quotations and my one- an 


° 
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_ Age pensioners and many others do not know the “upside-down” approach to 
the benefit structure of the proposed legislation. 
I also hope that they will serve to substantiate my most earnest conviction 
_ that Government has a most serious responsibility to be quite, quite sure that, 
q among other things, the many excluded from the Plan and the great mass of 
4 the low and lower income employees and self-employed of Canada fully under- 
; stand the immediate and long-term implications of the Canada Pension Plan 
- upon them and upon their families, both young and old, before it becomes 
irretrievable legislation. 

Once enacted, there will be no turning back. The die will have been cast. 
The living of the future will be forever in legislative, financial and inescapable 
bondage to the dead of today. 


7. A brief outline of OASI history , 
_ Before concluding, I would like to set down as brief an outline as would 
be useful of the tax and benefit history of the OASI Plan. I believe a careful 
consideration of this history should convince anyone and everyone that the 
OASI Plan is not a model piece of pension legislation for Canada. I believe 
such consideration will also dissuade some from the impression they may have 
had that the OASI Plan has really done a job for the indigent and less fortunate 
in the United States who, after all is said and done, are the ones which the more 
fortunate in any humanitarian society are interested in helping through govern- 
ment intervention. 
¥ For illustrative purposes I have chosen four years, 1935, 1939, 1951 and 
1964. 
é At inception 30 years ago, the OASI payroll tax was 2% (shared 50:50 
_ with the employer) on wages up to $3,000. The minimum and maximum pen- 
“ sions were set at $10 and $85. The 1935 Act indicated progressive increases in 
_ the tax rate to 3%, 4%, 5% and 6%, with the 6% to apply on and after the 
year 1949. However, due perhaps to the rapid rate of growth of the Fund in 
the early years, in any plan such as OASI or the Canada Pension Plan, these 
_ tax increases were not implemented for many years. In fact, it was not until 
the Act of 1950 that the rate was finally increased from 2% to 3%, and from 
then on, for reasons which will be obvious, it went up in steady jumps to the 
present 74% which, as you know, is scheduled to rise to 841% and 93% in 1966 
and 1968, respectively. 

In 1939, the payroll tax, as mentioned, was still 2% on $3,000. The min- 
imum pension was still $10 but the maximum was decreased to $60. The total 
annual Expenditure (benefits and expenses) was only about $14 million but, 
due to the excess of Income over Expenditure, the Fund had grown to $1.7 
_ billion. The ratio of Fund to annual Expenditures was well over 100 to 1! With 
_ Such a high ratio, it was perhaps understandable why the politicians did not 
ih increase the tax rate! The average monthly pension in payment in 1939 was 
about $22. This being the average, most of the indigent and less fortunate were 
2 obviously receiving considerably less than $22. 

In 1951, the year in which Canada enacted the Old Age Security Act paying 
ipa flat $40 a month universally to everyone age 70 and over, the U.S. payroll 
_ tax was 3% on $3,600. The minimum and maximum pensions were $20 and 
be $80. The total annual Expenditure was around $2.0 billion, up from $14 million 
he 12 years earlier! The Fund now amounted to about $15.5 billion; with the ratio 

down to about 8 to 1. The average monthly pension in payment was about $42; 
: “meaning again that most of the indigent and less fortunate were receiving con- 
siderably less than $42. These indigent and less fortunate in the U.S. were 
considerably worse off than their Canadian counterparts who, of course, all 
Teceived $40 a month. It might be argued here that OASI pensions are avail- 
able from age 65, subject to a retirement test. This, of course, is true but the 


—¥ a 


c= 


Sie PEA SSSA 


= 


1918 JOINT COMMITTEE 


less fortunate would hardly exercise it. They would have to continue to work 
to keep body and soul together. Furthermore, OASI not being universal, many 
other indigent and less fortunate had to turn to State plans of Old Age Assist- 
ance on a means test basis. 

In 1964, the year in which Bill C-136 received unanimous second reading, 
the U.S. payroll tax was up to 74% on $4,800 and, as already mentioned, was 
scheduled to rise to 84% in 1966 and to 94% in 1968. The minimum and 
maximum pensions were now $40 and $127. The total annual Outgo had soared 
to $15.5 billion, up over $13 billion in 12 years! The Fund was now about $20.1 
billion and the ratio of Fund to annual Outgo was down to 1.3 to 1! Seven years 
earlier in 1957 Expenditures had finally overtaken Income and, to avoid the 
disaster of having to progressively sell off bits of the Fund, the tax rate had 
to be steadily increased every two years or so from 1950. The average monthly 
pension in 1964 was $77.50 and again, being an average figure, a very sub- 
stantial portion of the less fortunate were receiving considerably less than 
Canada’s universal $65 a month. 

The foregoing trends of Expenditures, Funds, ratios and tax increases are, 
of course, somewhat akin to those projected by the Government Actuary for 
the Canada Pension Plan. 

A brief reference to Old Age Assistance in the U.S. might be of interest, 
since any country with a non-universal wage-related payroll tax type of plan 
must have Old Age Assistance as a major and fairly costly part of its old age 
pension arrangements. 

In 1939, some $430 million in Old Age Assistance was paid to some 1.9 
million beneficiaries. In 1951, the figures were $1.5 billion and 2.7 million. 
In 1964, after some 30 years of OASI, some $2 billion was paid out to some 
2.2 million Old Age Assistance beneficiaries. 

It is tragically irresponsible how some of the advocates of the Canada 
Pension Plan, in their enthusiasm to “‘sell” it, have gone so far as to down- 
grade our Old Age Security Act in the eyes of the public. The Canadian people 
and Parliament have just cause to be exceedingly proud of its fairness, effi- 
ciency and administrative economy. From the day it was enacted, it has done 
a much better job for our indigent and less fortunate aged than the United 
States plan, during its 30 years, has been doing for theirs. 


IN CONCLUSION 


It is my very earnest hope that the Joint Committee will conclude: 
I. The Canada Pension Plan it not the best Plan for Canada. 
II. The Old Age Security Act is the best base for the best Plan for 
Canada. 
III. The vast majority of Canadians, if fully informed of the ‘“upside- . 
down” nature of the Canada Pension Plan and the “rightside-up” — 
nature of an improved Old Age Security Act, would choose the 
latter. 


IV. There is a grave and urgent need of evaluating and coordinating — 
all of Canada’s social welfare legislation, designed to help the less } 
fortunate, before we embark upon a plan, costing some $600 million 
to start, designed to help the more fortunate more and the less — 
fortunate and indigent less. 
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It is also my very earnest hope that the Joint Committee will agree that, 
if the Canada Pension Plan is enacted, the leaders of today will have com- 
mitted a grave injustice to four very important groups of Canadians: 


First, the present 1,000,000 Old Age Pensioners who should be our 
first concern but who will receive nothing from the Canada Pension 
Plan: 


Second, the present and future indigent and less fortunate who, by 
reason of not being able to “contribute” anything or only very little, 
would qualify for little or no Canada Pension; 


Third, our successors—your children and mine and their successors 
—who, by legislative enactment today, will be compelled to pay in- 
creasingly higher rates of tax than, apparently, we are prepared to pay 
today; and 

Fourth, all those of good conscience today, who knowing the iniq- 
uities and inequities of the Canada Pension Plan, permitted its enactment. 


Surely the price to our 1,000,000 Old Age Pensioners, to the present and 
future indigent and less fortunate both in and outside the Plan, to our suc- 
cessors and, indeed, to our consciences is much, much too high! 

I fully realize a “contributory” scheme was one of the main planks in 
the Government’s 1963 election campaign. In this connection, I would like 
to record the following quotation from the March 16th issue of a Toronto 
paper: 

“PENSION PLAN FIRST—PEARSON...Mr. Pearson said...he was 
giving priority to the contributory scheme because it was necessary 
and desirable in itself and because it involves no added drain on the 
revenue of the federal government.” 


I am sure that the people of Canada did not know any of the details and 
the ‘‘upside-down” nature of the Government’s proposals and, furthermore, 
they would not agree that any legislation which compulsorily invades a man’s 
wages is not revenue to the federal government. They voted for an idea and 
I believe the majority thought the idea was to help the indigent and less 
fortunate. 

I am deeply conscious, of course, of the political difficulty of changing or 
withdrawing the Canada Pension Plan at this eleventh hour. At the same time, 
however, we must realize that Canadians are a fair, intelligent, rational and 
humanitarian people. Across Canada, including Quebec, the people know and 
feel their first duty lies to their indigent and less fortunate brethren. 

If they were told what is wrong with the proposed Plan and why im- 
provements in the present Old Age Security Act would be more in the present 
and future public interest, I am sure they would be satisfied the right thing 
had been done by a re-enactment of the Old Age Security Act (with improve- 
ments) under the name of The Canada Pension Plan. . 

A few would chide. The vast majority, however, would applaud the Gov- 
ernment, the Opposition and Parliament for having taken the right course of 
action after a full investigation of the original proposal. Not only would they 
admire Parliament for its courage and intelligence, but their faith in the 
wisdom and integrity of Parliament would be greatly enhanced. 

In conclusion, I would again express my deepest gratitude to the Joint 
Committee for permitting me to submit this brief. I again apologize for its 
bluntness but sincerely hope this bluntness at least served to give purpose 
and directness to my views and concerns. 


Yours very truly, 
Edward RUSE, B.A., F.S.A. 
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- APPENDIX AS1 


29th December, 1964. 


Submission of the International Association of Fire Fighters to the Special 
Joint Committee of the Senate and the House of Commons, appointed 
to consider and report upon Bill C-136, 
CANADA PENSION PLAN 


The undersigned Association makes this submission in order to draw your 
attention to a particular problem which affects Fire Fighters and, we under- 
stand, other categories of employees in addition, although not to as great a 
degree. We refer to the fact that some employees may retire at age 60, such 
age being the normal retirement age under their private pension plans. Our 
concern is due to the fact that Bill C-136 contemplates a contributory period 
up to age 65, with retirement benefits payable as of that age or later but 
not before. 


It is an accepted practice in many municipalities to provide for retire- 
ment of Fire Fighters at age 60. The British Columbia Municipal Employees 
Pension Plan, for example, provides for pensions payable at age 60 for Fire 
Fighters and Police but 65 for other employees. The newly established Ontario 
Municipal Retirement System follows a similar pattern. We are prepared, if 
necessary, to provide other data to indicate the extent to which this is true 
in municipalities across Canada. It is significant that many municipalities 
specify 60 as the maximum age at which a Fire Fighter may retire so that 
this is the age for compulsory retirement and the Fire Fighter does not have 
the option of continuing in service to age 65 in order to maximize his contri- 
butions to the Canada Pension Plan. 


A Fire Fighter, in these circumstances, is faced with the fact that not 
only must he wait five years before obtaining entitlement to his retirement 
benefit but that there are five zero years in its calculation. The ten percent 
drop out could presumably provide some relief except that the Fire Fighters 
may also have lost time from work due to accident or illness. What we wish 
to stress, however, is the fact that if the pattern of employment of Fire Fighters 
is such that retirement at 60 is the rule, Bill C-136 has failed to take it into 
account. The Bill is obviously based on the assumption that people attached to 
the labour force as employees ordinarily retire at 65 under private pension 
plans, or, at any rate, that 65 is the normal retirement age. To the extent that 
there are employees who are exceptions to the rule, the Canada Pension Plan 
places them at a disadvantage. 


It may be argued that a Fire Fighter retiring at age 60 may obtain em- 
ployment for an additional five years or even become self-employed. We would 
merely point out the common-place fact that unemployed older workers suffer 
a distinct disadvantage in finding employment and the likelihood of finding 
a job in the case of a 60 year old Fire Fighter who has been nothing else for — 
perhaps 35 years or more is rather remote. As for sufficient self-employment — 
income to provide continued coverage, we doubt that the salary scales of — 
even relatively well paid Fire Fighters are such to provide the necessary — 
capital. 4 

All Fire Fighters are presently participants in pension plans, the majority a 
of which contain provisions for early retirement. The Canada Pension Plan — 
would therefore be supplemental, or integrated, to some degree with theil® | 
existing pension plans. a 
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An amendment to the Bill to permit the exclusion of those years that a 
Fire Fighter is in receipt of a retirement pension from his existing plan, when 
computing the average earnings during employment, would possibly prove a 
satisfactory remedy. This would permit a Fire Fighter who retires at age 
60 to have his average monthly pensionable earnings calculated from the 
period commencing January 1, 1966, or the date of employment, whichever 
is later, and ending when he retires from employment, with a deferred pen- 
sion payable at age 65 from the Canada Pension Plan. 


We believe that the submissions made to you, and your own investigations, 
will reveal that this is a problem of some proportion. We ask you to consider 
and recommend, therefore, a suitable amendment to the Bill which will protect 
Fire Fighters and others in like situations from suffering a loss in benefit as 
a consequence of a retirement rule which takes them out of employment and 
into retirement at 60. 


We wish to make it clear that our only purpose is to draw attention to a 
specific problem. As a generality, we are in favour of the objectives of Bill 
C-136 which will provide pension benefits for all workers, however, the Bill 
as proposed would not permit Fire Fighters to enjoy the full benefits of the 


_ Plan, even though they had been contributors throughout their total employ- 


ment. 

As indicated above, we are prepared to furnish additional data in support 
of our position and would welcome the opportunity to make oral representa- 
tions as well. 

All of which is respectfully submitted on behalf of the Pension Com- 
mittee. 
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APPENDIX A52 


Re: BILL C-136 


This brief is submitted on behalf of the Chesapeake and Ohio Railway Com- 
pany, Great Northern Railway Company, Midland Railway Company of Mani- 
toba, New York Central Railroad Company, Norfolk and Western Railway Com- 
pany, and Northern Pacific Railway Company. 

These companies employ approximately 1,600 Canadians for their opera- 
tions in Canada. Three of the railroads operate in Ontario, one in Quebec, two 
in Manitoba, and one in British Columbia. 

All United States carriers by railroad, are required by the United States 
Railroad Retirement Act and by the United States Railroad Unemployment In- 
surance Act to include their Canadian employees under both Acts. All em- 
ployees, whether members of unions or not, must be included therein. Canadians 
have been included since the passage of the Railroad Retirement Act in 1937. 
Retirement benefits received vary according to length of service and average ~ 
wage. Anyone with more than ten years service is entitled to benefits. A spouse ~ 
is entitled to one-half of the employee’s annuity up to a limit of $69.90 per — 
month. Examples of typical benefits are: 

1. An employee retiring in 1964 at age 65 with twenty years of 
service and an average monthly compensation of $300, and with a wife 
alive at the time of retirement would have a pension of $200.70 per 
month. 

2. The same employee with thirty years of service would have a ; 
pension of $270.60 per month. (The attached booklet explains in greater — 
detail retirement and unemployment benefits and the method of com-:— 
puting both.) i 


Under the proposed Canada Pension Plan, there will be no benefits payable i 
until 1967; and not until 1976 will full benefits be available. But, for the purpose 
of illustration, if we assume that the employee in example 1 retires in 1968 at 65 i 
years of age, he would be entitled to $66.00 per month. His wife could begin 
receiving Old Age Security payments in the amount of $51 per month when t 
she reached 65. Under the Canada Plan, the employee in example 2 would like- _ 
wise receive $66.00 per month. A 

In 1976, by which time the proposed Canada Plan would be in full effect, . 
the employees described in examples 1 and 2 would each receive $126 per A 
month and their wives would be entitled to $51 monthly under Old Age Security | 
upon reaching age 65. 

If past experience is any guide, United States Railroad Retirement and — 
unemployment benefits will be increased in the future. An official of the United © 
States Railroad Retirement Board recently estimated that within the next ten — 
or fifteen years, retirement benefits for the average worker of $300 or $400 a — 
month could be expected. 


years of railroad service, and thus do not qualify for Railroad Retirement i 
fits, would be eligible for U.S. Social Security at the time of retirement. 


employee should die before retirement age. 
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The financial burden on U.S. railroads is considerably greater than the 
contributions proposed in the Canada Plan. The latter would require the 
employer and employee each to pay 1.8% on monthly earnings between $50 and 
$416.67. The U.S. Railroad Retirement Tax on employer and ernployee each has 
risen from 22% on monthly earnings of $300 in 1937, when the Act was adopted, 
to 74% on earnings of $450 at present, and is scheduled to increase to 
94% on earnings of $450 in 1968. 

The funds are administered by the U.S. Railroad Rertirement Board, an 
agency of the United States Government. No part of the funds are under the 
control or management of the railroads. 


In addition, Canadian employees of the undersigned railroads receive un- 
employment benefits pursuant to the United States statute, paid for by a tax 
levied on the employer only. Under this law, it is also mandatory to include 
Canadian employees. 


These benefits are paid in cases of either unemployment, sickness or in- 
jury. For most employees, they amount to $10.20 a day for at least 130 days. 
The method of computation in typical benefits is set forth in the attached 
booklet. 


The retirement and unemployment benefits are completely portable within 
the U.S. railroad industry, and are coordinated with the U.S. Social Security 
System. 


The Canadian government exempts United States railroads operating in 
Canada from Canadian Unemployment Insurance requirements. See Sec. 67 of 
the Regulations under the Unemployment Insurance Act, R.S.C. 1952, Ch. 273. 


It is respectfully submitted that Canadian employees of U.S. railroads en- 
joy benefits greater than those that would accrue under the Canada Pension 
Act. If these employers and employees were to be taxed for retirement benefits 
under both the Canadian and U.S. Acts it would be an intolerable burden. Our 
understanding is that a representative of railroad employees has already made 
a request for exemption. 


We respectfully request that The Chesapeake and Ohio Railway Company, 
Great Northern Railway Company, Midland Railway Company of Manitoba, 
The New York Central Railroad Company, Norfolk and Western Railway Com- 
pany, and Northern Pacific Railway Company be exempted from the provisions 
of Bill C-136. 


Ottawa, Ontario, December 3lst, 1964. 
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THE SENIOR CITIZENS’ ADVANCEMENT COMMITTEE 
January, 1965. 
BRIEF 


Presented to the Special Joint Government Committee of the Senate 
and House of Commons on The New Canada Pension Plan 


The above Committee hail the new Canada Pensions Act as a beginning 
to establish orderly retirement conditions for Canadian workers, despite the 
fact that many citizens will not be eligible, being too young for the Old Age 
Pension and past the accepted age for the new plan. 


Unfortunately for many tens of thousands of Canadian workers, both 
private and government retirement plans have come too late to include them. 


Most private plans have only recently, since the ’50’s come into being, and 
are based much too low, the average retirement pension being about fifty 
dollars monthly. Private insurance firms are not yet prepared to provide a fully 
comprehensive pension plan to serve every worker in Canada. 


We constitute a lost generation, and are therefore not prepared to challenge 
the many provisions in the New Pension Plan, except in so far as it affects the 
federal Old Age Pension, tying it to the cost-of-living in 1968, pension benefits 
and age limits. 


May we strongly emphasize that:— 
We do not want the cost of living to rise. 
We want it to go down. 


Price increases constitute a direct cut in pension benefits, reducing all 
incomes, especially of those living on private, small pensions. Cost-of-living 
bonuses limited to two points annually, cannot compensate for price rises. 


In our opinion, the cost-of-living bonus as proposed tends to freeze the 
federal Old Age Pension at seventy-five dollars a month at age seventy. We 
strongly object to this provision, and urge that it be struck out. 


We believe that the federal Old Age Pension and the new Pension plan 
must be adjusted upwards as the national wealth increases, at regularly spaced 
intervals—something to look forward to—and should be tied to the Gross 
National Product and taken out of politics altogether. 


We urge that fully adequate provisions and arrangements be included now 
in the New Act to provide a basic minimum pension of one hundred dollars 
monthly in each pension plan. We urge that age qualifications in both plans 
be lowered to sixty years for women and sixty-five years for men, with full 
total benefits beginning at these ages. 


Retirement of people in industry is governed by private interests of © 
insurance companies, it is their standard practice to retire women workers 
at sixty years, and men at sixty-five, regardless of individual financial needs, — 
mental and physical ability, thus forcing them to live in austerity until they 
are eligible at seventy years for the Old Age Pension—constituting a hardship — 
to these people. 


Old Age pensions were introduced in Canada in vastly different economic — 
conditions than exist today. It was then that Old Age pensions were paid 
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out as charity—pitiful stipends—means-test provisions—to keep body and 
soul together at age seventy, when the spark of life was barely flickering, 
and life expectancy was much lower than it is today. 


It was then a haphazard government grant, now there is a special fund 
built up of various percentages from income taxes, sales tax, etc. In fact the 
Old Age pension fund is now self-supporting with a surplus of about fourteen 
million dollars and growing as the wealth of the nation grows. Retirement 
at an earlier age will be mandatory in the not distant future, due to automation. 
The government already recognizes the need for lower age qualifications by 
providing pensions at sixty and sixty-five years with a means test, and also 
by paying employers to hire workers over forty-five, pointing up the difficulties 
that confront older workers seeking jobs. 

The peoples of the world are more and more looking to their governments 
to make universal provisions for adequate and secure retirement. We in Canada 
are no exception. In the U.S.A. provisions are made for women at sixty and 
men at sixty-five to receive up to two hundred dollars a month. In England 
the age is sixty and sixty-five. In Switzerland—sixty-two, New Zealand— 
60, Denmark—62 and 67, U.S.S.R.—55 and 65. Some with and some without 
a means test. Even in China, where a few years ago, old people starved and 
died on the street, pensions are now given at age 50 and 55 in that enormous 
and over-populated backward country. Surely Canada cannot lag behind on 


this vital age question. 


In view of the urgent economic needs of the senior citizens, it is deplorable 
that the Canadian government proposes to spend one billion and half dollars 
to expand United States made nuclear weapons abroad. This will bring no 
direct benefit to the Canadian economy, but is directly contrary to the best 
interests of world peace, disarmament and international co-operation. It is 


_ provocative in the extreme. 


If this vast sum were put directly to increasing pensions and lowering age 
limitations, it would be spent in Canada, creating a new domestic economic 
boom, with a great impetus to production and employment. Every upward 
revision of the pension act, thereby putting more money into the hands of the 
people has always boosted our economy. We believe that charity begins at home, 
the money spent in defending and raising the living standards of Canadians at 
home is the best defense of all. . 

We believe the Canadian government will deserve and earn the lasting 
gratitude of the Canadian people by establishing now a full comprehensive 
system where both pensions start at one hundred dollars a month at age sixty 
and sixty-five years without a means test. 


Respectfully submitted, 


President: Secretary: 
Robert Hunt, (Mrs) Margaret Lettice, 
4 Bertha Avenue, 256 Westlake Avenue, 


Scarboro, Ontario. Toronto 13, Ontario. 
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t 
AGE AND OPPORTUNITY BUREAU ; 
204 Donalda Building, 322 Donald St., Winnipeg 2, Man. ; 


February lst, 1965 


To the Chairman and the Members of the Joint Committee of the Senate 
and the House of Commons, appointed to consider and report upon a 
Bill C-136, The Canada Pension Plan i 


GENERAL Y 


1. The Age and Opportunity Bureau is a social agency concerned with i 
older people. It is supported by the Community Chest of Greater Winnipeg, the é 
Winnipeg Foundation and the Welfare Department of the Government of Mani-_ i 
toba. Its affairs are managed by a Board of Directors of twenty five volunteers © 
and operated by two full-time and one half-time professional staff members ? 
and one full-time clerical staff member. The main functions of the Bureau are — 
study, planning, leadership, community stimulation and representation. An . 
information, referral and counselling service is also provided for older persons, — 


a 
their friends and families. 1 


THE PROPOSED CANADA PENSION PLAN IS THEREFORE OF PAR- 
TICULAR CONCERN TO THE BUREAU AND IT HAS BEEN GIVEN CON-_ 
SIDERABLE STUDY BY ITS INCOME MAINTENANCE COMMITTEE. OUR — 
CONCERN IS FOR THE OLDER PERSON WHO, ON HIS RETIREMENT, 
FINDS HIMSELF WITH INADEQUATE RESOURCES FOR LIVING. 


2. The responsibility of the community to the older person is fully récosil 4 
nized by the Bureau, as is the need for public assistance within the ability of 
society to provide it. In the final analysis, the productive ability of the people © 
will determine the amount which can be used for welfare purposes. Canada has © 
the productive capacity to meet all its welfare needs. There are needs for 
health services, for good housing and for education, just as pressing as the 
need for a comprehensive pension plan. It is important that the priority of 
each of these needs should be considered as well as the extent to which the 
provision of one will tend to alleviate the need in another. It is also important 
that the sense of independence, the dignity and the initiative of our people 
be maintained. o 


CONTRIBUTIONS AND BENEFITS 


pension at the age of 70 (and we do not suggest that it does) then the nropeaa 
minimum earnings-related pension, Bae the discounted Old Age Security Pea 


pension available to a a tiaiees contributor at age 65 ie average annual Be 
ings were $800.00 will be $66.66 per month. 
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wu nderstand. 


“plan. ‘Tt. ae provided for one that | is nannies complex and difficult to 
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4 we... (a)>-The attempt to Bera hen an earnings-related plan has resulted in 


be provision for payment of benefits based not entirely on an individual’s 
contributions and not related to his needs. The waiting periods are 


serve little useful purpose. 


(b) The intention to require contributions from all who should con- 
tribute would add much to the cost of administration of the Plan, 


% a e.g. the self-employed in lower income brackets, who, at this tiie: 


are not required to file income tax returns. 


3. It has been estimated that there are over 1,480,000 persons in Canada 
_ today over 65 years of age. Only 9% of these will receive any benefits from 
the proposed Plan and these benefits will average only $33.00 per month for 
each person. 


4 RECOMMENDATIONS 


1. The needs of Born people should be met immediately is an extension 


‘ mum pension required. There are regional differences in the cost of living, 
but the highest regional minimum recognized should be accepted as the national 


3. An appropriate reduction should be made if in the case of married per- 
sons it is found that the sum of the pensions granted under Old Age Security 
exceeds the minimum amount required to meet their needs. 


with any changes in the Consumers’ Price Index, as provided in the ‘proposed 
i : egislation. 

bog 5. Every person who is financially able to contribute should be required 
_ to do so as is now required through Income Tax payments. The basic exemption 
_ allowed free of Income Tax should not be lower than the minimum Old Age 
- Security Pension. 


| 6&6. The Government of Canada should determine the national needs in 
_ the areas of health, housing, education, and income maintenance and establish 
their priorities. 


“7. Bill C-136, the Canada Pension Plan, should not be adopted in its present 
Respectfully submitted 
AGE AND OPPORTUNITY BUREAU 


A. Cy. Scott M. P. Michener, 


Chairman, Income Maintenance President 
Committee 


simply a nuisance which add to the expense of administration and 


2. The Government of Canada should determine the amount of the mini- 


4. Provisions should be made for adjustments in the benefits in line. 
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UNITED FISHERMEN AND ALLIED WORKERS’ UNION 


Headquarters: The Fishermen’s Hall, 138 East Cordova Street, 
Vancouver 4, B.C. 


January 28, 1965. 


We wish to express our appreciation to you and to the members of the 
Special Joint Committee for the opportunity to submit the views of our Union 
on the Canada Pension Plan—Bill C-136. Our Organization consists of about 
9,000 fishermen, transport workers and processing plant workers employed in 
the production of fish and fish products in the Province of British Columbia. 
Collective agreements covering rates of pay and working conditions of fishermen 
and allied workers have been signed between our Union and the major fishing 
companies in B.C., united in the Fisheries Association of B.C. and between the 
Union and other independent companies and the Prince Rupert Fishermen’s 
Co-operative Association. 


Except for the shore plant processing workers*, we have not established 
any pension plans for our membership. However, we are committed by a 
Memorandum of Agreement signed in 1964, to discuss the feasibility and 
possible implementation of a pension plan for tendermen (i.e. men working 
on board fish transport vessels) covered by our collective agreements during 
1965**. We are also in the process of working out details of an industry-wide 
pension plan which would include all groups of fishermen, tendermen and 
shoreworkers for whom our Union conducts collective bargaining. A broad 
outline of our proposed plan is attached hereto for the information of the 
Joint Committee***. 


Due to the combined effect of seasonality of employment, high rate of 
turn-over from year to year, restrictive eligibility clauses, voluntary enrolment, 
and relatively low pension, our estimate is that less than half of the shore 
plant employees are presently enrolled in the existing pension plan. Since 
the fishermen and tendermen have no pension plan it is correct to state that 
only a tiny minority of the men and women who catch, transport and process 
fish in British Columbia are participants in any retirement or pension plan. 


We have no hesitation in stating our support for the adoption of a com- 
prehensive pension plan which will enable all Canadians to retire with an 
income which will provide a decent living standard in their declining years. 
Bill C-136, does not, in its present form, provide all Canadians with the degree 
of security in retirement which we believe to be justified and feasible. With 
certain basic amendments, which we will outline, we are sure the Canada 
Pension Plan will receive overwhelming support from the working people of 
Canada. | 

Before stating our views on such needed amendments to the basic terms of 
the Plan, we wish to submit information and recommendations regarding the 
inclusion of commercial fishermen. Commercial fishermen are workmen, in 


* (Appendix I—Excerpt from Fresh Fish & Cold Storage Master! 
Agreement setting out basic terms of Pension Plan—see Article XXIl-g 


appendix 
** (Appendix II—Memorandum of Understanding—Tendermen 
*** (Appendix III—Draft—B.C. Fishing Industry Pension Plan 
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fact. They earn their livelihood by a combination of hard manual labour and 


skills acquired in the operation of boats and. gear. The work is dangerous, 
exacting many lives every year in the harvest of Pacific and Atlantic fishery 
resources. Most Canadian fishermen are employed in catching and transporting 
fish by large or small fishing companies. A minority are members of producer 
co-operatives in which they share ownership of transport and processing 
facilities. 


Workmen’s Compensation Act of B.C.—Status of Commercial Fishermen 


The position of commercial fishermen under provincial and federal legisla- 
tion varies considerably. The Workmen’s Compensation Act of British Columbia, 
for example, treats fishermen as workmen and employees of the fishing com- 
panies and of the co-operatives whereas other fishermen are treated as “in- 
dependent operators’. The line of demarcation appears to be as follows: 


(a) A “fisherman shall be deemed to be an employee within the Act, 
who uses a boat and gear, or boat supplied by the Cannery”. The 
regulations further provide that “Where an employer hires the 
boat of the workman the workman shall be deemed to be an em- 
ployee fisherman.” 

(6b) Any fishermen not coming within the definitions stated in (a) above 
may obtain Workmen’s Compensation coverage as “not being an 
employer or a workman but performing work of a nature which, 
if he were a workman, would be within the scope of’ the Part of 
the Act which admits “independent operators.” 


An individual fisherman may, during one year, be classified as a ‘‘work- 
man” then be treated as “independent operator”? and then return to the status 
of ‘““‘workman’’. This may happen where he begins the calendar year as a herring 
fisherman, spends the spring and early summer fishing halibut, then goes 
salmon seining for the late summer and early autumn and winds up the year 
fishing herring. 

Some fishermen may do all of their fishing in the category of “workmen” 
while others do all or most of their fishing in the artificial status of “independ- 
ent operators.”’ 


When a fisherman suffers an industrial accident causing loss of employ- 
ment or when a fisherman dies at sea, these ‘“‘legalistic’? interpretations imme- 


: diately become extremely important. If he was, at the time of accident or death, 
classified as a “workman” then automatically he or his widow or orphaned 


children would be entitled to benefits because the fishing company for whom 
he was catching fish or the co-operative to which he belongs is required under 
the Act to have paid the regular assessments levied upon the fishing industry 
by the Compensation Board. Unfortunately, if accident or death occurs when 
he is classified as an “independent operator” any payment of benefit depends 
upon whether the individual fisherman had voluntarily, and in advance, 
paid an assessment covering this period of his work as a fisherman. 

The anomalies and hardships created by such “legalistic” lines of demarca- 
tion are too numerous to be listed in this brief. In many instances they could 
be classified as a prime example of “man’s inhumanity to man.’”. We can state 


' that our Union is actively campaigning, both by submission to a Commissioner 


investigating the B.C. Workmen’s Compensation Act and to the Government of 
the Province of B.C., for amendments to the Act which would: 

(a) Add to the definition of the term ‘“‘workman” the words “and in 
respect of the industry of fishing, a workman shall include every 
commercial fisherman.” 

(b) Add to the definition of the term “employer” the words “and in 
respect of the industry of fishing an employer shall include every 
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approximately 3,500. 
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person, licensed under the Provincial Fisheries Act, who purchases 
fish from or acts as agent in ie sale of fish for a commercial 
fisherman.” 


(c) We further propose that a “commercial fisherman” be defined as a © 
_ “fisherman who is legally engaged in fishing—as a means of liveli- | 
- hood and who supplies fish to a person licensed under the Provincial 
Fisheries Act.” 


These amendments would, if adopted, remove the anomalies and return 
to a condition wherein all commercial fishermen in B.C. would be protected 
by the Workmen’s Compensation Act, with the fishing companies paying the 
necessary industry assessment. We specifically mention a return to a condition, 
because in 1916 when the B.C. Workmen’s Compensation Act was first passed, 
it was applicable to “employers” and “workmen” in the industry of “fishing.” 
In those years, almost all the boats and gear were owned by the fishing 
companies. The legal relationship was, unquestionably, that of employer 
and employee, with payment for fish caught being made in cents per pound 
(i.e. at piecework rates). 


Today, all herring seine fishermen are covered as “workmen” under the ~ 
B.C. Workmen’s Compensation Act.” They are paid a piecework rate expressed 
in dollars and cents per ton of herring caught. (e.g. the 1964-65 Union Agree- 
ment provides for a payment of $14.48 per ton or $1.81 per man per ton on 
an 8 man seiner). There are about 850 B.C. fishermen engaged in this fishery. 


All salmon seine fishermen are covered by Workmen’s Compensation as © 
“workmen”. They are also paid on piecework rates calculated by first multi- ~ 
plying the pounds of salmon caught by the rates per pound negotiated in the © 
Union contract to arrive at a gross landed value; then deducting fuel and 
lubricating oil expenses; then deducting 36.36% as a boat and net share, 
and then deducting from the remaining balance, the cost of food consumed, 
and dividing what is left by the number of men employed on the vessel. About a 
2,500 B.C. fishermen are employed as salmon seiners. 


A small minority of salmon gillnetters, using boats rented from the com- — 
panies are also treated as ‘‘workmen”. The vast majority of gillnet fishermen, ~ 
although they are covered under the same trade union agreement as seiners, © 
are classified as “independant operators” under present Compensation regula- a 
tion. This is because they operate boats which they “legally” are considered 
to “own” but which are invariably mortgaged heavily to the fishing com- 
panies. Salmon gillnetters i.e. those regularly employed in the fishery, number ~ 


Salmon trollers are all classified as “independent operators” regardless © 
of their mortgages or other contracts which, in many cases, compel delivery © 
to a particular company. They would number approximately 4,500. es 

Halibut fishermen, who may be employed on vessels with crews of from ~ 
3 to 10 men, as well as those employed on small 1 or 2 men boats, are all 
classed as “independent operators”. Their remuneration is calculated by deduct- 
ing from the gross landed value; a boat share of 20%; the expenses of ice, fuel, 
bait, replacement of fishing gear and food and then dividing the balance by 
the number of men employed. About 1,500 men are engaged in this B.C. 
fishery. . 

Fishermen employed in trawling for flatfish and cod, crab fishermen, shrimp — 
fishermen, etc.; are all classified as “independent operators’. Numerically, they 
represent a small minority as the three major B.C. fisheries are for salmon, 
halibut and herring. : 


It appears obvious to us that the present mess should be cleaned up by 


-amendments which treat all fishermen as workmen and employees a d 
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~ panies, in order to save themselves a cost eden to about 2% of the cena tea 
income of the fishermen who are not now classified as “workmen”, are des- 
' perately trying to stop progress. If they could get their way they would elimi- 
~ nate all assessments on the companies and force all fishermen to pay for — 
' compensation coverage. 

Our experience with these companies in the negotiation of welfare plans 
, j and medical plans for fishermen convinces us they will resist every progressive 
a measure. Strike action or the near proximity of strike action brought about 
' welfare plans, providing death benefits to widows and orphans and shipwreck 
benefits to fishermen who lost personal belongings in a fire or sinking. Only 
last fall our herring fishermen were forced to strike to achieve a medical oe 
' paid for by equal contributions from fishermen and the SE 


Unemployment Insurance Act—Status of Commercial Fishermen 

In 1940, when the first Unemployment Insurance Act was dented, all 

_ fishermen were excluded. It made no difference whether they were “employees” 

or “self-employed”. Of course, many other “seasonal” industries, such as log-— 

ging, longshoring and water transport were excluded because the hazards of 

unemployment in the off-season were considered too great a risk to be insur- 
able. 
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: By 1956 these other jobs had been included. The Federal Government then 
_ decided to include commercial fishermen. In doing so, the Government did not 
_ Impose any “legalistic” dividing line between fishermen. Regardless of whether 
ay the legal fraternity would classify them as ‘‘workmen’”, “‘employees”, under a 
. “contract of service” or as “independent operators”, “sharesmen”, “adventurers” 
or “self-employed” the Government treated all fishermen as amiplovers of the 
‘4 companies or co-operatives or persons responsible for processing the fish. Like- | 
wise, all persons, inclusive of fishing companies and co-operatives, with whom 
_ fishermen entered into contractual or commercial aeetriieatse were classified 
as “employers” of the fishermen. Ne 


ea Section 29 (2) of the Unemployment Insurance Act now reads: ‘‘Notwith- 
standing anything in this Act, the regulations made with the approval of the 
_ Governor in Council under Secon 26 for including employment in fishing i in 
_ insurable employment may, for all purposes of this Act, provide for 


(a) including as an insured person any person who is engaged in fishing 
(hereinafter called a “‘fisherman’’), notwithstanding that such person 
is not an employee of any other person; 

(b) including as an employer of a fisherman any person with whom the 
fisherman enters into contractual or other commercial relationship 
in respect of his occupation as a fisherman; and 


(c) all such other matters as are necessary to provide bs tate AN. 
insurance for fishermen”’. 


The Federal Government took a practical step towards social justice by 
| including all fishermen as “employees”? and all companies and co-operatives 
Od as “employers”. Our Union naturally pressed for, and supported, this action. 
_ At the time the fishing companies in B.C. did not oppose universal inclusion 


i of all fishermen under the Unemployment Insurance Act. / 


a We did propose measures which would have brought more contributions 
_ from fishermen during good seasons and either no benefits or restricted benefits 
: in the off-season immediately following such good seasons. Our proposals would 
e Bove in general, increased the income and reduced the payment of. benefits 
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The Fisheries Council of Canada, in a Brief to the Gill Commission of 
Inquiry on October 18, 1961 stated: “Experience has shown that the Act and 
Regulations designed for payroll workers, and the actuarial basis of the Un- 
employment Insurance Fund, obviously cannot provide off-season benefits of 
self-employed fishermen. However, we realize that it would be difficult to now 
withdraw Unemployment Insurance from this group—and we do not advocate 
such a drastic step.” “Therefore, it is our opinion that some additional provi- 
sion must be made to provide the funds to finance these benefits. We propose 
that when the contributions made by, and on behalf of fishermen, are no longer 
sufficient to provide the benefits, that the Unemployment Insurance Fund be 
supplemented by the necessary additional financing from the general revenues 
of the Government.” 

Since then the Fisheries Council of Canada, which also represents the B.C. 
Fisheries Association, has indicated support for certain recommendations of the 
Gill Commission designed to once again exclude fishermen from the Unem- 
ployment Insurance Act. In our opinion, the major reason for this attack by 
the fishing companies on the right of fishermen to a minimum of social justice, 
is either a matter of “actuarial stability” or “legal principle’. The real reason 
cannot be found in the Company Briefs or even in their verbal submission. 
We have come to the only logical conclusion that fishing companies are using 
every conceivable line of argument to avoid paying the employer’s portion of 
the cost of Unemployment Insurance, just as they call for elimination of the 
employer’s cost of Workmen’s Compensation coverage for fishermen. Undoubt- 
edly, these fishing companies will seek to avoid any contribution toward the 
Canada Pension Fund in respect of fishermen engaged in supplying the new 
materials (i.e. fish) to their factories. 


Canada Pension Plan—Bill C-136—Status of Commercial Fishermen 


Bill C-136 does not clearly indicate to us whether fishermen will be classi- 
fied as “employees” or whether the fishing companies and co-operatives will be 
deemed “employers” of fishermen. Section 2 Definitions indicates an “employer” 
(p) “means a person liable to pay salary, wages or other remuneration for 
services performed in employment’—. “Employment” is defined as “the per- 
formance of services under an express or implied contract of service’—. 

Consequently, if no other definitions are added to the Act, commercial 
fishermen will face one of two basic alternatives. Where the “contract of serv- 
ice” is indisputable they may be classified and treated as “employees” engaged _ 
in “pensionable employment”. For such fishermen the cost of the Canada 
Pension Plan will be 1.8% of their income within the prescribed minimum 
and maximum limits. The other 1.8% contribution will be paid by the fishing 4 
companies. 

Where the existence of a “contract of service’ can be successfully chal- ~ 
lenged by the companies, the fishermen may end up by paying the full 3.6% 
cost of the Pension Plan out of their own pockets. We are convinced the Com- 
panies will, to save themselves the cost of this 1.8% contribution, use every | 
legal technicality in the book to deny the existence of employer-employee _ 
relations with fishermen. AY 

It is noted that Section 7 (1) (d) provides power for the Governor in — 
Council to make regulations for the inclusion in pensionable employment of | 
the “performance of services for remuneration if it appears to the Governor ” 
in Council that the terms or conditions on which the services are performed — 
and the remuneration is paid are analogous to a contract of service, whether 
or not they constitute a contract of service.’ This, we presume, would enable ~ 
the Cabinet to include all commercial fishing within ‘pensionable employment”. — 
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On the other hand, Section 7 (2) (d) provides the Cabinet with wide 
- powers to exclude from “pensionable employment” persons whose ‘work per- 


_ formed—in that employment is similar to the nature of the work performed 


by persons employed in employment that is not pensionable employment.” 


Section 7 (2) (e) permits the Cabinet to exclude persons from ‘‘pensionable 


employment” where ‘“‘the services are performed and the remuneration is paid 
in a manner analogous to the earning of income from the carrying on of a 
business.” 


There is a high degree of similarity in the general principle, as well as 
the text, of the provisions of Section 7 of Bill C-136 and Sections 26 and 28 of 
the Unemployment Insurance Act. Section 26 (d) of the U.I. Act enables the 
- Commission, with the approval of the Governor in Council to include in in- 

surable employment ‘‘any employment if it appears to the Commission that 
the nature of the work performed by persons employed in that employment 
is similar to the nature of the work performed by persons employed in insurable 
employment.” Likewise, the Commission may, with Cabinet approval exclude 

from insurable employment under 28 (d) “any employment, if it appears to 
_ the Commission that the nature of the work performed by persons employed 
in that employment is similar to the nature of work performed by persons 
employed in employment that is not insurable.” 


The foregoing similarity of language is obvious. The extent of these powers 
are set forth in the Unemployment Insurance Act and the proposed Canada 
Pension Plan Bill C-136 in identical terms. The U.I. Act states in Section 29 (1) 
“A regulation made under 26 or 28 may be conditional or unconditional, qualified 
- or unqualified, and may be general or restricted to a specified area, a person or 
a group or class of persons,—”’. Exactly the same words are used in Section 7 
(3) of Bill C-136 to define the extent of authority to decide whether certain 
persons will be included or excluded from the list of “pensionable em- 
ployments”’. 


Perhaps we should presume that since the powers of the Cabinet are iden- 
tical there will be identical regulations in respect of commercial fishermen. Since 
all commercial fishermen in Canada are deemed to be employees engaged in suit- 
able employment, and since all fishing companies and co-operatives are 
deemed to be employers of commercial fishermen, then it is axiomatic the 
Cabinet will include all fishermen within pensionable employment and require 
_ the fishing companies and co-operatives to make the regular employer’s contri- 

butions, as well as the deductions from the fishermen payable to the Canada 
Pension Plan. 

However, the Unemployment Insurance Act contained wide powers for in- 
clusion of fishermen long before they were, in fact, included. Fishermen were 
included only when a new Section 29 (2) (a) (b) and (c) was added by amend- 
ment to the Act extending unemployment insurance to fishermen. We cannot, 
therefore, presume that the mere existence of authority will result in action by 
the Governor in Council classifying all commercial fishermen as being engaged 
in “pensionable employment”’. 

On December 28, 1964, we received from the Minister of Fisheries a ‘“Non- 
official document” which he said we could quote and use, bearing in mind it is 
not official. It is entitled “What the Canada Pension Plan Means to the Fisher- 
men.” We quote below the sections dealing with Coverage and Collections: 


“Coverage 
Compulsory for almost everyone—including fishermen, both self-employed 
and employees. 
. Bill C-75 had made it voluntary—though too hard to reach administra- 
tively. However, the following developments occurred: 
(1) Quebec Plan was compulsory for all. 


Whence: 
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(2) Some provincial premiers feared voluntary plan would exclude 
many who needed coverage most. . 7 

(3) Canadian Federation of Agriculture asked for compulsory coverage © 
for farmers. ; 


So, Bill C-136 covers self-employed compulsorily provided they make over 
$800 a year; that is, $200 is the minimum earnings subject to contribution, and 
$7.20 is the minimum annual contribution. 

Net earnings are defined as Gross Earnings from fishing operation less all 
expenses of operating boat; the remainder is profit or net earnings subject to 
taxes (before personal deductions). | 

Fishing employees are covered if they earn over $600 a year. Some short- 
term fishing employees will be excluded. Unless a man works for more than 
25 days for one employer and earns more than $250 from him, he is excluded 
from contributing to the plan for that employment. 


Collections 

The contribution rate is 3.6% on earnings from $600 to $5,000; therefore 
$158.40 is the maximum contribution for a self-employed person for a year. 
(It will be deductible from his taxable income). 

For his employee, the fisherman pays 1.8 per cent of earnings from $600 to 
$5,000. This contribution, together with the employee’s contribution (i.e. 3.6 per © 
cent), is to be sent by the fisherman to the Department of National Revenue. 
This fisherman’s share is deductible as an expense of his fishing operation. 

Income Tax Machinery issued for collections: } 

the fisherman is to send in monthly the amounts deducted from his em- — 
ployees, plus the employer share. d 
T-4’s will annually show for whom the deductions were made. 
annually or quarterly the fisherman makes his own contribution as a self- ‘ 
employed person, using the same form as for his own income tax. i 


It is recognized that if net earnings are under $2,000 (married) or $1,000 © 
(single) they are not subject to income tax. Therefore, a special simplified form > 
will be developed for the low income groups among the self-employed. jg 

Since the $600 basic exemption is equivalent to $50 a month, a fisherman — 
would only contribute on the wages of his employees that are over $50 a month. © 

Refunds will, of course, be made to employees if they overpay their con- — 
tribution in any year.” 4 

While the foregoing refers to “fishermen, both self-employed and em- | 
ployees” the emphasis on fishermen as employers and lack of any reference to | 
fishing companies as employers leads us to believe the following may be in- © 
tended by the person who drew up the original document: “i 

(a) That all fishermen who own boats, whether such boats are financed by | 
or mortgaged to fishing companies or not, will be classed as self-employed. i 

(6) That fishermen who do not own boats will be classified as employees 
of the owners of the boats on which they are fishing. ; e 

(c) That all contributions and deductions on behalf of fishermen will be 
made by fishermen, either as self employed persons or as employers of other 
fishermen. Where a fishing company owns the fishing vessel it is not clear 
whether the captain of the vessel would be classified as a self employed fisher- 
man or whether the company would be considered as his employer by virtue 
of vessel ownership. a 
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be Lh ial - 
a Peis, regardless of precedent established in the Unemployment Insurance Act 
4 or their similarity to other employers of persons paid on a piecework basis. 
is We are opposed to any regulation which absolves the fishing companies 
a of their responsibility for a contribution toward the Canada Pension Plan and 


fan amendment to Bill C-136 to provide for: 
(1) Inclusion of all commercial fishermen in the definition of employment 
"considered to be pensionable employment, notwithstanding that some fisher- 


Va 


} ‘men may not appear legally to be employees. 


(2) Inclusion as employers of fishermen any fishing company, co-operative 


- or person with whom fishermen enter into contractual or other commercial re- 


: lationship in respect of their occupations as fishermen. 
(3) All such other matters as are necessary to provide that commercial 


it fishermen are included in the Canada Pension Plan with the normal employer’s 


_ share of the contribution being paid by the fish processing companies and co- 


_ operatives. 


Our basic reasons for these proposals may be summarized as follows: 


a (1) The fishermen of Canada earn their livelihood in the catching of fish 


_ which constitutes the raw material for the fish processing industry of Canada. 

_ The relationship of fishermen to the fish processing industry is an employee- 

i p cmployer relationship, even where strictly legal interpretations may indicate 
some other relationship. 


: (2) The fishing industry of Canada (i.e. fish processing concerns taking de- 


ny 


| B livery of raw fish from fishermen and processing and distributing it) is well able 
ii _ to afford the employer’s contribution to the Canada Pension Plan in respect of 

_ fishermen. The industry is already geared to handle the practical problems 
_ involved in calculating and forwarding contributions, as a result of experience 
- in dealing with Unemployment Insurance for all fishermen and Workmen’s 
Compensation covering large numbers of fishermen. 


a (3) The commercial fishermen of Canada are workmen in fact, earning on 
an average, less than their fellow workers employed in shore-based industries. 
_ Fishermen cannot afford to pay the full cost of a pension plan and should no 
‘i _ more be compelled to do so than loggers, miners or other workers enganed in 
D primary production. 


(4) Failure to compel the companies in the fishing mats to contribute 
ue. toward the Canada Pension Plan in respect of earnings of fishermen would 
amount to an act of favouritism toward the fishing companies. It would relieve 
them of an obligation which other employers are compelled to assume. By the 
same token, such a failure would be an act of discrimination against the fisher- 
men of Canada inasmuch as they would be compelled to shoulder double the 
_ pension costs borne by other industrial workers. 


, (5) The Unemployment Insurance Act provides a clear cut precedent in 
Ea ederal legislation for treating fishermen as employees of the fishing companies 
"ie and co- operatives which process and distribute fish. We know of no valid reason 
e for departing from this procedure in writing legislation establishing the Canada 


_ Pension Plan. 


hax Before concluding this part of our submission it should be noted that a 
peice company must pay the regular employer’s contribution on earnings of 
i 4 company officers or directors. An examination of yearly stipends and general 
} “remuneration of such persons would quickly reveal the fact that their average 
‘pay is many times the average pay of the fishermen. The head of a fishing com- 
. pany who earns $100,000 or even $1,000,000 per year will pay $79.20 as his an- 
nual contribution, an equal sum being paid by the company. Surely, there is no 


_ which places the full burden of cost on the fishermen. aye? therefore, favour | 
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justice in requiring a fisherman who has earned $5,000 to pay $158.40 while the 
company pays nothing. There is even less justice in compelling a fisherman whose 
annual earning is only $2,800 to pay $79.20 into the Pension Plan while the fish- 
ing company which profits from processing and distribution makes no contribu- 
tion. 

In substantiation of the above, we would refer you to the publication of the 
Department of Fisheries entitled, “A review of the Fishing Earnings of Salmon 
and Halibut Fishermen in British Columbia, 1957 and 1958.” According to Table 
19 of that publication, 9,255 fishermen engaged in salmon fishing in 1957, and 
earned an average net income of $1,497. 1958 was a record year for salmon fish- 
ing, and yet in that year 11,062 fishermen averaged only $2,466. In that same 
year, Taxation Statistics shows that 4,671,106 persons classified as ““employees’’, 
including both taxpaying and non-taxable employees, reported average earnings 
of $31.95 to the income tax authorities. Thus, in their best year, salmon fisher- 
men averaged only 77 per cent of the average earnings of “employees’’. 

It would, therefore, be grossly unfair to treat fishermen on the same basis 
as self-employed business and professional people for the purposes of the Can- 
ada Pension Plan. On the contrary, they are even more than other categories of 
workers, in need of the benefit of employer contributions. 


Fishermen face all possible hazards in harvesting the fishery resources upon 
which our Canadian fishing industry has grown and profited. We urge all mem- 
bers of this Joint Committee to bear in mind the difficulty of figuring the lives 
of fishermen lost at sea into the price of a pound of fish on the market. The White 
Paper issued by the Government in 1964 said the Canada Pension Plan “is 
designed to extend social insurance protection to people in retirement, to widows, 
orphans and the disabled. It will be a basic part of Canada’s social security sys- 
tem’. Unless the amendments we have proposed are adopted the effect of this - 
fine aim on the majority of Canada’s fishermen will be to force the greatest 
burden of cost on those least able to pay. 

In our opinion, the full burden of cost of the entire Pension Plan should be 
levied on industry rather than compelling working people to pay half the cost. 
Industry can well afford to pay. Certainly, there is no excuse, in any industry 
or in part of any industry for reversing the general principle to the point where © 
the working people pay the whole cost while industry escapes payment. 


Exemption re persons employed less than 25 working days or less than — 
$250.00. 

We note that Section 6 (2) (a) excepts employment in “agriculture hor- 
ticulture, fishing, hunting, trapping, forestry, logging or lumbering” where the — 
employee receives “less than $250.00 in such remuneration” or where the em- 
ployee is engaged “for a period of less than 25 working days in a year.” \ 

While there may be some justification for a cash limitation in respect of ( 
employer contributions we cannot understand why such exception is made only | 
in respect of certain industries. Since the Plan is portable we believe all em- 
ployers in all industries should be required to contribute equally. | 

The exceptions could work against substantial numbers of workers who are | 
forced to move from one job to another for very short periods of employment. — 

A “period of 25 working days” often constitutes the entire employment of 
wage-workers employed on fish transport vessels (i.e. tendermen) and in certain — 
isolated fish plants. Wages earned in such 25 day periods could range from” 
$605.50 for a cook deckhand to $813.00 for a captain employed in fish transport | 
for 25 working days. While these daily wage rates may seem unusually good, we 
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isolated fish canneries, where one basic crew may work excessively long hours, 
for a short season, similar earnings for periods of 25 days or less are realizable. 

We would, therefore, recommend elimination of the limitation based on a 
specified number of working days, or as an alternative cutting the number of 


days to 5. 


Likewise, we would recommend elimination of the cash limitation or as an 


- alternative cutting it to $100.00. 


General Provisions 


In general, the United Fishermen and Allied Workers’ Union takes the posi- 
tion, in common with many other unions, that the Canada Pension Plan rep- 
resents an important step forward in the social security program of the Canadian 
government, and as such is worthy of support, but that it is open to criticism in 
some of its provisions. 


‘ Means Test 


One of the great advances in pension legislation in this country occurred 
in 1950 when the Old Age Security pension was made payable to all at age 70 
as of right, with the former means test being abolished. A benefit which is con- 
ferred on the basis of a means test takes on the character of charity and is an 


' affront to the dignity of our working people. 


If it is feasible and appropriate to grant a flat rate pension such as the 


old age security pension without a means test, it should be doubly so in the case 


of a contributory, earnings related pension, where the recipient is deemed to 
have purchased it with his lifetime contributions. In such a plan, all of the 


_ degrading aspects of charity should disappear. 


ee 


It is, therefore, distressing to find that in at least two of the provisions of the 
Bill, the means test reappears, in one form or another. We refer to Section 68, 


_ which provides that a certain level of post retirement earnings may disqualify a 
- person from receiving his pension, and to Section 62, where survivor’s benefits 
_ are made dependent upon the marital status of the beneficiary. 


It appears to us that where a pension is purchased by lifetime contributions, 


i J all need for such restrictions should disappear. The benefit should be deemed 
_ to have been bought and paid for, and therefore to be at the disposal of the 


_ beneficiary as freely as an insurance company annuity. 


| Delayed Benefit 


We agree with those submissions which have stressed the fact that the 


full benefit of the plan is too far in the future. Perhaps a quarter of a century 


hence a point will be reached where all retired people will enjoy the level 


| of security which is to be provided by the combined effort of the Old Age 


Security Act and the Canada Pension Plan. In the meantime, a hiatus will 
arise between the circumstances of persons retired on that basis, and the 


} surviving pensioners retired on old age security pensions only, or on the 


partial benefits payable to those retiring between 1967 and 1976. Notwith- 


' standing the projected cost of living adjustments, which are likely to be pic- 
_ ayune, the flat. $75.00 benefit is likely, in the context of income and pension 


standards of 1976, to represent an extremely penurious standard of living. 


Indeed, in 1965, it already represents, in the judgment of the Province of 


British Columbia, $25.00 per month less than a subsistence minimum. 
There were, in 1961 (a) 904,000 Canadians over 70 years of age including 


_ (b) 227,000 who were over 80. With appropriate increase for the growth and 
aging of the population during the next decade, these figures will indicate 
| (a) the number of people who in 1976 will be retired with less than the full 
| benefit of the Plan, and (b) those who will still be limited to $75.00 per month, 
| in contrast to the income and pension standards then prevailing. 
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Variable Results 


Most discussion of the Canada Pension Plan has been in oversimplified — 
terms based on the maximum level of benefits. Much discussion has taken place 
concerning the adequacy of a total pension of $179.00 per month, overlooking | 
the fact that this combined total would be available only to those whose 
lifetime earnings have averaged $5,000.00—which is not the typical Canadian 
income. 


Suppose we consider the (exceptionally high) 1958 earnings, as Pes 
of salmon fishermen’s average lifetime earnings. 


We have already quoted this figure at $2,466. The resulting earnings- 
related pension would, therefore, be $616.50 per annum or $51.37 per month. 
Combined with the Old Age Security Pension this is only $126.37, even after the 
full scale of benefits becomes available in 1976. 


It may be confidently predicted that there will be many more circumstances 
in which even the normal benefits, to say nothing of widow’s benefits, and 
disability pensions, may be equally inadequate. 


Minimum Pension © 


It would, we think, be entirely reasonable to propose that the full scale 
of benefits become payable in the first year of operation, instead of being 
gradually implemented over a ten year period. At all times during this century 
there will be in the plan some element of pensions for the elderly being paid — 
for by the contributions of the young. We see nothing wrong with this, and 
fail to understand why in the implementation of the principle, the bill should ‘ 
discriminate between those reaching pension age before and after 1976. 4 


However, another approach may perhaps be more effective in dealing» 
with both of the problems raised above, namely the low pensions of those > 
retiring prior to 1976 and the low pensions resulting from inadequate earnings. i, 
This approach is to establish a basic “floor” for all who qualify for pensions, 
irrespective of the year in which they retire. In our proposals to the Ae 
industry for an industrial pension plan, we have proposed a floor of $125.00 i 
per month, and we think this would be a reasonable minimum for the Canada 
Pension Plan (including Old Age Security Pensions) as well. | 


Financing of Pensions 
There is a spurious neatness of logic in the formula which relates contribu-— 


tions and benefits to earnings, dividing the contributions equally between em- ( 
ployer and employee. bY 


for providing a decent Tevet of seCuney for .all. The increasing productivity o oom 
the country is not necessarily reflected in wage- earnings, and most certainly : 


population. 4 

Automation, which will be the decisive factor in raising national nasil 
in the future, may produce spectacular incomes for some people, but will 
almost certainly produce disastrous consequences for others. One need om” 


related pension would yield virtually none. Then, in the event that auton ata 


yields high production and little employment, pension plan revenues wot ld, 
nevertheless, grow and the minimum pension provision which we have outlined 
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CORRIGENDA 
(See Issue No. 2) 


* fo 4 

a Page 125: 5th line from bottom: the word “or” following “of course”? | 
_ should be deleted. The phrase should read “at any time, of course, subject to a 
"notice, of 10 years initially,” 


Page 126: 5th and 6th lines from top: the word “considerable” should mea 
_ “comparable” 


Page 126: Long paragraph on lower part of page: there should be a patiod 
after “concerned” near the end of the 2nd line; and the new sentence should 
erin: ‘But some or reas are under federal jurisdiction, and this certainly 
- applies in the case of. 


7 In the 4th line of same paragraph “assets” should read “‘agencies’. That is, 
it is “crown agencies and such other organizations’’. 


In the 8th ag 9th lines, “for’ should be “after’’; there is no “the” before 

- “other provisions”; “‘met’’ should be “made”; and there. is no comma after 

means. That is, the whole phrase should read "ethat agreement would cease to. 

a be operative after the two-years-plus notice period, and then other provisions 

would have to be made regarding workers under federal jurisdiction, whatever 
that means in respect of pensions’. 


_ (See Issue No. 4) 


Page 202: last line on page: ‘1.009’? should read ‘‘100.9” | 
Page 203: Delete line at top of page as it is the last line on previous page. 
2nd line on page: ‘1.014’ should read ‘101.4’ 


P Long paragraph near top of page: in the second part of the first sentence, 
an essential ‘it is the same index” is omitted after “that is”; the “less” and 
- “more” are reversed; ‘“‘but’”’ is missed out at the end of the 3rd line and wrongly 
__ inserted at the beginning of the sentence in the 4th line. The whole thing 
should read: “that is, it is the same index if the increase from one year to 
another is nee s to be more than one per cent but less than two per cent. 
Any change.. 

4th line ei bottom of same paragraph: ‘.14” should read “1.4”. Also, 
“the phrase about the “further .5” is wrongly placed; it should be in the previous 
o ine. The whole thing should read: “if the consumer price index has gone up 
_ by .9 per cent compared with the previous year, then the following year it goes 
iy ip by a further .5, then the pension index has to be adjusted in order to match 
the consumer price index. The total increase is 1.4, and this... .” 


i Pages 203 and 204: Paragraph at bottom of p. 203 and Hey of p. 204. In 
the 1st line, ‘‘because”’? should read ‘‘except that”; in the next line, “less” and 
“more” should be inverted; at the top of p. 204, ‘‘When”’ should read “While”; 
te been” should read “to be”: there should be no “full”; “be because it is” 

should be “become so as”; and FOG. should be “‘to”. The paragraph thus should 
_ read: 

4 “Quite, but it is the same, except that in order to be the same it would 
have to be increased by more than one or less than two per cent, in the 
_ following year. While it has to be the same as in the relevant year, it can 
only become so as a reflection of the one per cent to two per cent variation.” 
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Page 205: Last paragraph, 9th line: Delete the word “set’’; insert “comma” 
after “116.5”; there should be a “period” after ‘‘1952”. The phrase should read: 
“namely 116.5, opposite the year 1952.” 


10th line: Delete the phrase “and call it one.” 


Page 206: 10th line from top of page: “for’’ should read “at’’. Phrase 
should thus read “Similarly, 1959 is set at two per cent...’’. 


12th line from top of page: insert the word “for” after “pension index’’. 
Phrase should thus read “The pension index for 1960...” 


5th line, 2nd paragraph: insert the word “for” after “determined”, and 
a “comma” after the word “years”. The phrase should thus read “determined 
for each of these years,” 


Page 209: 3rd line from top of page: the word ‘higher’ should read 
“lower”. The phrase should thus read “year, then the pension index will be 
lower, as Mr. Knowles has pointed out.” 


Page 210: 2nd line, 2nd paragraph from bottom: the word ‘in’ should be 
deleted. Phrase should read “earnings ceiling itself...” 


Last line on page: “$4,842-$4,699” should read: $4,840 to $4,699” 


Page 211: 2nd line from top of page: “enumerator” should read 
‘numerator’ 


8th line from top of page: “Bill No. 375” should read “Bill No. C-75”. 


17th line from bottom of page: “earnings index” should read “earnings 
ceiling’’. 


(See Issue No. 5) 


Page 251: line 45: “contribution” should read ‘‘earnings’’. Phrase should © 
read “If he had an earnings of more. 


Page 257: 3rd line, top of page: The phrase “at age 65” should be inserted — 
after the word ‘“‘pension’’. Sentence would thus read: “If an employee retires © 
before the age of 65 he automatically goes on pension at age 65.” £ 


(See Issue No. 9) : 


Page 458: &th line, top of page: This line reads “and that would be about — 
.2 per cent.’’ This should be changed to read “‘and that would be about .5 per ~ : 
cent for all three departments previously referred to or roughly .2 per cent 
for the Department of National Health and Welfare. is 


(See Issue No. 11) 


Page 563: In the last line, the reference to the year ‘1964’? should read 
1966”. a 
Page 575: The first line of Mr. Bryce’s See the word ‘‘of” should bal . 
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Page 578: In Mr. Bryce’s statement in the second half of the page in the 
2nd line the word “Canadian” should read ‘‘Canada’’. ; 


In the Ist line of paragraph (a) the words “pension benefits” should be : 
inserted after the word “superannuation”’’. | 


first complete paragraph—‘This Committee also recommended and the Govern- 
ment has agreed that, if a former employee decided to go into other employ-— 
ment after the age of 65 in a way that would enhance his Canada Pension Plan 

benefits then this should not affect the adjustment formula which I described.” 
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MINUTES OF PROCEEDIN GS 


‘Tuurspay, February 4, 1965 
(49) 


q The Special Joint Committee of the Senate and of the House of Commons 
q on the Canada Pension Plan met at 2:40 o’clock p.m. this day. The Joint Chair- 
man of the House of Commons section, Mr. Cameron (High Park), presided. 


Members present: 

Representing the Senate: Honourable Senators Blois, Boucher, Croll, 
_ Denis, Fergusson, Lefrancois, McCutcheon, Smith (Kamloops), Smith (Queens- 
- Shelburne), Stambaugh, (10). 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
- Basford, Cameron (High Park), Cantelon, Cashin, Chatterton, Francis, Knowles, 
* _Laverdiére, Lloyd, Macaluso, Munro, Prittie, (14). 


id In attendance: Dr. Joseph Willard, Deputy Minister of Welfare; Dr. Mau- 
a rice Ollivier, Parliamentary Counsel; Messrs. D. Thorson, Assistant Deputy Min- 
_ ister of Justice: D. Sheppard, Assistant Deputy Minister of National Revenue; 
_ E. E. Clarke, Chief Actuary, Department of Insurance; D. Hart Clark, Director 
_ of Pensions and Social Insurance Division, Department of Finance. 
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The Joint Chairman opened the meeting. 


On motion of Senator Denis, seconded by Mr. Prittie, 


Resolved unanimously: That a letter of condolence be sent to Mr, J. P. 
Coté (Longueuil), a member of this Committee, for the loss of his mother. 


i On motion of Mr. Munro, seconded by Senator Stambaugh, 


4 Resolved unanimously: That the names of Senator Donald Smith and of | 
gtr. Gray be temporarily substituted for those of Senator Croll and Mr. Coté 
_ (Longueuil) on the Subcommittee on Agenda and Procedure. 


On motion of Senator Croll, seconded by Mr. Francis, 


s Resolved unanimously: That the documents intituled “‘Le régime des pen- 
_ sions du Canada’, and “Laissons bien aller ce qui va bien, réparons simplement 
‘! ce qui va mal’ both prepared by Mr. Latulippe, M.P., be filed with the Clerk 
_ of the Committee. 

, Then the Committee decided to sit “in camera’ to hear Dr. Maurice 
- Olllivier. 

The Committee resumed its regular sitting. 


~ On motion of Mr. Cashin, seconded by Senator Croll, 


Resolved unanimously: That the name of Mr. Basford be substituted to that 
' ia of Mr. Gray on the Subcommittee on Agenda and Procedure for this evening. 
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The Committee sat again “in camera” 
At 4:30 o’clock p.m. the Committee Dae iad to the call of the Chair. 
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FRIDAY, February 5, 1965 
(50) 


The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan met at 8:20 o’clock p.m. this day. The Joint Chair- 
man of the House of Commons section, Mr. Cameron (High Park), presided. 


Members present: 


Representing the Senate: The Honourable Senators Blois, Boucher, Denis, 
Fergusson, Lefrancois, McCutcheon, Smith (Kamloops), Smith (Queens- 
Shelburne), Stambaugh (9). 


Representing the House of Commons: Mrs. Rideout and Mesrs. Aiken, 
Basford, Cameron (High Park), Cantelon, Cashin, Chatterton, Francis, Gray, 
Knowles, Laverdiére, Lloyd, Macaluso and Munro (14). 


The Joint Chairman opened the meeting. 


On motion of Mr. Cashin, seconded by Mr. Gray, 
Resolved unanimously,—that the following documents be printed as ap- 
pendices to this Committee’s Minutes of Proceedings and Evidence, namely: 


(a) Answer to question raised by Mr. Basford on January 12, 1965. 
(See appendix A-56). 


(6) Answers to questions raised by Senator Croll and Mr. Chatterton 
on January 14, 1965. (See appendix A-57). 


(c) Answer to request of Mr. Francis on January 14, 1965, page 896 of © 


Minutes of Proceedings and Evidence. (See appendix A-58). 


(d) Old Age Survivors and Disability Pensions—Sweden. (See ap- 
; pendix A-59). 


‘(e) Old Age and Disability Pensions—Finland. (See appendix A-60). 
(f) Old Age Survivors and Disability Pensions—United States. (See 
appendix A-61). 


(g) Old Age Survivors and Disability Pensions—West Gaming: (See 
appendix A-62). 


(h) Estimates of Additional Contributions under the Canada Pension 
Plan, if there were no Contributory Earnings Lower Limit. (See 
appendix A-63). 


(1) Estimates of Additional Contributions under the Canada Pension 
Plan, if there were no Contributory Earnings Lower Limit. (See 
appendix A-64). 


(j) Estimates Relating to Proportions of Retired Populations in receipt ‘ 
of Pensions and Average Amounts of Age Retirement Pensions — 
under the Canada Pension Plan for Specimen Future Years. (Seeg a 


appendix A-65). 
On motion of Mr. Lloyd, seconded by Senator McCutcheon, 


Resolved unanimously,—That the corrections be made to the Evidence ; 
adduced during the previous sittings of this Committee, as set out by Mr. 


Osborne and appearing as “Corrigenda’’ in this issue. 


Then the Joint Chairman reported that the Subcommittee felt it would be 


preferable to postpone this one, Ss aS or until sh ewnoey February 8, 196% , 


at 2: me o’clock p.m. 


; 


‘ \ 


EVIDENCE 


THURSDAY, February 4, 1965. 


The CHAIRMAN (Mr. Cameron): I call the meeting to order. I understand 
that Senator Denis would like to make a motion in respect of the death of 
Mr. J. P. Cété’s mother. 

; Hon. Mr. Dents: I would like to move that a letter of condolence be sent > 
to the family of Mr. Cété, one of the members of this committee. 


a Mr. PRITTIE: I second the motion. 


The CHAIRMAN (Mr. Cameron): It has been moved by Senator Denis, 
- seconded by Mr. Prittie, that a letter of condolence be sent to Mr. Coté. All 
q BD ihose in favour? 
Motion agreed to. 


: That also brings up another problem. The steering committee has no 
_ report to submit at this meeting. They will be meeting again today and prob- 
ae tomorrow. Mr. Cété obviously cannot be present at those meetings. 
Senator Croil will not be available tomorrow and Saturday. He will be back 
here on Monday. If it is in order, I would like to have a motion that these two 
- gentlemen be replaced during their temporary absence from the dapat 
' committee. 
; Mr. CHATTERTON: I move that Mr. Gray and Senator Smith (Queens- 
| | Shelburne) replace the two men mentioned, Mr. Chairman. 
4 Hon. Mr. STAMBAUGH: I second that motion. | 
vf ; Motion agreed to. 
ve a The CHAIRMAN (Mr. Cameron): Well now, as far as I am concerned that 
is the end of the public part of the meeting. | 
iS Mr. PrITTIE: Does that indicate that you plan on a final meeting next 
week, Mr. Chairman? 
_. The CHarrmMan (Mr. Cameron): Probably, Mr. Prittie, but no one can 
4 predict what is going to happen next week; there is a probability that we will 
_ be meeting next week. 
A Mr. CHATTERTON: It depends on how well the government is co-operating. 
Mr. KNOWLES: A form of social insurance. 
Mr. Munro: Mr. Chairman, change that “probably” to possibly. 


4 The CHAIRMAN (Mr. Cameron): Mr. Guitard has called to my attention 
Behe fact that a request has been made on behalf of Mr, Latulippe to have 
‘placed on the record of the proceedings of this committee a document which 
is called a resume of a speech that Mr. Latulippe made in the house on 
Dovember 17, 1964, expressing certain views with regard to the Canada 
pension bill. Also a second document—two pages in French—which outlines 
Y that he feels would be a satisfactory alternative to the Canada pension plan. 
| A request has been made by Mr. Latulippe’s secretary that these documents 
ee printed as a part of the record. I do not know if that is the usual pro- 
cedure or not—it seems to me it is rather unusual—but I am calling it to the 
‘attention of the committee so they may issue their instructions. 


Mr. CHaTTERTON: Mr. Chairman, has this not been considered by the 
steering committee? 
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The CHAIRMAN (Mr. Cameron): I mentioned it in the steering committee 
but afterward I went to see the secretary to find out exactly what it was he 
wanted placed on the record and I have the two documents here in French. One 
is a resume of Mr. Latulippe’s speech in French and the other is his alternative 
plan for the Canada pension plan. 


Mr. BASForD: This seems to be a rather unusual request for a member of 
a committee to make and not bother coming to the meetings— 


Hon. Mr. Crouu: He is not a member. 


Hon. Mr. Denis: Are we going to reprint every speech made in the House 
of Commons? 


Mr. BAsForpD: There is a Creditiste member on the committee. 


Mr. FRANCIS: I think Senator Denis has a very good point. I would think 
the fact that it is available in Hansard would be adequate. 


The CHAIRMAN (Mr. Cameron): What is the wish of the committee? 


Mr. Luoyp: Well, if he has an alternative proposal, I think that has some 
merit. The documents should be filed at least. If you are going to print the 
resume, if the other thing is not too long, I see no harm in doing both. 


Hon. Mr. DENIS: You will be reprinting every speech made in the House 
of Commons. 


Mr. FRANCIS; I think Senator Denis has a very good point. I wonder if the 
staff could review the speeches that have been made in the House of Commons. 


Hon. Mr. Crouu: I move that it be made part of the library of this com- 
mitteee. 


The CHAIRMAN (Mr. Cameron): Moved by Senator Croll that these two, 


documents be made part of the library of this committee. Is there a seconder 
for the motion? 


Mr. FRANCIS: I would be happy to second that. 
Motion agreed to. 


The CHaIRMAN (Mr. Cameron): This will be included in the library of 
the committee. I imagine there will be one more meeting. 


The meeting is now in camera, so that anyone who should not be here will | 
please leave. I do not know of anybody here to whom this order applies. 4 


FRIDAY, February 5, 1965. 3 
The CHAIRMAN (Mr. Cameron): Mrs. Rideout and gentlemen, please come 
to order. 


This meeting is in camera. If there are members of the press present please 
withdraw. 


(See note in Minutes of Proceedings of Monday Feb. 8 in this respect) 


I have first to lay on the table answers to questions asked by Mr. Basford 
on January 12, 1965, answers to questions raised by Senator Croll and Mr. 
Chatterton on January 14, 1965, answers to the requests by Mr. Lloyd Francis 
on January 14, 1965, with reference to page 896 of the minutes, relating to old 
age survivors’ benefits and old age pensions in Great Britain and several 
other countries, and additional contributions under the Canada pension plan, 
and so on, and estimates relating to proportions of retired population and the 
average amount of retired pensions under the Canada pension plan for specimen | 
future years. 


Have I a motion to put these answers to questions in the minutes as 
an appendix to today’s proceedings? e. 
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_ Mr. CAsHin: I so move, Mr. Chairman. 
Mr. Gray: I second the motion. 


The CHAIRMAN (Mr. Cameron): It is moved by Mr. Cashin and seconded 
by Mr. Gray that the above mentioned answers to questions which have 
, been raised be included into today’s proceedings as an appendix. 
: Will all those in favour please signify. Opposed? 
4 Motion agreed to. 
I also have some corrections to the minutes of proceedings and the 

- evidence of the joint parliamentary committee on the Canada pension plan. 

Is it moved that the changes be incorporated in this minute? Have I a motion 
that this correction be made in the minutes? 


Hon. Mr. McCutcHEoN: What are the changes? 


The CHAIRMAN (Mr. Cameron): The changes have to do with errors 
in reporting. 


i 


Mr. Luoyp: I so move, Mr. Chairman. 
Hon. Mr. McCutcHeon: I second the motion. 


F The CHAIRMAN (Mr. Cameron): It is moved and seconded that the 
document dealing with errors in reporting be attached to today’s pro- 
_ ceedings. 
_ Is that agreed? Is anyone opposed? 

Motion agreed to. 


. The steering committee has not been able to settle on the form of the 

report which they wish to submit to the main committee. A suggestion has 
_ been made that the steering committee meet on Monday at nine o’clock and 
that the main committee come back at 2.30 on Monday. 


1 Mr. Munro: Mr. Chairman, I should point out at this stage something 
- that was discussed at the meeting. Many of the people who are here now 
have been waiting since yesterday and have been waiting all day today; 
ai am speaking of members who are not members of the steering committee. 
_ They have been waiting for a meeting of the whole committee. 

2 It was decided at the penultimate meeting among all groups of the 
- steering committee that the meeting should be held today. However, a sug- 
+ gestion has been advanced by, I think, the Conservative members that we 
should not meet tonight. They wish £6 have the meetings adjourned until 
_ Monday at 2.30, and they are agreeable to a meeting of the steering com- 
mittee at 9.30 in the morning. 

Of course, I am speaking for the Liberals in the main, but I would say 
~ that all parties would object to this course of procedure very much, especially 
f those members who have waited for the last two days. However, it was 
agreed that this suggestion should be put to the committee of all members 
_ for their views. 


Dit 


‘Be Mr. CHATTERTON: I would like to make one correction. It was not a case 
of our not wishing to have a meeting tonight, but events were such that 
| Meetings this afterncon were cancelled and we felt there was insufficient 
| time for us to conclude our meetings tonight. We felt it would be better 
| for us to be given a chance to examine the proposals and to defer the meet- 
ing of the committee until Monday. 


ef Mr. Gray: Mr. Chairman, may I ask why there is no reference to a 
Meeting tomorrow? ! 


| Hon. Mr. McCurcHEon: It just happens that the Conservative members 
will not be available tomorrow. 
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Mr. MAcALuso: Which of the. Consbetones Hanes of this cantitities 
are members of the national executive of the Conservative party? I know © 
Mr. Aiken is a member, but are there many others? 


Mr. CHATTERTON: Yes. 


Mr. KNOWLES: I would like to express the hope that we do not let any 
bitterness get into this discussion. | 


Mr. AIKEN: It is getting pretty close to it now. 


Mr. KNOWLES: I would like to suggest that we avoid that. I am sure we 
are all aware why we are not able to continue this evening, and of course. 
I appreciate the problems of those who have stayed over for the meeting 
tonight, but life is like this. The Conservatives have had their meeting today 
and they will have another tomorrow, and we could not hold our meeting 
until theirs was completed. However, let us appreciate the situation and under- 
stand it, and let us meet on Monday as has been suggested. 


Mr. AIKEN: In addition to what has been said, the steering committee has 
had a substantial draft report submitted. The report is substantial and re- 
quires a good deal of consideration. Even had it been available earlier today 
or had we met earlier today, I think it would have taken the week end to 
bring about the drafting of gaps eh to this report which has now been — 
put before us. f 


Mr. Munro: Mr. Chairman, may I comment on that? 

Mr. Aiken is well aware that the steering committee met until approxi- © 
mately eleven o’clock last night. At that committee many items—and cer- — 
tainly the substantive items—of this report were agreed to as a compromise | 
between all parties. Then the report had to be prepared; and it was prepared. © 
He was well aware of that, but there was still no objection to meeting tonight. 
I would like to put that on record in view of the comments Mr. Aiken has , 


Mr. CHATTERTON: May I follow up by saying that the report prepared last q 
night was substantially different from the report received tonight; it was — 
different in many respects. fl 

We are mainly concerned with time to consider thoroughly the proposals — 
made by the steering committee. I think this can best be accomplished by — 
sitting on Monday. a 


Mr. Macautuso: It was my understanding, Mr. Chairman—and perhaps © 
I was wrong—that we would sit and meet this evening and complete this” 
matter this evening. Apart from the difficulties which I mentioned, I certainly — 
do not see why we should not sit this evening. I think we should sit this evening. © 
It was the feeling of most of the members that we should sit this evening, and — 
I for one am prepared to do so. ; 


Mr. Gray: I do not like to differ from my friend and colleague, Mr. 
Macaluso, but perhaps we are being unfair to the steering committee who have 
worked so hard today. | 

I would like to make this next point, and I am not saying this in any 
spirit of bitterness because I am prepared to stay tonight or to come back — 
tomorrow, or to come back next week, and I hope my remark will not be 
taken in the wrong spirit. If we do resume on Monday, I hope it will not be 
taken, because of the internal meetings of our Conservative colleagues, that 
they have not had time to study the report. 4% 


Hon, Mr. McCutTcHeon: I have anticipated that the meetings will be per- 
emptory, to use the legal term, on Monday. 


Mr. CHATTERTON: We are most concerned that time should be allowed 
to consider the proposals. 4 
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Bi z Mr. Gray: I am not saying this in any sarcastic sense, but I would like 
to get back to the point that I know our Conservative colleagues have some 
_very important meetings. However, I hope they will be able to take enough 
time from these meetings to give these documents the consideration they feel 


the documents must have. 


Mr. AIKEN: Keep on; keep on. It may require all next week. 


Mr. Macauuso: That is just what I am getting at. Mr. Aiken is making 2 
these off the cuff remarks and— _ 


Mr. AIKEN: I have seen meetings last a long time. 


Mr. Luoyp: Did the steering committee recommend sitting tonight? Did 
you recommend this? 


The CHAIRMAN (Mr. Cameron): Yes. We were going to meet at 9.30 for 


: 


the steering committee and then at 2.30. 


Mr. Luoyp: I think sometimes these events just happen and everyone will 
agree that events have happened with no intention whatsoever of interfering 
_ with completion of our work. This is just the way events have transpired. I 
was at home this afternoon and it took me an hour and a half to get to the 
_ house and it took me an hour to get back. I also have appointments back home 
next week, but I would not want to see such an important matter hurried 
_ through with the opposition feeling that they had not been given a fair oppor- 
_ tunity to fairly state their position. I think they should be given every oppor- 
' tunity to do so, even if I, for example, have to cancel all appointments next 


- week in Halifax. 


% Mr. Casuin: But you have a safe riding. 

Mr. Lioyp: I am quite satisfied if we co-operate that by Monday those 
who perhaps oppose the report or are divided on the report should be in an 
4 excellent position to precisely state their positions and take a stand on their 
" positions at that time. 

‘ 


:. Mr. Gray: I support Mr. Lloyd’s remarks. 


i) Mrs. RipEouT: Mr. Chairman, as a junior member perhaps I should not 
_be the one to move this motion but because of my concern for the Canada 
_ pension plan I would like to move, in the interests of the Canada pension plan, 
_ with due concern for the honourable members who are busy this week end— 
and I appreciate their concern and the fact they have other things on their 
_ mind—that we do adjourn at this time until Monday at 9.30 a.m., when the 
| steering committee will meet, and that the main committee meet in the after- 
“noon, to consider the draft report of the Canada pension plan. 


I wish that Senator McCutcheon would second my motion. 


; Hon. Mr. McCutTcHEoN: Mr. Chairman, nothing would give me greater 
_ pleasure. 


_ The CHatrman (Mr. Cameron): You have heard the motion. 

ie Hon. Mr. McCutcHeon: That would make it 9.30 and 2.30 on Monday. 
_. The Cuatrman (Mr. Cameron): That would be at 9.30 Monday morning © 
and 2.30 on Monday afternoon. 

he Allow me to put the question. All those in favour please signify in the 
‘usual manner. — 

Mr. KNOWLES: It is unanimous. 

The CHAIRMAN (Mr. Cameron): Is it unanimous? 

a Mr. Luoyp: Mr. Chairman, do we get a copy of the draft report? 

a The CHAIRMAN (Mr. Cameron): You will all get a copy of the draft report. 
I must tell you this is a private and confidential document and you are not to 
Pass it out of your hands. This document is not to be shown to any one except 
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for discussion with a fellow member of the committee. It is abaohitely con-— 
fidential. . 

Hon. Mr. McCurtcHeon: And, it will not necessarily be the same report 
that the steering committee will submit to the main committee Monday | 
afernoon. 

Mr. Munro: Except perhaps for one or two clauses. 

Hon. Mr. McCutcHron: I am going to leave before you tie me up any 
more. 

Mr. Munro: When these copies of the draft report are handed out I 
would hope the members of the steering committee would refrain from taking 
them. There are only 24 or 25 copies and the members of the Paste com- 
mittee have the ones they received earlier. 

The CHAIRMAN (Mr. Cameron): Is there any more business to come 
before the meeting? . 


Mr. KNOWLES: Should we not wish the Tories a good day at the meet- 
ing tomorrow, without explaining what we mean by “good? 
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aa ASG 
- Answer to Question Raised by 
Mr. Basford on January 12, 1965 


Question: During the presentation of the brief of the Canadian Life. 
- Insurance Officers Association Mr. J. W. Popkin, an economist with the Sun 
Life Assurance Company of Canada, compared recent increases in the cost 
a of living indices of certain countries, in which there is automatic escalation 
q of pensions, with increases in the cost of living index in Canada. Mr. Basford 
- requested figures on increases in the cost of living indices in countries in 
_ which pension rates are not automatically escalated. (See felanatars pages 
667 to 670). 


Answer: The January 1965 issue of “International Financial Statistics” 
: _ prepared by the International Monetary Fund provides for each of 86 coun- 
tries a series of wide-ranging economic indicators including information 
4 on changes in costs of living. The following data are taken from that publica- 

tion and include the experience of “industrial” and “other high income” 
Be sountries: The data are listed according to the size of the annual compound 
_ rate of increase in the cost of living index in each country during the period 
a 1958 to 1963. The data indicate which countries have automatic escalation 
_ into their programs of old age income maintenance and those which have not. 
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‘a Approximate 
si Annual 
¥ Compound 
ie Annual Cost of Living Index Rate 
(1958 = 100) of Change Automatic 
» Country 1959 1960 1961 1962 1963 1958to1963 Escalation 
4 oath UN TTI GAN Fi 2bancl POD. 8 eh 1057 Vi LOGY SLOG 1:2 No 
Meranada 3... Oe. POT LOZ: LOS Os CLUS 12 No 
if P United PLALes Moric 6 LOL LOZ LOB  2Oa TOS 122, No 
Belgium Lodatdy steed anys LOb LOZ) (L038 4 PL04: OG te Yes 
PAustralia .......... 102). 106.108.) 108), 109 1G No 
4 CE ly Ue Mi aja 102) b04r L060) 106 |) LO9 1.7 No 
' Netherlands ....... 10k (102 |. 104°: 106°: 110 1.9 Yes 
Mereland ©... ee e's LOG 100 LOS LOs ys FTO 1.9 No 
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_ Portugal a ee ae i 102) F042 2069): ROO 114 raat No 
New Zealand ...... 104 2205 2? 206 EEO LEE PN No 
Mewest Germany .....101 102 105 +108 111 QUE Yes 
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APPENDIX A57 


Answers to Questions Raised by Senator Croll and 
Mr. Chatterton on January 14, 1965 


1. Question: Senator Croll asked for the number of people in Canada who 
are contributing to a pension, that is, the number for whom a pension will be 
provided (page 896). 


Answer: In 1960 the Dominion Bureau of Statistics conducted a special 
survey of pension plans and found that 1,815,000 employees were members of 
pension plans at that time. Another 285,000 employees might have been 
members of those plans but had elected not to join. Another group, 191,000 
employees, were permanently ineligible to join. There were 383,000 employees 
temporarily ineligible to join the plans. This information is taken from the 
DBS document entitled ‘‘Pension Plans, Non-financial Statistics, 1960’. 


Each year the Dominion Bureau of Statistics makes a survey of trusteed 
pension plans in Canada. The latest such document is entitled “Trusteed 
Pension Plans, Financial Statistics, 1963’. In this document there is a table 
which has been provided “to provide a background for assessing the impor- 
tance of trusteed pension plans” and provides “some limited data” on the opera- 
tions of insurance companies and of government annuities plans. Table B in 
this document sets out the number of pension plans and the number of em- 
ployees for trusteed pension plans, life insurance group annuities in Canada 
and federal government group annuities. It is interesting however that the 
figures for these three types of plans are not totalled. We have been informed 
that the reason they have not been totalled is that there is some double 
counting involved both in the number of plans and in the number of employees. 
Subject to this reservation the number of employees covered by these three 
types of plans are as follows: 


PS tOEO cl ENSIGN Welatl go Uste Mc eo cis sas tpl ee at eee 1,261,382 
Life Insurance Group Annuities in Canada ............ 560,539 
Federal Government Group Annuities ................ 155,586 


The Bureau of Statistics estimates that, in addition to the above data, 
approximately 344,000 persons were in the pension plans for the armed 
services, the federal public service and the R.C.M.P. Data for 1963 on the 
coverage of provincial public servants were not available. 


2. Question: Senator Croll asked for information on the number of persons 
age 70 and over who have pensions and on the extent of their pensions. (p. 895) 


Answer: The attached table sets out for persons aged 65-69, and age 70 é 
and over data on their income from occupational pension plans. The data relate ‘ 
to the non-farm and non-institutional population. } 


a 


4 


3. Question: Mr. Chatterton requested that the accuracy of Chart I in 
the Life Insurance Officers brief be confirmed. (page 896) 


Answer: During their appearance before the Committee the Life Insurance | 
Officers were asked a number of questions concerning Chart I. Mr. Dimock of 
that Association later sent a letter, dated January 18, to the Committee and 
this letter appears as Appendix A23, pages 1409 to 1411. . 


The following observations can be made on Chart I. 


(1) The per capita gross national product figures used by the Life Indueaean 
Officers in Chart I were 1964 data for both United States and Canada. 


p CANADA PENSION PLAN 1959 


INCOME OF PERSONS IN NON-FARM AND NON-INSTITUTIONAL POPULATION 
4 REPORTING INCOME/[*] AND PENSION INCOME|f], 1961 CENSUS, POPULATION 
Z SAMPLE, BY SEX AND AGE GROUPS 


, Males Females Males and Females 


65-69 70 and over 65—69 70 and over 65-69 70 and over 


Persons reporting Income[*].......... 184,530 345,394 138,724 376, 360 323, 204.) f28, (D4 
Per cent of Population............ 95.3 99.5 65.8 98.4 79.9 98.9 
Persons reporting Pension Ha Neal 46,391 82,170 12,947 § 20,308 59,338 102,478 
Per cent of all reporting income. raed) 23.8 9.3 5.4 18.4 14.2 
Per cent of Population............ 24.0 23.7 6.1 5.3 14.7 14.0 


Average Pension Income[f] per Person 
Reporting Pension Income....... $1,534 $ 1,129 $ 992 $3 822 $1,416 $ 1,068 


‘a Total Population (Non-Farm and 
Non-Institutional)............... 193,683 347,071 210,747 382,589 404,430 729,660 


[*] Income from any source. | 
[t] Pension income comprises income from occupational pension plans. | in he 
Source: Derived from preliminary unpublished data from the Dominion Bureau of Statistics. 


Research and Statistics Division, 
Department of National Health and Welfare, 
February 1965 
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(2) The rates of benefit used for the American program are those which 
were proposed in Congress in 1964 and are a little lower than the benefits 
proposed in the 1965 administration bill now before Congress. The comparisons 


a 
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: -are as follows: 

4 Chart I 1965 Bill 

4 Single Person $ $ 

ETT bo Pat he a oe he A Sinha 42.00 42.80 

q ear Ets aCe Site en, ed eee a ae 143.40 149.80 

A Married Couple 

4 DUTETUAR ata pce sty oc cho aed, 2 ad RN 63.00 64.20 

j BLO SATINELTL SS 1eo 1 he ons A ee ls ARS 215.10 224.70 

- The minimum rate would be effective at once, the maximum not for some 


years in the future. 
(3) The figure used for the Canadian minimum for a single person at age 
e 65 is $51. This amount will first be payable in 1970. The maximum figure used 
¥ for the Canadian at age 65 is $155 which is composed of the $51 old age security 
pension, and the $104 maximum Canada Pension Plan benefit, which will first 
_ be payable in 1976. Corresponding values are used for married couples. 
(4) The figures used in Chart I thus include American benefit figures based 
_ upon 1964 proposed legislation with certain benefits not in pay for some years, 
proposed Canadian legislation with certain benefits coming into pay first in 
_ 1970 and others in 1976, in each case expressed as a percentage of gross national 
product figures for the year 1964. 
ue (5) Part of Chart I refers to each spouse in a married couple. One bar 
_ applies to the benefit for each spouse of a married couple in Canada when 
the benefit is taken at age 65. Another bar applies to a benefit taken at age 70. 
hz The footnote to the Chart states that it is assumed that, in the case of a 
_ Canadian couple, both took old age security at the same age. The Life Officers 
were asked questions on this point and their answers appear in the letter of 
Mr. Dimock to the Committee. On page 1411 of the Evidence, in answer to 
question 7, Mr. Dimock states that the Association was aware that the average 
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oe age of wives is generally two or three years younger than the average age of 


husbands. On page 1038 of the Evidence, Mr. Anderson stated that “for hus-— 
bands age 65 to 69 their wives are between 5.4 and 5.6 years younger on the 
ss average.” , ? ti f Pane a 
on The minimum benefit for a married couple in Canada at age 65 was taken 
2b by the Life Insurance Officers to be $102, that is, $51 to each spouse. On page 
--—-* {411, Mr. Dimock’s answer to the following question “Has it been assumed that 
the husband and wife are the same age in Canada?” was: 


h As the footnote to the Chart states, it is assumed that in the case of 
ye the Canadian couple both husband and wife took the old age security 
be Hen benefit at the same age: this does not necessarily mean that they were 
fe born in the same year. 


sah What Mr. Dimock seems to be saying is that if a husband reaches age 65 when 
a, his wife is, for example, age 62, the husband will receive a benefit of $51 a 
oH month. Three years later, when his wife reaches age 65 she will receive a 
va benefit of $51 a month. This is of course correct. 

ee What the Chart does not indicate, however, is that, for the years in which 
me the man was age 65, 66 and 67, the couple was getting only $51 a month. This 
eee is a most important point because, in the United States a benefit would be 
available for the wife at age 62 in that country and for those three years both 
spouses would be getting a benefit. 

. | Similarly, the bar “Taken at 70” applies to the first year in which both 
husband and wife are that age or over. It might have been assumed that the 
oy average couple, in which the wife is younger than the husband, would claim 
old age security at the same time. If the husband applies at age 70, it is 
doubtful that his wife will wait until she reaches 70 to claim her pension when 
old age security is available to her as early as age 65 at a lower rate. 

The attached table sets out for the years 1966, 1971, and 1976, a com- 
ee parison of the benefits payable to single people and to married couples under 
oe the United States and Canada programs. The data are shown for certain wage 
levels. | 


ANADA PENSION PLAN AND OLD. AGE. SHCURITY — 
WITH BENEFITS AVAILABLE IN THE UNITED STATES | pte OASDI, 
1966, 1971, AND 1976 


Wife ee years younger than male 


Canadian Benefits De ee 

United States et FE eR 

enefits OAS plus CPP Benefits i ey 

Male age at start . ie 

of pension Male Age at Start of Pension th 

65 66 67 68 65 66 67 68 69 es: 

FIRST YEAR—1966 aR tat : 
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SIXTH YEAR—1971 yet rae ee 
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155 160 164 169 88 93 98 154 164 178034) : 

171 176 181 186 95 100 104 160 170 179 Ot 

187 192 198 204 101 106 ii, 266 176 186 a 


ELEVENTH YEAR—1976 _ | Mae 


Single 300 113 113 113 113 126 131 136 140 145 150 


a 350 124 124 124 124 138 143 148 153 158 162 ; ‘ 
a 400 1386 136 1386 136 151 156 161 165 170 175 i 
a Married 300 155 160 164 169 126 131 136 191 201 211 i 
BOO) ETA 176 181 186 1388 143 148 204 214 223 tiie pa 

' 400 187 192 198 204 151 156 161 216 226 236 ca, 

; he : ¢ Qu 
The above comparisons were made on the following basis: a r 


(1) The benefits shown for the United States program are based upon the Bill introduced in 
Congress by the Administration in January 1965. a 


(2) As the 1961 Canadian Census indicated that the wife of a man in the 65-69 age group is on the © ‘ 
average at least three years younger than her spouse, a differential of three years is used. Vi 

r. Myers said on page 1039 of the evidence that the differential for men age 65 was, in the Se 

out 


Waieot States, three years. i 
(3) It is assumed that the wife will claim her benefit at the same time as her husband, ifitis 


available. Hee 

(4) Old age security pension in Canada not escalated by Pension Index. ie? 
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APPENDIX A58 


Answer to request of Mr. Francis, M.P. on January 14, 1965 (Page 896 
of Minutes of Proceedings and Evidence). 


OLD AGE, SURVIVORS AND DISABILITY PENSIONS—GREAT BRITAIN 


In Great Britain there are two main programs of income maintenance for 
the aged. Pensions are provided to retired or disabled contributors, their 
dependents and survivors under a social insurance scheme known as National 
Insurance. Also, any resident who requires financial assistance may apply to 
the National Assistance Board for aid. Certain aged persons continue to receive 
pensions under a third scheme, non-contributory old-age pensions, the role of 
which is steadily declining. 


I—NATIONAL INSURANCE 


Coverage and Types of Benefits 


Coverage under National Insurance is compulsory for most residents over 
age 18 with the insured population being divided into three classes of con- 
tributors: employed persons, self-employed persons, and non-employed persons. 
Coverage is optional for self-employed and non-employed persons whose annual 
earnings are not more than £208 and for married women. 

The program provides flat-rate benefits during sickness, unemployment, 
maternity, widowhood and retirement from regular work. It also provides 
guardian’s allowances, special child’s allowances, and death grants. Employed 
persons are eligible for all of these benefits, self-employed persons are eligible 
for all except the unemployment benefit, and the non-employed are eligible 
for all except the sickness and unemployment benefits and maternity allow- 
ances. 

Graduated retirement pensions are available to employees age 18 or over 
who earn more than £9 a week as an addition to their flat rate retirement 
benefits. Employed persons who earn less than that amount, the self-employed 
and the non-employed are not eligible for the graduated retirement pension. 


Contracting Out | 
The National Insurance legislation provides that those private concerns , 
whose pension arrangements provide at least “equivalent pensions” are allowed ) 


to contract their employees out of the graduated provisions of the scheme. 


Retirement Pensions 


Flat Rate Pension. To be entitled to a retirement pension under the National — 
Insurance scheme a contributor must have reached age 65 if male or 60 if 
female, and have retired from regular work. 

To qualify for a flat-rate retirement pension of £3.7s.6d. a week the — 
claimant must have paid 156 flat-rate weekly contributions between his date 
of entry into insurance and the date at which he reaches age 65 (age 60 in 
the case of a woman). The pension is payable at the full rate if the contributor 
has paid a yearly average of at least 50 flat-rate weekly contributions. If he 
averaged less than 50 but at least 13 weekly contributions, a reduced flat-rate 
pension is payable, the rate depending upon the number of his average con- 
tributions. The yearly average is calculated over contribution years from 1936, 
or from the contribution year in which insurance was entered, if later, up t 
and including the last complete contribution year before the man reaches age 
65 or the woman age 60. 
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For insured persons who continue to work regularly after reaching retire- 
ment age and defer their pension the flat-rate pension is increased by the 
-amount of Ils. a week for each twelve weeks of contributions made. 


Graduated Pension. The amount of the graduated pension depends on the 
total amount of graduated contributions which have been paid. The graduated 
pension is 6d., a week for each £7 10s. of graduated contributions paid by a 
man or every £9 of graduated contributions paid by a woman. Those who con- 
tinue to make graduated contributions after reaching normal retirement age 
_ can of course obtain a greater graduated pension. 


EE CE Oe 


Retirement Test. The retirement test applies to men under 70 and women 
under 65 and involves the amount they earn by way of wages, salaries, fees or 
other payments on account of any gainful occupation after retirement. Earn- 
ings of up to £5 in a week do not affect the pension, but 6d. is deducted from the 
pension for every 1s. of earnings between £5 and £6 a week, and ls. for 
every ls. of weekly earnings over £6. The test applies to both the flat-rate and 
graduated parts of the retirement pension. 


, Dependent’s Supplement. A dependent’s supplement can be added to the 
flat-rate, but not to the graduated, component of the retirement pension. For 
a non-insured wife, the pension is equal to £2 1s.6d. weekly provided she is 
living with the insured: person and has weekly earnings not in excess of that 
_ amount. The supplement is not normally granted if the wife is entitled to a 
retirement pension in her own right, or is entitled to any other national in- 
- surance or industrial injury benefit, or war pension. The wife’s benefit is 
i reduced in all cases where the husband receives a reduced flat-rate benefit. 
; Supplements for dependent children amount to £1 for the first child and 12s. 
' for each other child. The children must be under age 15 if not in school, 
_ under 19 if in school, or under 16 if disabled. 
, 


Widow’s Benefits 


‘ Eligibility for widow’s benefit depends upon the husband’s contribution 
_ record. There are two contribution conditions: first, the husband must nor- 
- mally have paid at least 156 contributions and secondly, he must have paid a 
_ yearly average of 50 contributions. With regard to the second consideration, 
_ if the husband’s average is below 50 but not less than 13, the benefit is paid 
at a reduced rate. 

In case of widowhood, a flat-rate widow’s allowance is payable to any 
widow of a qualified contributor for the first 13 weeks of widowhood at the. 
- rate of £4 15s. a week, plus £1 17s.6d. for the first dependent child, £1 
_ 9s.6d. for the second and £1 7s.6d. for each other child. 

4: A widow’s pension is paid at the rate of £3 7s.6d. a week immediately 
after the end of the first 13 weeks of widowhood provided the widow was over 
age 50 and had been married for at least three years when her husband died. 
For the widowed mother with a dependent child in her care, the widowed 
- mother’s allowance is payable at a standard rate of £3 7s.6d. a week, plus 
additions for dependent children at the same rates as those paid with widows 
~ allowances. 
The widow’s allowance, the widow’s pension and the widowed mother’s 
allowance are paid to those classes of widows who cannot reasonably be ex- 
- pected, because of age or family responsibilities, to support themselves by their 
_ earnings. If a widow does take up work to a considerable extent, her benefit 
may be reduced or withdrawn. The test of income for the widow’s benefits 
is the same as for the retirement pension. 

A widow who is over age 60 when widowed is normally paid the flat-rate 
retirement pension in lieu of her widow’s pension. She can also claim a gradu- 
ated retirement pension, equal to one-half of the graduated pension which her 


a al . 


husband was receiving, or had earned, to the date of his death. She can also — 
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receive any graduated pension which she may have earned through her own ; 
contributions. Cee poet Pelmiats irre) 


Guardian’s Allowance 


For a child who has lost both parents a guardian’s allowance is payable 
at a rate of £1 17s.6d. a week. The allowance is paid to the person in whose | 
family the child is included. 


ee Death Grant 
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A further National Insurance benefit is the death or funeral grant payable 
on the death of an insured person or the wife, husband, or child of an in- 
sured person, provided that 26 weekly contributions have been paid or 
credited since the National Insurance scheme began. Also, at least 45 weekly 
contributions must have been paid or credited in the last complete contribution 
year before retirement or death of the insured or there must have been an 
average of 45 weekly contributions paid or credited over the years since 
the scheme began. In 1964 the rate of the death or funeral grant is £25 when 
an adult dies and a smaller sum when a child dies. 


Sickness Benefit 


The flat rate sickness benefit is paid during incapacity for work provided 
the claimant has paid at least 26 weekly contributions as an employee or 


: self-employed person and has paid or been credited with at least 26 weekly 


contributions in the previous contribution year. Benefits are not generally 


payable for the first three days of sickness. The benefit is payable for at least — 


312 days of sickness in a year not counting Sundays. 


Where at least 156 weekly contributions have been paid, the benefit can | 
continue for an unlimited period as long as sickness lasts, up to the time the © 
beneficiary attains pensionable age. The maximum sickness benefit is paid at. 
the same rate as the flat-rate retirement pension which, during 1964, is 
£3 7s. 6d a week. : 

Where the contributor has paid less than 50 contributions during ee 
contribution year, but has paid at least 26 contributions the sickness benefit 
is payable at a reduced rate. , 


Unemployment Benefit 


Under the National Insurance program unemployment benefits are paid © 
for two or more days of unemployment unless a person is receiving wages or — 
has lost his employment because of a stoppage of work due to a trade dispute © 
at his place of employment. The benefit is payable provided the claimant is” 
available for work and has paid at least 26 weekly contributions at the employed 
person’s rate, and paid or been credited with at least 26 weekly contributions © 
in the previous contribution year. Unemployment benefits may normally be 
drawn for up to 180 working days, not counting Sundays. However, they can 
be continued for a further number of days up to a maximum of 492 days 
depending on the person’s record of contributions paid as against benefit drawn. 
Rates of unemployment benefit are the same as for the sickness benefit. . 


M aternity Benefits 


The National Insurance program provides three kinds of maternity bene : 
fits: a maternity grant, a home confinement grant, and a maternity allowance, 
A maternity grant of £16 is payable for each confinement provided either the 
mother or her husband satisfies the contribution condition and a further £16 
is paid for each additional child, born at the same confinement, who is alive 
12 hours after birth. ? 
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to home confinement grant of £6 is payable for a confinement at home 


a elsewhere, which is not provided for out of public funds. 
we 


- A maternity allowance is payable at the standard weekly rate of £3 17s. 
6 6d. to women who are normally working as either employees or self-employed 
"persons and who are paying their own National Insurance contributions. The 
: maternity allowance begins 11 weeks before the expected week of OOS ae 
- and ends with the sixth week following it. 


A B Financing 


a Funds for the National Insurance program are derived from contributions 
_ by insured persons, employers, and the government. In 1964 employee weekly 
contributions to the flat-rate part of the program are 8s. 34d. for men and 
q 7s. 23d. for women. Contributions by employees to the graduated part of 
the scheme are 4} per cent of weekly wages between £9 and £18. For 
I to cees who are contracted out of the graduated pensions contribution 
rates to the National Insurance program are 10s. 84d. weekly in the case 
4 of men or 8s. 83d. in the case of women. The rates of employer contributions 
are equal to those of their employeees. 
% For self-employed persons the total contribution rate is 13s.4d. weekly 
q for men, and lls. weekly for women. For non-employed persons, contributions 
Hare 10s.2d. weekly in the case of male contributors, or 7s.10d. weekly for 
a women. The government contributes an amount nent to one-quarter of the 
flat rate contribution of employees and employers plus an amount equal to 
4 one-third of the contributions of self-employed and non-employed persons. 
_ National Insurance administration costs are met from the National Insurance 
- Fund. 


_ Administration 


The National Insurance program in Great Britain is administered by the 
Ministry of Pensions and National Insurance and by the Ministry of Labour 
| and National Insurance in Northern Ireland. The two ministries maintain 
networks of local offices where the citizen can send his claim or make an 
' inquiry. The Ministry of Pensions and National Insurance has over 900 offices 
_ in Great Britain and the Ministry of Labour and National Insurance more than 
_ 28 in Northern Ireland. 


he a 


ia _JTI—NATIONAL ASSISTANCE 


he. In addition to the National Insurance scheme the United Kingdom has 
ki a National Assistance scheme. The purpose of national assistance is to provide 
‘ _ income maintenance to any resident whose resources do not meet his require- 
“ments. The term “requirements” includes the need to provide for a wife and/or 
‘any children under 16 living with the claimant. The program is financed by 
the State and is designed to give assistance to those who are not eligible for 
‘social insurance benefits as well as to those whose resources, including their 
social insurance benefits, do not come up to the minimum set by the assistance 
a _ program. 
rhe National Assistance scheme, which has no contribution conditions and | 
q “requires no qualification except financial hardship, provides assistance in 

amounts which bring a needy person’s income up to the minimum weekly 
- income needed to meet requirements as laid down in the National Assistance 
Act regulations. In 1963 the plan provided for a minimum income of £5 4s.6d. 
. fora husband and wife, £3 3s.6d. for a single person who is a householder and 
»2 15s. for anyone over 21 not a householder. Higher minimum incomes are 


established for the blind and for people who have suffered a loss of income to alo 
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undergo treament for respiratory tuberculosis. A person’s requirements for 
rent and for the cost of repairs and mortgage interest for owner-occupied 
property are considered separately. 

The National Assistance scheme is administered by the National Recstance 
Board which has a network of local offices. The Board consists of a chairman, 
a deputy chairman, and not less than one nor more than four other members; 
at least one of them must be a woman. All are appointed by the Queen on the 
advice of the Prime Minister, and they have the independence arising from 
the fact that they cannot in general be removed from office during their terms 
of appointment. When the affairs of the Board come under discussion in 
Parliament the Minister who speaks for ae Board is the Minister of Pensions 
and National Insurance. 

The National Assistance Board in Great Britain has about 430 offices and 
that in Northern Ireland has 17. Most of the work involved in social security 
claims is done in these local offices, in particular the settlement of claims to 
national assistance allowances. 


III—Non-CONTRIBUTORY PENSIONS 


Men and women over the normal retirement age on July 5, 1948, when 
the National Insurance program began, were not able to take part in the main 
scheme of National Insurance. Consequently, they cannot receive any of the 
benefits of the main scheme. For these people non-contributory pensions 
are payable under the Old Age Pensions Act. These pensions are administered 
by the National Assistance Board. Non-contributory old age pensions are 
payable to persons who satisfy certain conditions as to age, nationality, residence 
and limited means. No new non-contributory pensions have been granted to 
persons, other than blind persons reaching the age of seventy after 30th 
September, 1961, by which date everyone has had time to pay enough contribu- 
tions into the National Insurance Scheme to qualify for a retirement pension. 
The maximum rate of pension in 1963 was 28s.4d. a week for a man or an 
unmarried woman or widow and 18s.4d. for a married woman. 

Non-contributory old age pensions are administered by the National 
Assistance Board through local offices. 


Sources: United States, D.H.E.W., Social Security Programs Throughout the World, 1964, 
Washington, 1964. 

Great Britain, Ministry of Pensions and National Insurance, Everybody’s Guide to Nationa 
Insurance, London, 1964. 

Great Britain, M.P.N.I., various leaflets on National Insurance. 

Great Britain, National Old People’s Welfare Council, Age is Opportunity, London, 1961. 

Great Britain, British Information Services, Social Security in Britain, London, 1962. 

Cole, Dorothy, The Economic Circumstances of Old People, Hertfordshire, 1962. 

Great Britain, Report of the National Assistance Board, 1963, Her Majesty’s Stationery} 
Office, 1964. d 
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OLD AGE, SURVIVORS AND DISABILITY PENSIONS—SWEDEN 


i} 
i$ 7 
i 
4 
' 
i 
‘i 
; 


Sweden has two pension systems, each providing for old age, disability, 
and survivors pensions. A universal scheme of “basic”? pensions provides every 
Swedish citizen with a flat-rate pension at age 67. There are no other conditions. 
Flat-rate disability and survivors pensions are also available. This scheme is 
complemented by a social insurance program of earnings-related ‘“‘supplemental’”’ 
pensions which provides old age, survivors and disability pensions over and 
above those payable under the basic pension system. 


i I—Basic SCHEME 
Old Age Pensions 


Basie flat-rate old-age pensions are payable at the age of 67 to all Swedes 
resident in the country. In 1964 the pension rate is 3,775 crowns a year. Pen- 
sions are available as early as age 63 in which case the basic pension is reduced 
by 0.6 per cent for each month by which the pensioner is under age 67 when he 
first makes his claim. For those who defer their basic pension beyond age 67, 
an increment in the basic pension of 0.6 per cent per month is provided. The 

_ pension can be deferred until age 70. 


Disability Pensions 


Disability is defined as a medically ascertained defect, mental retardation, 
or a physical or other handicap which causes a permanent reduction in working 
_ capacity. To qualify for the basic disability pension, it is not necessary for the 
- applicant to have earned an income. The pension is payable between age 16, 
~ when children’s allowances are discontinued, and age 67 when the basic old 
age pension becomes payable. . 

People who have lost 5/6 or more of their earnings capacity receive a full 
disability pension equal to the basic old age pension of 3,775 crowns a year. 
For those who suffer a loss of earnings capacity of between 67 and 83 per cent, 

a disability pension equal to 2/3 of a maximum disability pension is payable. 

_ An eligible disabled person who has suffered between 50 and 66 per cent loss 

_ of earnings capacity may claim a disability pension equal to one-third of a full 
disability pension. 


Wife’s Supplements 
An old-age or invalidity pension may be increased by 2,125 crowns if the 
pensioner has a wife age 67 or more, or a wife who is an invalid. A wife’s sup- 
plement is also available where the afc is at least age 60 and has been married 
to the pensioner for five years or more. However, where the wife is below age 
if 67 the wife’s supplement is normally subject to a means test. In special cir- 
cumstances, the supplement can be paid even if the wife is younger than 60 
-and the marriage has lasted for a shorter period. 


a Child’s Supplements 


Recipients of old age and disability pensions may claim a child’s supplement 
in the amount of 25 per cent of the current “base amount” for each child under 
% age 16. Where a reduced disability pension is payable, the children’s supple- 
_ ments are reduced in proportion. 
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‘Flat-rate supplements (1200 crowns in 1963) are added is fhe pense of 


_ the blind, of disabled persons in considerable need of personal care, and of | 


gainfully-occupied invalids drawing reduced pensions who require personal | 
assistance or special aid. ; 


Housing Supplements 


Housing supplements of up to 2,100 crowns a year are available under an 
income test to old age disability pensioners. These housing supplements are 
granted by most Swedish municipalities with each municipality establishing the 


- rules governing its own program. The cost of these supplements is met by the 


municipality which receives subsidies from the central government. 


Widow’s Pensions 
Widow’s pensions are payable to women who are at least age 36 at the 


time of their husband’s death and who have been married for at least five years. 


Widow’s pensions are also payable to widows of any age who have dependent 
children in their care. 

A full widow’s pension, equal in magnitude to an old age pension is payable 
to a widow with dependent children or to a widow who is age 50 at her husband’s 
death. For a widow between age 36 and 49 who is not supporting a child the 
full pension is reduced by 1/15 for every year by which the widow’s age at her 
husband’s death was below 50 years. 

Where a young widow was in receipt of a widow’s pension because she 
was caring for dependent children, and those dependent children cease to be 
dependent, the widow’s claim is re-examined and her pension re-computed ac- 
cording to the fictitious assumption that the husband lived and the marriage 
continued until the date cn which the youngest child reached age 17. 


Orphan’s Pensions 


For children who are Swedish citizens permanently residing in Sweden, 
and who have lost one or both parents, flat-rate pensions are available. In 1964 
the annual rate of pension for a half-orphan was 1,200 crowns, for a full-orphan — 
1,680 crowns. 


Cost of Living Increments 


‘All the flat- rate benefits except the orphan’ s benefit are imoneased from ae 


Index. 


Financing 


To finance the basic pension program, every Swedish citizen age 18 to 65 
(except those whose income is below a given minimum ) pays a special pension 
tax of 4 per cent on assessed income. The maximum tax in 1964 is 600 crowns. 
Revenue from this tax meets about one-third of the cost of the scheme. The 
National Government meets about half the cost from general taxation, and local 
governments pay the remaining one-sixth. There are no employer contributions 
to the basic pension program. 


II—SUPPLEMENTAL PENSIONS 


introduced a ie Seplanae p pension program of earnings-related benefits. The 
Supplementary Pension Act came into effect on January 1, 1960 with benef ts 
first payable in 1963. The legislation provides for old age, ae and 
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Pic. Yoncepts Defined 
. Throughout the legislation reference is ninae to certain “basic” and “‘maxi- 
& mum’ amounts. The basic amount was fixed in 1961 at 4,000 crowns. The 
maximum amount is always equal to 7.5 times the minimum amount. These 
. ~ amounts are adjusted annually depending on price changes and, in 1964 they 
stood at 4,700 and 35,250 crowns a year respectively. These limits are important 
4 with regard to the supplemental pension scheme under which coverage is ex- 
_ tended only to those people whose earnings are in excess of the basic amount 
- and contributions are based on earnings falling within the two amounts. In 
' general, basic old-age pensions may be said to be related to earnings of less 
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than the basic amount while supplemental old-age pensions are based directly © 


- on earnings in excess of the basic amount. 


a Coverage 


a The supplemental pension scheme covers compulsorily all Swedish citizens 
_ age 16 and over who are employees or are self-employed. However, persons 
' who earn less than the basic amount, 4,700 crowns in 1964, are not covered 
for that year. Self-employed persons, and employee groups with pre-1961 
_ collective contracts providing equivalent pensions, may elect not to be covered. 


a Old Age Pensions 


Supplemental old-age pensions become payable when the qualified bene- 
a ficiary reaches age 67, whether or not he has retired. Reduced pensions are 
_ available as early as age 63 and increased pensions may be claimed between 
’ ages 67 and 70. The rate of reduction or increment is 0.6 per cent a month. 
a Supplemental old age pensions are related to a person’s earnings record 
_ through a “pension point” system. A person’s earnings are based on his personal 


- income tax return for that year. An employee or a self-employed worker is 


- credited with a pension point for each year in which he has earnings from 


' gainful employment in excess of the current base amount. Earnings in excess 
- of the year’s maximum limit do not earn pension credits. The pension point 
_ in a given year is computed as follows. The annual earnings (up to the 
- maximum for that year) less the minimum for that year are divided by the 
- minimum for that year. The point may vary between 0.02 and 6.50 and 6.50 
_ For example, if, in a given year, minimum contributory earnings were 4,000 
' crowns, the maximum 30,000 crowns, and a person earned, according to his 
_ income tax return, 30,000 or more crowns, he would accumulate 30,000—4,000 


4,000 

or 6.50 points. If he earned 7,500 crowns he would accumulate 0.875 pointe. 
To qualify for a supplemental old-age pension a Swedish citizen must have 
_ been credited with pension points for at least three years. An alien must have 
a record of ten years of pension-earning income. To qualify for a “full” pen- 
sion rather than a partial one, a claimant must normally have been credited 
D with pension points in at least 30 years. For the first decades of the new sys- 
' tem, however, the 30-year requirement is replaced by one of 20 years, and 
| during the third decade the qualifying period will rise gradually from 20 to 

30 years. 

a The supplemental pension formula takes into account the earnings record, 
é, ie., the number of pension points earned each year, and the number of years of 
contributions under the scheme, and applies these to the basic amount ap- 


dropout of years of low or nil earnings in that pension points are averaged 
_ only for a maximum of 15 years. 

Supplemental old-age pensions are calculated as follows. The number of 
years of pension-earning income is divided by 30 (after 1990). The result, 


Ta 
t 


plicable at the time of the applicant’s claim. The formula provides for the 
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which can never exceed one, is multiplied by the average number of pension 
points acquired during the claimant’s best 15 years (the average is computed 
for the whole period when the period is 15 years or less). The resulting num- 
ber of points is multiplied by 60 per cent of the then current minimum and 
the result is the pension rate. If the minimum in a year were 4,800 crowns, 
a man with 25 years of contributions at least 15 years of them at the maximum 
contributory level would receive 25/30 *K 6.5 & 2,880 or 15,600 crowns. 


Disability Pension 

To qualify for a supplemental disability pension an insured person must 
have earned pension points either during at least one year and, at the time 
' that he became incapacitated, have been earning an income exceeding 1,800 
crowns a year, or during at least three of the four years immediately preced- 
ing incapacitation. A full disability pension is equal to the supplemental old 
age pension which the insured would have received at the age of 67 if he had 
continued acquiring pension points until age 65 at his average rate. In calculat- 
ing the average pension points years of lowest or no earnings, up to half the 
insured’s total, are not taken into account. This provision has great practical 
significance for the disabled. 

For those persons who suffer a loss of earning capacity between 67 and 83 
per cent, the rate of the supplemental disability pension is equal to two-thirds 
of the maximum disability pension. Disabled persons who have suffered between 
50 and 66 per cent loss of earnings capacity may claim a supplemental dis- 
ability pension equal to one-third of a full pension. 


Survivors Pensions 


A supplemental widow’s benefit is payable to the widow of a deceased 
worker or pensioner, if she had been married to her deceased husband for at 
least 5 years and if the marriage had occurred before her husband reached age 
60. Widows pensions are paid to a widow at age 65 or, if she is an invalid, as 
early as age 60. The rights to these widow’s benefits cease on remarriage. 
Benefits are also payable to widows with dependent children. Benefits are pay- 
able to those half orphans and full orphans, under age 19, of parents covered — 
by the supplemental pension system. i 

Any one survivor, whether a widow or child, receives 40 per cent of the 
old-age or invalidity pension that the deceased person had been receiving or — 
of the pension to which he would have been entitled if he had become totally — 
disabled at the time of his death. Two survivors receive together 50 per cent — 
of the deceased’s pension, the widow 35 per cent and the child 15 per cent. If g 
both survivors are children, each child receives 25 per cent. Each additional — 
child receives 10 per cent of the pension until the total payable to five or more ‘| 
dependents, reaches 80 per cent of the deceased person’s pension. 


Source of Funds 

Supplemental pensions are financed by a payroll tax on employers and 
the self-employed. Employers pay a contribution with respect to that part of 
the annual wage of each of their covered employees, which exceeds the basic © 
amount but is less than the maximum of 35,250 crowns. The contribution rate 
schedule for employers is set, by separate legislation, for five year periods. 
The 1960 rate was set at 3 per cent of “taxable” wages, rising by 1 per cent 
each year to 7 per cent by 1964, and by 0.5 per cent a year to 9.5 per cent 
in 1969. : 
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OLD AGE AND DISABILITY PENSIONS—FINLAND 


In Finland, old age and disability pensions are provided under a combined 
universal pension and assistance scheme, and an employer liability system. 
In addition there are special schemes for seasonal, maritime and public 
employees. The administration of the combined universal pension and assistance 
program is the responsibility of the National Pension Institute. Supervision of 
the employer liability system, including transfer of rights among private plans, 
is exercised by the Central Pension Insurance Institution. Overall supervision 
of pension programs in Finland is the responsibility of the Ministry of Social 
Affairs. 


NATIONAL PENSIONS 


Coverage and Types of Benefit 


Under the National Pension Act of 1956, a program of national pensions 
composed of flat-rate benefits and public assistance was established. The basic 
or flat-rate pension is a universal benefit; public assistance is provided subject 
to a means test. 

The national pension covers the entire population from the age of 16. 
The program provides old age and invalidity pensions and funeral grants. There 
are no survivors pensions. 


Flat-rate Old Age and Invalidity Pensions 


A flat rate, old age pension may be payable at age 65 to anyone who has 
had five years continuous residence immediately preceding his claim. Also 
eligible is a person who has lived in Finland for one half of the period between 
the day he reached age 16 and the day pension is granted, provided he resides 
there for at least one year immediately prior to payment of the pension. Retire- 
ment is unnecessary and there is no minimum period of contribution or 
employment. The national pension is not usually payable abroad after one 
year; however, the pension can be continued where a pensioner has good 
grounds for his stay abroad. 


The rate of the flat rate old age pension was 34 marks a month in 1964. 
The pension is increased by 12.5 per cent for each year by which it is deferred 
after age 65, up to a maximum increase of 62.5 per cent at age 70. 

Flat-rate invalidity pensions are granted to persons under 65 years of 
age who are, due to illness or injury, permanently incapable of maintaining 
themselves by work suited to their strength and qualifications. Residence 
requirements are the same as for old age pension. In 1964 the rate of the 
universal invalidity pension was 34 marks a month, the same as for old age 
pensions. I 


Public Assistance 


In addition to the flat rate old age pensions, public assistance is payable 
at age 65, or at age 60 in the case of single women. The right to receive 
public assistance and its amount depend on the size of the earnings ane 
other income of the pensioner and his spouse, as well as on the size of that p rt 
of their property which exceeds specified limits. 


The maximum rate of old age assistance in 1964 was 92 marks a mon E 
The amount of assistance paid is supplemented by 60 per cent where | the 
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- Be eisaiis ith is at least age 65, or is an ia Also, if his wife has attained 
a the age of 60 or, if younger, hag not the opportunity to earn income because 
4 she must care for children, assistance is increased by 30 per cent. If the 
* - pensioner has dependent children under 16 living in his household, the rate of 
‘dl ; assistance is raised by 10 per cent for each such child. 

, The universal invalidity pension can also be supplemented by assistance 
7 of up to 92 marks a month, depending on the means of the invalid. Assistance 
is supplemented by up to 30 per cent for a dependent wife and by a further 


10 per cent for each child. 

_ Means Test 

If a pensioner’s income exceeds limits that are established by law and 
‘ which depend on family size and place of residence, his assistance is reduced 


_ by half of the amount by which his income exceeds the fixed limits. For 
_ example, in 1957 a single pensioner residing in a community where the cost of 
living was the highest was not entitled to any assistance if his annual income 
exceeded 1,600 marks. If the cost of living in his locality was in the lowest 
_ category, he was not entitled to assistance if his income was in excess of 1,130 
_ marks. All sources of income are not taken into account, for purposes of the 
- means test. For example, types of income excluded are a national pension paid 
- to the pensioner or to his or her spouse, child’s allowances, family allowances, 


q and certain relief payments made by the pensioner’s employers and relatives. 


a Funeral Grant 

a There are no survivor pensions. A survivor age 65 or over receives the 
universal old age pension. On the death of a resident, or of a pensioner who has 

_ drawn his pension for less than one year, a lump sum grant (408 marks in 

_ 1964) is provided. 


Financing 


The funds for the universal pension scheme are obtained from contribu- 


a Be cc 16 through i age 63. Employer contributions to the universal pension 
_ scheme are made at the rate of 1.5 per cent of payroll. For self employed per- 
& sons the contribution rate is 3 per cent of their taxable income. The State is 
_ obliged to meet any deficit which may arise. 

Le Funds for the assistance scheme are obtained mainly from the government 
| although some are derived from taxes on income. The Central Government 


bears about 85 per cent of the cost of assistance pensions with about one-fifth 


| Administration 


pig The administration of the combined universal pension and assistance scheme 
| vis the responsibility of the National Pension Institute. This Institute has a board 


Re The Institute is supervised by a board of Commissioners appointed by the 
| Riksdag, and an “enlarged governing body” appointed by the Council of State. 
| The National Pension Institute has about 350 district offices. 


ead Under Finnish law, pensions are increased or reduced to the extent by 
' which the cost of living at the time of payment has risen or fallen in compari- 
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The same adjustment is made in the income limits applied in determining 
eligibility for public assistance. These adjustments are made whenever a change 
of at least 5 per cent occurs in the Finnish cost of living index. 


EMPLOYER LIABILITY SYSTEM 


Coverage and Types of Benefit 


Under the Workers Pension Act of July 1961 all Finnish employers are 
compelled to establish pension schemes with certain minimum conditions. The 
plan must cover their employees who have been employed for at least six 
months without interruption since their 18th birthday. Excluded from this 
system, however, are employees who were between the ages of 55 and 64 in 
1962 who had not been employed by the same employer for at least 15 years, 
those who are over age 65, and those whose earnings are considered insuffi- 
cient to provide for basic needs. Special provisions apply to workers in forestry, 
building, dock work and other activities of a seasonal nature where workers 
are in the service of the same employer for less than six months each year. 

Each employer is compelled to enter into a pension insurance contract 
with a Finnish insurance company, an established pension fund, or with a 
pension institute. If the number of workers dependent on the activity of such 
an institution is less than 20, pensions must be guaranteed by an insurance 
policy. To carry on this type of underwriting, Finnish insurance companies 
must obtain special permission from the Council of Ministers. Matters common 
to the pension carriers are supervised by the Central Pension Insurance Insti- 
tution. 

The employer liability scheme provides old age and invalidity pensions. 


Old Age Pensions 


Old age pensions are provided to employees who have retired from covered 
employment and have reached age 65. The rate of pension is one-twelfth of 
one per cent of the employee’s earnings during the last year of employment 
multiplied by the number of months of coverage. This approximates one per 
cent of earnings for each year of coverage. 

In determining the number of months of coverage, for purposes of cal- © 
culating pensions, the length of employment after a worker’s 23rd birthday is — 
used. To this period are added periods in which the worker, after his 23rd _ 
birthday, was in receipt of an invalidity pension on account of sickness, dis- 
ablement or injury contracted in the course of his employment. Periods i 
active military service, however, are Bhd Pinos for purposes of calculating — i. 
pensions. For employment before 1962, before the program began, one-— i 
half of an employee’s period of service is A ee 

The maximum old age pension under the employer liability system is 40 
per cent of earnings determined as above or, if less, 60 per cent of those 1 
ings minus the universal pension. If a worker is entitled to an old age pensionay 


in respect of two or more employments and the combined pensions would 
exceed the statutory maximum, the amount of excess is reduced according to 
a descending scale, commencing with the pension determined from the works 
ers most recent employment. 


Invalidity Pensions 


Any worker who on account of sickness, disablement or injury is receiving 
a national invalidity pension is entitled to an invalidity pension from his em 
ployer. When the recipient of an invalidity pension reaches an age entitlin: 
him to an old age pension, his invalidity pension is converted into an old ag 
pension. ' 
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The invalidity pension is calculated in the same way as the old age pension. 
If the sickness, disablement or injury on which the invalidity pension is based 
is contracted in the course of employment, or if the invalidity commences no 
later than the year following the year in which the worker left employment, 
there is added to his service, for purposes of his pension calculation, the period 
_ between the date of commencement of invalidity and the date on which the 
worker would reach the age of entitlement to an old age pension. 

No invalidity pension is payable for any period during which the worker 
receives 50 per cent or.more of his wage from his employer. Similarly, no 
pension is payable for any period during which the worker receives benefits 

under a public sickness-insurance scheme or any other corresponding benefit 
of 50 per cent or more of his wage. The invalidity pension is refused if the 
worker willfully causes his injury. 


Survivors Pensions or Funeral Grants 


Although the legislation does not provide for the compulsory payment of 
survivors’ pensions or funeral grants, the employer may provide these benefits. 
Where this is done and, where the collective agreement, if any, does not spell 
out the sharing of pension costs, the workers may not be called upon to pay 
more than one-half of the contributions required to finance these supplemen- 

_ tary benefits. 


Financing 


| Funds for the employer liability system are derived solely from employers’ 
contributions and may amount to about 5 per cent of payroll. 


Administration 


The supervision of the Finnish employer-liability system is exercised by 
the Central Pension Insurance Institution. The governing body of this institu- 
tion is made up of a chairman and a vice-chairman appointed by the Ministry 
of Social Affairs together with nine members, each having a substitute, chosen 
by the Committee of Representatives. The Committee of Representatives, in 
turn, is appointed by the Ministry of Social Affairs and includes represen- 
tatives of employers’ and workers’ organizations, and persons familiar with 
the activities of insurance companies, assistance funds, pension institutions, 
insurance law, insurance medicine and actuarial calculations. 


Sources: International Social Security Association, Old Age Insurance, National Monographs, 
- Volume 1, Geneva 1959. 


United States, D.H.E.W., Social Security Programs Throughout The World, Washington, 1964. 
International Labour Office, Legislative Series 1956 and 1961, Geneva. 

Finland, National Pension Institute, Old Age and Invalidity Pensions in Finland, Helsinki, 
hi 


International Social Security Association, Bulletin 3, Volume 14, Geneva, 1961. 
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APPENDIX A61 


OLD AGE, SURVIVORS, AND DISABILITY PENSIONS—UNITED STATES 


In the United States the major program of income maintenance for aged 
persons is Old Age, Survivors and Disability Insurance, commonly referred 
to as OASDI. In addition, assistance to the needy aged is provided under a 
federal-state program of Old Age Assistance. 


I—OLD AGE, SURVIVORS AND DISABILITY INSURANCE 
Coverage 


Old age, survivors, and disability insurance covers, on a compulsory basis, 
most gainfully occupied persons including the self-employed. Coverage is 
available on a voluntary basis for employees of non-profit institutions, em- 
ployees of state and local governments, and clergymen. 


Excluded from the program are those persons in agricultural employment 
whose cash pay from one employer in a calendar year is less than $150, those 
in domestic employment whose cash pay amounts to less than $50 in a calendar 
quarter (for that quarter only), self-employment which provides an annual 
net income of less than $400, and self-employed doctors of medicine. Also 
excluded are railroad employees and most federal employees, to whom special 
programs apply. The program applies in the continental United States, Puerto 
Rico, Virgin Islands, Guam, Samoa and to citizens employed abroad by U.S. 
employers. 


Insured Status 


Under the program the right to receive a benefit depends upon the degree 
of coverage, or insured status, attained by the worker as measured by the 
amount of more done in covered employment. The basis of measurement is 
the amount of work done in a “quarter”, namely, a calendar quarter ending 
the last day of March, June, September or December. A quarter of coverage 
is a quarter in which the worker is paid at least $50 in wages and salary in 
covered employment. “Fully insured status’? is acquired when the number 
of a worker’s quarters of coverage is at least equal to the number of year ‘ 
from 1950, or from age 21 if later, to age 65 for men or age 62 for women. 
A minimum of six quarters of coverage is required for fully insured status : 
When a worker has earned 40 quarters of coverage he acquires “permanently 
insured” status. “Currently insured status” is achieved if a worker has, at the 
time of retirement or death, coverage in at least six of the last 13 quarters. 


Old Age Benefits 


Old age benefits are available at age 65 for both men and women provided 
they are fully insured. Reduced levels of benefit are available as early as 
age 62. 7 

The amount of the old age benefit is dependent upon the “average wage” 
of the contributor. The benefit is based upon his earnings in the years between 
1950 and the year the contributor attains age 65 if male, or 62 if female. From 
this period, there is deducted the number of years in which he was disabled 
and also another five years. The resulting number of years is used in the calcula- 
tion of the average wage. The wages used are the highest wages on which con- 
tributions have been paid in the number of years calculated as above. | 


The rate of benefit at age 65 is 58.85 per cent of the first $110 of a worke ie 
average monthly wage, plus 21.4 per cent of the next $290. The minimum 
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benefit in 1964 is $40 monthly, which means that an average annual wage of 
| less than $800 is taken to be $800. The maximum benefit is $127 a month. 

A reduced benefit is payable to a person who starts to draw an old age 
pension between ages 62 and 65. The reduction is made by determining a 
_ person’s benefit at age 65 and reducing it by five-ninths of one per cent for 
each month by which the claimant is under age 65. The reduced rate of benefit 
continues after age 65. 


i 

Disability Pension 

‘ A worker who is unable “to engage in any substantial gainful activity by 
4 reason of any medically determinable physical or mental impairment which can 
be expected to result in death or to be of long-continued and indefinite dura- 
b tion” may be eligible for a disability benefit. To qualify for the benefit the 


_* worker must be fully insured, have 20 quarters of coverage out of the 40 
' quarters immediately preceding the onset of the disability and be under age 65. 
The rate of the disability benefit is calculated in the same way as the 
retirement benefit and the pension commences at the end of a six month 
_ waiting period. 


_ Benefits for Dependents of Retired or Disabled Contributors 


Where the wife of a worker in receipt of a retirement or disability benefit 
is age 62 or over, she can claim a wife’s benefit. The rate of benefit for a wife 
age 65 or more is 50 per cent of the insured’s pension. If the wife’s benefit is 
claimed between ages 62 and 65 the full benefit rate is reduced by 25/36 of one 
_ per cent for each month by which the widow is under age 65 when the benefit 
commences. A dependent husband on reaching age 62 may also claim a benefit 
at the above rates provided his wife is both fully and currently insured. Wives 
of pensioners caring for children under 18 may claim the full wife’s benefit 
4 ‘irrespective of their age. If unmarried children of a worker in receipt of 
benefit are under age 18 or over age 18 but disabled, they can claim a benefit in 
_ the amount of 50 per cent of the insured’s benefit. However, where dependents 
% benefits are paid these are subject to the maximum family payment which in 
1964 varies between $60 and $254 depending on the average annual earnings 
ij of the insured. 
[earings Test 
a The earnings test is a test of earnings from work. It applies to any 
"beneficiary of the program, under age 72, except the recipient of a disability 


‘pension. 

' If the beneficiary does not earn over $1,200 in a year, he meets the earnings 
L test and receives without reduction each monthly benefit to which he is 
entitled. : 

If his earnings exceed $1,200 a year, his benefits for that year are reduced 
by $1 for each $2 that he earns between $1,200 and $1,700, and by $1 for each 
$1 that he earns over $1,700. However, no matter how large his earnings in a 
leear, his benefit is not reduced for any month in which his wages do not 
exceed $100 or for any month in which he does not render substantial service 
| asa self-employed person. 

i When the retired worker has earnings sufficient to require some reduction 
in benefit, that reduction is applied to the total of his benefit and those of his 
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Survivors’ Benefits 


When an insured worker dies, benefits may be paid to the widow, 
dependent widower, parents, or children of the deceased. The rate of each 
benefit is directly related to the amount of the old-age or disability benefit that 
the deceased was receiving at, or had earned up to, the date of death. 

Widow’s Benefit. A widow, age 62 or over, is entitled to a widow’s benefit 
if her husband was fully insured at his death. The benefit is equal to 82.5 per 
cent of the retirement or disability benefit paid or payable to her husband at 
the date of his death. If she remarries she loses her right to the widow’s benefit. 
Widow’s benefits are subject to the earnings test. A dependent widower, age 62 
or more, is entitled to a similar benefit provided his wife was both fully and 
currently insured at the time of her death. . 

Widowed Mother’s Benefit. The widow of a deceased contributor is entitled 
to a widowed mother’s benefit, no matter what her age, if she has in her care 
a child entitled to a child’s benefit and if her husband was either fully or 
currently insured at the date of his death. Her benefit is equal to 75 per cent 
of the rate of the retirement benefit paid or payable to her husband. The 
benefit ceases when the widow no longer has in her care a child entitled to a 
child’s benefit, at which time she may be eligible for a widow’s benefit. 

Child’s Benefit. A child’s benefit is payable to an unmarried child of a 
deceased contributor provided the child is under age 18, or, if disabled, was 
disabled before attaining age 18. Also, the deceased contributor must have 
been either fully or currently insured at the date of his death. A child’s benefit 
is equal to 75 per cent of the retirement benefit paid or payable to the deceased 
contributor. 

Parent’s Benefit. A parent’s benefit is payable to a dependent parent of 
a deceased contributor provided the parent is age 62 or more and provided 
the contributor was fully insured. The benefit to one parent is equal to 82.5 
per cent of the contributor’s pension. Where both parents are alive each re- 
ceives 75 per cent. 


Limitations to Pensions 


The maximum monthly family benefit is equal to 80 per cent of the con- 
tributor’s average monthly wage but it cannot exceed $254 and cannot fall 
below 1.5 times the contributor’s retirement pension. The family maximum 
applies to all monthy benefits that have been based upon a contributor’s wage 
record. If reductions are required because total benefits exceed the family 
maximum, all benefits except the retirement or disability benefit are redial 
and they are reduced proportionately. 

Where a person is entitled to more than one social security benefit at the 
same time, an amount equal to the highest benefit is payable. 


Death Benefit 


A lump sum payment is payable at the death of every contributor who is 
either fully or currently insured. It is equal in amount to three times the 
monthly old age or disability pension that is being paid or that could be paid, 
but cannot, exceed $255. 


Wage Freeze 


Eligibility for any OASDI benefit depends upon a worker’s record of ents 
ployment, and this record can be adversely affected for periods during which 
the worker is unable to work. A worker may gain some measure of protec- 
tion during periods of total and permanent disability by having his record 
frozen. This means that he requests that his inability to work be recognized. 
As a result, the period of his disability will not be used in calculating his 
average monthly wage. Neither will the same period be used in the determi 1a: 
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tion of the number of quarters of coverage he needs for insured status. For 
purpose of the wage freeze the definition of disability is the same as that used 
for the monthly disability benefit except a person who is blind is, by statute, 
also disabled for purposes of the freeze. The wage freeze is used where a 
person, although disabled within the meaning of the legislation, may not be 
eligible for disability pension. 


' Financing 


Contributions to OASDI are paid by employees, employers and the self- 
employed at the following rates applicable to the first $4,800 of wages and 
self-employment earnings: 


Calendar 
Years Employee Employer Self-Employed 
1964-65 32% 3% 5.4% 
1966-67 s 4x 6.2 
1968 and 
thereafter 43 42 6.9 


An amount equal to one-half of one per cent of the wages of the employee 
and an amount equal to three-eights of one per cent of a contributor’s self- 
employment income are paid to the Disability Insurance Trust Fund. The re- 
maining contributions are put into the Old Age and Survivors Insurance Trust 
Fund. Benefit payments and administration costs are paid out of the two funds. 

_ There is no government contribution. Funds not needed for current benefits 
and administrative expenses are invested in interest-bearing federal securities. 


Administration 


The OASDI program is administered by the Social Security Administration 
of the Department of Health, Education and Welfare with its head office in 
Baltimore and with more than 600 district offices located in principal cities 
and towns of the United States and Puerto Rico. Each district office may pro- 
vide individuals with information on benefits, determination of disability, 
rights, obligations, and other pertinent facets of the OASDI program. There 
are seven payment centres located throughout the United States. 


II—-PuBLIc ASSISTANCE 


In addition to the OASDI program, income maintenance is provided to 
aged persons in the United States under federal-state programs of public 
assistance. The purpose of these public assistance programs is to enable the 
States to provide adequate financial assistance including payment for medical 
care and other social services to persons who are in need. The old age assistance 
program is administered by the state and provides assistance to needy persons 
age 65 and over. The federal government reimburses the states by a formula 
which meets over half of their outlays for assistance. The formula is based 
upon the average state assistance payment and takes into account the personal 
income per capita of the state. Assistance is also payable under federal-state 
programs to needy disabled persons and to needy orphans and to relatives with 
whom these orphans might be living. 


Sources: United States, Department of Health, Education and Welfare, Social Security 
Handbook, Washington, 1963. 
United States, D.H.E.W., Your Social Security, Washington, 1963. 
United States, D.H.E.W., Social Security Bulletin, 1961, Annual Statistical Supplement, 
Washington, 1962. 
- “United States, D.H.E.W., Social Security Programs Throughout the World, 1964, Washington, 
1964. 
United States, D.H.E.W., Programs Affecting Older Persons, Washington, 1958. 
Clark, Robert M., Economic Security for the Aged in the United States and Canada, Ottawa, 
Queen’s Printer, 1959. 
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APPENDIX A62 


OLD AGE, SURVIVORS AND DISABILITY PENSIONS—WEST GERMANY 


In the Federal Republic of Germany, old age, disability and survivors 
pensions are provided to wage-earners and salaried employees under two 
separate social insurance systems. In addition, there are special systems for 
miners, public employees, and self-employed farmers. The following comments 
refer to the social insurance schemes for wage-earners, salaried employees, 
and miners, which are similar in a great many ways, and to the public assistance 
scheme organized for farmers. 


I—SCHEMES FOR SALARIED PERSONS, WORKERS AND MINERS 


Coverage 


Under the salaried persons pension insurance scheme, all salaried persons 
whose annual occupational earnings do not exceed 15,000 DM are compulsorily 
covered. For salaried persons who have made contributions to the pension 
insurance scheme and whose earnings rise above 15,000 DM a year it is pro- 
vided that they may continue insurance on a voluntary basis, under conditions 
to be discussed later. Also covered are certain groups of self-employed persons 
as, for example, handicraft workers, instructors, artists, midwives and persons 
caring for the sick. 


Under the mineworkers pension insurance scheme, all persons, including 
workers and salaried persons, who work in undertakings in which minerals or 
similar substances are produced by a mining process are compulsorily covered. — 
Compulsory coverage is extended to persons in factories and business premises 
which are physically and industrially linked with mining. Further, workers 
and salaried employees of employers’ or workers’ organizations which look © 
after the occupational interests of those in mining, and workers and salaried 
employees in mining offices and head offices are required to insure under is 
mineworkers’ scheme if they were so insured before taking up employment © 
with the employers’ or workers’ organization or in the mining office or ot 


office, and if they can show that they have either completed 60 months of 
insurance under the mineworkers’ scheme whilst performing underground 
work, or if they have been insured under the mineworkers’ scheme for a total 
of 180 months. 7 


The workers pension insurance scheme covers all workers who are not 
members of the salaried employees or mineworkers pensions schemes if they 
are employed for remuneration or as apprentices, or are undergoing any other 
form of vocational training. In addition, certain groups of self-employed persons 
such as those engaged in domestic industries, homeworkers, coastal shipping 
employees and coastal fishermen are included in the workers’ pension insurance 
scheme. Also covered are persons working abroad on official missions. 


There are certain exceptions to the compulsory coverage of German pen-=- 
sion insurance. Among those exempted are persons working for their spouse; 
persons who receive as remuneration only free maintenance; salaried workers 
earning more than 15,000 DM annually; officials of the federal government, the 
provinces, the Bank Hetanhat Lander, the Berliner Zentralbank, the Provincial 
Central Banks, and other similar organizations: short-term and professional 
soldiers; most of those engaged in “independent professions”; persons not 
engaged in remunerative activity; persons gainfully employed in the cours = 
of attendance as a regular student at an educational institute; and persons 
drawing old age pensions. 
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Old Age Pensions 


The insurance schemes provide insured members, their dependents and 
survivors with monthly cash benefits as a matter of right, except for invalidity 
_ benefits where rehabilitation is encouraged. 


Old age pensions are payable under the workers, salaried persons and 
mineworkers plans to men and women at age 65. The qualifying period for an 
old age pension is 180 months of insurance coverage. Retirement is not required 
unless the pension is paid before age 65. Benefits are available to men at age 
- 60, if they have been unemployed a year or longer, and continue, between age 

60 and 65, for as long as they continue to be unemployed. A woman with 10 
years of covered employment in the last 20 years who is no longer employed 
- can receive benefits at age 60. 


Premature pensions are payable to miners at age 60 if they are no longer 
employed in a mining undertaking and have performed at least 180 months of 
work underground or completed 300 months of mineworkers insurance. A 

_ pitworkers pension is payable to miners at age 50 under similar conditions. 


The rate of old age benefit is related directly to a contributor’s earnings 
_ throughout his working career. There is first determined for each contributor 
_a factor which indicates his place in the wage or salary scale. This factor is 
equal to the ratio of his contributory earnings to the average earnings of all 
contributors. It is calculated for each calendar year in which the contributor 
made contributions. The ratios for all years are then added together and 
_ divided by the number of years of contributions giving an “average earnings 
_ ratio” for that contributor. 


Each contributor’s average earnings ratio is then multiplied by the national 
average earnings for the three years ending with the second year preceding 
the year of retirement. The result is the contributor’s “assessed wages”. An 
old age pension is equal to 1.5 per cent of a contributor’s assessed wages in both 
_ the workers and salaried employees schemes and 2.5 per cent in the miners 
plan, multiplied by the number of years of the contributor’s insurance which 
number includes credited periods of incapacity, unemployment, and schooling 
after age 15. 

By way of example it can be seen that a person with 25 years contribu- 
tions and an average earnings ratio of .75 would receive, at a time when the 
national average wage was 560 marks a month, (for 1964) a pension under: 

: (a) the workers and salaried persons schemes of .75X560 DMx.015x25, 

or 158 DM per month; 

9 (b) the mineworkers scheme of .75x560 DMx.025x25, or 262 DM per 
- month. 


Old age pensions are supplemented by the payment of children’s bene- 

fits. A child’s supplement is granted until the child reaches age 18, or to age 

25 if unmarried and attending school, or as long as the child is disabled. The 

children’s supplement is equal to 10 per cent of the last three years’ national 
average earnings, that is, 56 DM per month in 1964. 


Invalidity Pensions 


hd 
(dy 


| Where a contributor is unable to exercise gainful activity a general in- 
_ validity pension is payable. Where he is unable to earn 50 per cent of normal 
wages in his usual occupation, he is paid an occupational disability pension. 
A minimum of 60 months of contributions is required in each case. 


A General invalidity pensions are calculated in the same manner as are old 
age pensions. For occupational disability pensions the same formula is used ex- 
cept that the annual rate of pension accumulation is only 1 per cent rather 
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than 1.5 per cent. Those who begin to suffer from general or occupational disa- 
bility before reaching age 55, and have 36 months of contributions in the pre- 
ceding 60 months or have made contributions in one-half the months since 
commencement of insurance, add to their number of years of pensionable in- 
surance the period between the occurrence of either form of disability and the 
date on which they reach age 55. 


Survivors Pensions 


Survivors pensions are payable on the death of the insured person pro- 
vided the deceased had paid a minimum of 60 months of contributions. On the 
death of an insured husband or a wife who was principally responsible for 
the maintenance of his or her family, benefits are paid for the first three 
months to the surviving spouse at a rate equal to 100 per cent of the general 
invalidity pension. Thereafter, benefits are equal to 60 per cent of the general 
invalidity pension if the surviving spouse is age 45, disabled, or caring for a 
child. For other surviving spouses benefits are equal to 60 per cent of the de- 
ceased’s occupational disability pension or of the pension to which he would 
have been entitled. 

A widow or widower who remarries is granted a lump sum final settle- 
ment equal to five times the annual amount of the pension previously payable. 

On the death of an insured person, his children receive orphan’s pensions 
until they reach age 18 or, if attending school, until age 25 or, if disabled, as 
long as the disability continues. For half-orphans the pension is equal to one- 
tenth, and for full orphans one-fifth of the insured person’s general invalidity 
pension (not including any children’s supplements). The orphan’s pension 
is increased by the payment of a children’s supplement. 

The total of all the pensions payable to the survivors of one insured 
person cannot exceed 100 per cent of his general invalidity pension. 


Refunds of Contributions 


If, two years after a person ceases to be compulsorily insured, he has 
not elected to continue on a voluntary basis, he may claim a refund of one 
half of the contributions paid by him since June 1948. A person not eligible 
for a general invalidity, or a widow’s pension, only because the qualifying — 
period has not been met, may also claim a refund. So also may an insured ( 
woman who marries before her retirement. : 


Updating Pensions in Pay 
The legislation provides that pensions in pay will be subject to an annual 
revision which will take into account changes in wage levels. 


The following table sets out the adjustments to pensions in pay that have 
been made since the 1957 reform. 


Pension Index Increases in Pensions in Pay 
Index Effective Percentage 
For Year (1957100) January 1 Increase 
1959 106.1 1959 Gi pie 
1960 112.4 1960 5: Sue 
1961 118.5 1961 iy eae ik 
1962 124.5 1962 TN Ress 
1963 132.06 1963 62672 
1964 143.7 1964 8. ” 


The costs arising from the updating of pensions for the miners’ schem 
are chargeable to the government while the costs for the workers, and salariet 
persons, schemes are chargeable to those schemes. 


[ie 
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Voluntary Insurance 


In general, voluntary coverage in the statutory pension schemes is not 
available. However, a previous compulsory membership can be continued on 
a voluntary basis. Persons who have paid contributions for at least 60 calendar 
months within ten years in an employment subject to compulsory pension 


insurance can continue to be insured voluntarily (continuing insurance). 


Also, compulsorily insured persons and those in continuing insurance can, 
in addition to their normal contributions, pay supplementary contributions for 
the purposes of additional insurance. The amount of additional insurance 
which can be taken up is limited, particularly with regard to an applicant’s 
age and his basic pension insurance. 


Those who continue in insurance voluntarily pay contributions in one of 
several prescribed contribution classes ranging in 1964 from 14 DM to 154 DM 
per month. Voluntary insurance provisions are especially helpful to those 
salaried employees whose earnings have come to exceed 15,000 DM annually, 
and therefore cease to be compulsorily covered. 


Financing 


Resources of the pension insurance schemes consist of contributions by 
insured persons and their employers, a subsidy from the federal government 
and interest earnings. Contribution rates are fixed so that for every 10 year 
period receipts will be sufficient to cover estimated expenditures and also 
will provide a residual amount equal to estimated expenditure during the last 
year of the period concerned. If actual receipts do not meet expenditures the 
deficit is met by the Federal Government. 


Contributions to the workers and salaried persons pension insurance 
schemes are made at the rate of 7 per cent for the employee and 7 per cent for 
the employer on earnings up to an established ceiling. This wage ceiling varies 
each year with average national wages during the three year period ended one 


- year earlier. By law the ceiling is double the national average figure rounded 


up or down to the nearest multiple of 600 DM. When a person’s earnings are 
less than 10 per cent of the ceiling, no contribution is required of the insured 


person but the employer contribution is 14 per cent i.e., the employer is 


required to pay the employee’s share. 

Those self-employed who are covered by these schemes are assigned to one 
of 23 contribution classes depending on their monthly income. Monthly con- 
tributions vary from 1.75 marks on monthly income up to 25 marks to 154 
marks on monthly incomes of 1075 marks or over. 

Federal subsidies to the workers and salaried persons schemes are provided 
by law. They amount to about 4 of the cost of the wage-earners system and $ 
of the cost of the salaried employees system. 

The contribution rate for compulsorily insured members of the mine- 
workers program is 23.5 per cent of earnings, 15 per cent paid by the employer 
and 8.5 per cent by the worker. The employer pays the whole contribution if 
worker’s earnings are less than 10 per cent of the ceiling. 


Administration 


The workers insurance scheme is decentralized and is administered by 
18 district insurance institutes. These insurance institutes are autonomous bodies 
made up of representatives of both employers and employees who in turn 


elect a board of directors. Some institutes are responsible for a whole province 


while others are responsible for part of a province only. Each institute is 
responsible for insuring all the employed persons in its own area. The salaried 
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employees scheme is administered centrally by the Federal Insurance Institute 
for Salaried Employees. This institute receives the contributions from all 
salaried employees and determines benefits for insured persons. The mine- 
workers scheme is administered by eight mineworkers institutes for both 
salaried employees and manual workers in mining undertakings. 


Participation by the state in administration of the three schemes is limited 
to government control over the insurance institutes. Control over the district 
insurance institutes is exercised for the most part by the provincial ministers 
of labour. Government supervision is designed to insure that each institute 
performs its statutory and constitutional duties. As there is a government subsidy 
to the different schemes the state controls the budgetary and financial oper- 
ations of each institute through the Federal Audit Office. 


II—O.Lp AGE ASSISTANCE SCHEME FOR FARMERS 


The members of the old-age assistance scheme for farmers are all persons 
who are occupied as self-employed farmers or operators in agriculture and 
forestry including wine, fruit and vegetable growing, provided that their farm 
or property provides them with a permanent basis of subsistence. 


The resources for the program are obtained from contributions and a State 
subsidy. Contributions are payable compulsorily by those whose principal 
occupation is farming provided they are not already required to contribute 
to another pension insurance scheme. The amount of contribution is the same 
for all contributors and is determined by the authorities elected by the mem- 
bers themselves. Since 1959 contributions have been 12DM. a month. In 1963 
the State subsidy amounted to almost two-thirds of the benefit payments. 


Under the farmers plan benefits are available, on the attainment of age 65 _ 
to the owner of the agriculture undertaking, (or to a widow at age 60), pro- 
vided he ceases to manage the undertaking and undertook to transfer the 
property not later than his age 74, and provided the deceased, together with 
the widow or widower, have paid contributions for at least 180 calendar 
months. 


The retirement benefit is a flat-rate benefit designed to supplement the 
free board, lodging and other benefits he would generally receive from the heir — 
to whom ne has turned over the farm. In 1963 benefits were 100 DM. per month © 
for a married couple and 65 DM. for a single person. 4 


Sources: ISSA. Old Age Insurance—National Monographs, Geneva, 1959. a 
U.S. Department of Health Education and Welfare, Social Security programs heron , 
the World, 1961, 1964, Washington. 
ILO. Legislative Series, 1957, August and October, 1961 and December, 1962, Geneva. 
Belgium, Revue Belge de Sécurité Social, Janvier, 1964. Brussels, 1964. 
West Germany, Ministry for Labour and Social Order, Social Security, Bonn, 1964. 


TR VN eR ht STOR MRR ER ee cng t) Pee dg att nett Pret, ee The AEST ee 

SS Vela aD ei : yes P 4 ae hy } y, —_ at i a bith an, 

J * ' rf 4 ‘ “ as > at y R “ " 
wa 4 


— 


CANADA PENSION PLAN 1985 
APPENDIX A63 . 


Estimates of Additional Contributions under the 
Canada Pension Plan if there were no 
Contributory Earnings Lower Limit 


4 _ Request 


a 


= 


During the sittings of the Committee on February 1, 1965, Mr. Chatterton 
and other members requested that estimates be made in respect of additional 
contributions and additional benefits in the event that contributions were col- 
lected at the rate of 3.6% on all earnings of employees and self-employed 

- persons up to the Year’s Maximum Contributory Earnings. 


: 
3 
j Estimates 

The estimates shown in are following schedules take account only of addi- 
i tional contributions in respect of earnings below the currently proposed con- 
| 

: 

i 


= 


- tributory earnings lower limit of persons who would contribute under the 
Canada Pension Plan in accordance with the terms of Bill C-1386 as it now is. 
In other words, the estimates shown do not include contributions in respect of’ 
persons having earnings less than the currently proposed lower limits for con- 
_ tribution purposes who would be covered under the plan in the event that such 
_ limits were dropped nor have estimates been made of benefits payable to such 
persons. (Calculations of contributions and benefits in respect of this latter 
_ group would be very lengthy and the results would not be relatively signifi- 
cant.) It should perhaps be noted that there would be no increase in benefits 
as a result of the additional contributions made in respect of persons who would 
- contribute under the Canada Pension Plan in accordance with the terms of 
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4 Bill C-136 in its original form. 

. 

# SCHEDULE 1 

ie 

* Estimated Contributions* in respect of Earnings of Persons 
. who would contribute under the Canada Pension Plan in 

‘ accordance with the terms of Bill C-136 

? | . Contributions (in millions) 


In respect of contributory In respect of earnings 

3 earnings in accordance below the lower limit 

a Year with Bill C-136 specified in Bill C-136 Total 
>! 


a 1966 $ 437.8 $ 93.3 a ihgit se 8 Sad 
i 1970 519.8 LOW 626.9 
la 1975 634.3 128.0 762.3 
* 1980 836.9 168.4 » atl OODIS 
i 1990 1,336.0 267.8 1,603.8 
Ms *Based on the low fertility-low immigration populations and the assumption of an annual 


For additional information, in Schedule 2 below are compared the per- 
centages of contributory earnings required to provide benefits and expenses of 
administration in accordance with the “high cost”? assumptions described in the 
’ actuarial report dated November 6, 1964, estimated with and without the lower 
| limit on contributory earnings. The principal “high cost” assumptions are the 
| low fertility-low immigration populations, an annual rate of increase in average 
_ earnings of 3% and an annual rate of increase in the Pension Index (and 
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Estimated “High Cost” Percentages of Contributory Earnings Required 
to Provide Benefits and Expenses of Administration 
Percentage of Contributory Earnings 


Year Excluding earnings Including earnings 
below lower limit below lower limit 

1966 0.10% 0.10% 

1970 0.68 0.58 

1975 2.20 1.85 

1980 BiG fe oY. 

1990 DDD 4.64 


Department of Insurance 
Ottawa 
February 5, 1965 
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Estimates of Additional Contributions under the Canada Pension Plan 
if there were no Contributory Earnings Lower Limit 


Request 


During the sittings of the Committee on February 1, 1965, Mr. Chatterton 
and other members requested that estimates be made in respect of additional 
contributions and additional benefits in the event that contributions were col- 
lected at the rate of 3.6 per cent on all earnings of employees and self-employed 
persons up to the Year’s Maximum Contributory Earnings. 


Estimates 


The estimates shown in the following schedules take account only of 
additional contributions in respect of earnings below the currently proposed 
contributory earnings lower limit of persons who would contribute under the 
Canada Pension Plan in accordance with the terms of Bill C-136 as it now is. 
In other words, the estimates shown do not include contributions in respect 

of persons having earnings less than the currently proposed lower limits for 

_ contribution purposes who would be covered under the plan in the event that 
such limits were dropped nor have estimates been made of benefits payable to 
such persons. (Calculations of contributions and benefits in respect of this 
latter group would be very lengthy and the results would not be relatively 
significant.) It should perhaps be noted that there would be no increase in 
benefits as a result of the additional contributions made in respect of persons 
who would contribute under the Canada Pension Plan in accordance with the 
terms of Bill C-136 in its original form. 


SCHEDULE 1 


Estimated Contributions* in respect of 
Earnings of Persons who would contribute 
under the Canada Pension Plan 
in accordance with the terms of Bill C-136 


Contributions (in millions) 


In respect of In respect 
contributory earnings of earnings 
in accordance with below the lower limit 
Year Bill C-136 specified in Bill C-136 Total 
1966 $ 437.8 $ 93.3 $ 531.1 
1970 519.8 ROTEL 626.9 
OTD 634.3 128.0 162.3 
1980 836.9 168.4 RUT Bs: 
1990 1,336.0 267.8 1,603.8 


*Based on the low fertility-low immigration populations and the assump- 
tion of an annual rate of increase in average earnings of 3 per cent. 


For additional information, in Schedule 2 below are compared the per- 
centages of contributory earnings required to provide benefits and expenses of 
administration in accordance with the “high cost’? assumptions described in the 
actuarial report dated November 6, 1964, estimated with and without the lower 
limit on contributory earnings. The principal “high cost” assumptions are the low 
fertility-low immigration populations, an annual rate of increase in average 
earnings of 3 per cent and an annual rate of increase in the Pension Index (and 
benefits dependent thereon) of 14 per cent to 1975 and 2 per cent thereafter. 
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: Year 


ra hs 1966 

i 1970 
1975 
1980 


_ Department of Insurance 
Ottawa 
i ‘February 5, 1965 


ss Required to’ 


sh Cost” ’ Percentages of Contri 
le Benefits ¢ 
pea es of ‘Administration _ eae ie a 
Percentage of — My sss ‘ 
Contributory Earnings ‘ 
Excluding earnings Including MA Re 
below lower limit below lower limit © 
0.10% 0.10% 
0.68 0.58 
2.20 1.85 
3.73 Sa 
5.55 4.64 | 
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Estimates Relating to Proportions of Retired Populations in Receipt 
of Pensions and Average Amounts of Age Retirement 
Pensions under the Canada Pension Plan for 
Specimen Future Years 


a ee Oe Ho. 
rs 


_ Request 


During the afternoon session of the Committee on January 14, 1965, Mr. 
Chatterton made the following request: 


“I would like information suggested by the delegates yesterday with 
regard to the benefits of the Canada pension plan by the years 1971, 
1981 and 1986, in the form of chart 2 in the brief presented by the 
Canadian Life Insurance Officers Association. If possible, Mr. Chairman, 
I would like to have the no benefit group broken down by whatever 
major categories there are that make up that group, if it is possible to 
get the latter information within the time available.” 


Mr. Knowles supplemented this request as follows: 


‘“T would like to have information both for the years given by the Life 
Insurance Officers Association and the years asked for by Mr. Chatterton. 
I would also like this information to show percentages in relation to the 
persons who by age would have been eligible.” 


Mr. Munro asked, in addition, 


“that that table be broken down three ways, or all ways, not only down 
to people now in retirement who will still be reflected in the table 10 
years from now. I should like it to include widows now under 55 and 
the unemployed, as well as anybody else who could conceivably be 
included in there so that we could determine the accuracy of the table.” 


Estimates 


The estimates shown in the following schedules for Canada excluding 
Quebec were based on the low immigration populations described in the 
actuarial report dated November 6, 1964 (fertility has, of course, no effect for 
the groups under consideration). The numbers shown in Schedules 1 and 3 
would have been slightly higher if the high immigration populations had been 
used but the percentages corresponding to those shown in Schedules 2 and 3 
would have been the same as those shown. 
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eS 5 SCHEDULE 1. . if 
va ESTIMATED NUMBERS OF PERSONS AGED 65 AND OVER IN CANADA, 55 & - 
YE EXCLUDING QUEBEC WHO ARE NOT IN REGULAR EMPLOYMENT AT pee: 
ia é AGES 65 TO 69. raat at Sa ah ae 
7 be ee » S : ‘7 
t Ms (in thousands) 
ts Not in receipt of pension 
a under C.P.P. by reason of 
a" In receipt of age retirement being too old to contribute 
is or widow’s pension at the effective 
i Total Numbers under C.P.P. date of the plan 
i ee Sse Ss oe 0 re ae Ce en ee 
Males Females Males Females Males Females** 
: Age retire- Widow’s* 
Year ment pension pension 
i RR Pe eR Yk ee es ae RE ee, OU MOURNE RAS Rute oe EE i DO te 
| POO! 2 477 631 117 39 4 225 285 
bos 517 709 261 101 26 115 167 
Ub | ee oe 575 819 419 197 68 45 81 
. 1985....... 646 943 552 312 121 13 30 
TIVO Pes 722 1,091 | 668 448 184 2 6 


ieee ee ace sen as See SS Eh RAY Se BN Sn el a Wt ie EE it Se ee i ee 
* Numbers of widows excluding those who are also in receipt of age retirement pensions. 


** These numbers include women who were too old to contribute at the effective date of the plan but 
~ who could become entitled to a widows’ pension by reason of having husbands who could have contributed } 
x under the bie the estimated numbers of such women are 12,000 in 1970, 8,000 in 1975, 5,000 in 1880, 2,000. 
: in 1985 and 0 in 1990. \ 


SCHEDULE 2 


: ESTIMATED PROPORTIONS OF POPULATIONS AGED 65 AND OVER IN 
| CANADA EXCLUDING QUEBEC WHO ARE NOT IN REGULAR EMPLOYMENT 
AT AGES 65 TO 69 


SSS SS ee EE 
—————— ee 


Who are in Who could not qualify | Who could have contributed — 


receipt of for a pension under the under the plan by reason 
@ pension C.P.P. because of their of age alone but are not 

under the age at the effective in receipt of a pension 

e Year CLP. date of the plan under the C.P.P.* 

1 LAA ee RE em a 14% 45% 41% 

CUE eps Og oN gets RR Ua ea 32 22 46 

F 1 1 GES Se a a ae 49 9 42 

3 OR Oe OR to ata ale 62 3 35 

4 OE OPE AE Ana 72 = 28 
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. re ats a i ae - ee Hh | SCHEDULE 3 if vas | ‘ H Th Y bey Dy ; J : gill i 
a aie CR UOMET RY ae are a AN aye 
E ED N UMBERS. AN D PROPORTIONS OF AGE GROUP POPULATION: g IN. ot 
RECEIPT OF AGE. RETIREMENT PENSIONS UNDER THE CANADA PENSION PLAN - “al 
ate BOR aa ae EXCLUDING QUEBEC) che AVERAGE AMOUNTS OF PEN ee i 
/ i" At 
co : ; : Number in } Average vee Doane 
receipt of age Proportion monthly2 i350). ye 
gh retirement of age group amountof ~~ 
- Year Bex Age Group pensions population* = pension** 
‘ ; | | ‘ To | 5 | | ’ 4 
ie ee et eh Madaste tian 65-69 56,000 27 90 ava eae 
x 70 and over 61,000 17 Gieg TB ay ee 
Females), 33 469304 65-69 22,000 10 TA AU ee 
70andover —-17, 000 4 Gi Niet ah Rae 
5 REESE Matos) Oo Wuie a 65-69 93,000 39 Be nee 
70 and over 168,000 — 43 SF ie al ae 
Females......... i... 65-69 45,000 18 29 - leh ee 
70 and. over 56, 000 12 PA A Ay 
Pe MOE ak Maleate unui Gb BO 127,000 46 0h ae 
70 and over 292,000 68 64 A eh 
Females............. 65-69 86,000 28 BL eS 
: 70 and over 111,000 20 38 CAR tal 
BO, Beis teas Males y ae ice 65-69 145,000 49 110 aa a) i 
{ 70 and over 407,000 83 87 saa 
HeMaies ee arias 65-69 118,000 35 58 ‘he 
70 and over 194,000 30 48 Me ya ee 
ee Ve Lite: Malessilyn cus uncmtian 65-69 169,000 51 pL iad ao 
a 70 and over 499,000 91 i111 f 
Hemiales. gic sie ees 65-69 160,000 41 6s hy 
70 and over 288 , 000 39 59 ; 
q - * Populations for the age group 65 to 69 include persons still in Venti employment and thus, propor- _ 
tions derived from this schedule for males and females combined are not Conte te to those shown i in 
Schedule 2 above. y; 
_ ** Based on the assumptions of an annual rate of increase in average earnings of 3% and an annual 
E° of increase in the Pension Index of 13% to 1975 and 2% thereafter. 
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3258 Andrews Gd., 
Toronto 5—12 Jan/65. 


Memo for M. Maxime QGuitard, re 
Joint Cttee on Pensions 
from Donald MacGregor, 


In the Cttee’s hearings the question has been raised as to the extent of 
adjustment of existing pension plans to the O.A.S. pension of $75 monthly at 
age 70. The view was expressed, in answer to the question, that these were 
virtually no adjustments. The attached results from unpublished Ontario 
Statistics. Adjustments are reported by 7% of plans having 14% of the total 
membership. No. of plans surveyed in Ontario about 7500. Show that there 
has been considerable adjustment, not counting optional arrangements. 


EDMONTON CHAMBER OF COMMERCE 


Incorporated February 1889 
9905 101A Avenue 
Edmonton, Alberta, Canada 


January 21, 1965. 


The Co-Chairmen and Members, 


The Joint Committee of the Senate 
and House of Commons appointed 
to consider Bill C-136, 

The Canada Pension Plan, 


OTTAWA, Canada. 


Dear Sirs: 9 
The Edmonton Chamber of Commerce has given considerable study to The 
Canada Pension Plan. Our study included Bill C-136, briefs submitted by othe: ’ 


organizations, and many articles by qualified experts. 


i 


As a result of this study, the Edmonton Chamber supports the views ex- 
pressed in the submission of the Executive Council of the Canadian Chamber of 
Commerce. The Edmonton Chamber of Commerce therefore wishes to reco 
its support and endorsation of the Canadian Chamber’s submission to the Join’ 
Committee, Senate and House of Commons. 


Very truly yours, 


D. F. MARLETT, 
General Manager. 
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JOHN LABATT LIMITED 
Executive Offices, 150 Simcoe Street, Londen, Canada 


January 27, 1965. 


~The Co-Chairman and Members 


_ The Special Joint Committee of 


the Senate and House of Commons 


appointed to consider Bill C-136, 


_ Dear Sirs: 


Ottawa, Ontario. 


| John Labatt Limited appreciates the opportunity to present to the Com- 
mittee its views on the Canada Pension Plan as proposed in Bill C-136. 


The Company is a leading firm in the brewing industry in Canada and is 

also active in the food additive, animal feed and pharmaceutical industries. 

In our operations we employ some 2,800 persons in plants located in the prov- 

_inces of Newfoundland, Quebec, Ontario, Manitoba, Saskatchewan, Alberta 
and British Columbia. 


ie ee 


We have maintained a contributory pension plan for our employees since 
1938. This plan has been amended from time to time and currently provides 


pensions for the employees and their widows at a higher level than generally 
¥, prevails in industry in Canada. The Company would prefer to continue this 
_ plan without change but it recognizes the impracticability of doing so after the 


(ei 


\ introduction of a contributory public pension plan as proposed in Bill C-136. 


It was our intention to present a detailed brief to your committee. How- 


ever, examination of various other briefs already presented, has led us to the 
conclusion that our views have been adequately presented, and that a fully 
i detailed submission could be an unwarranted imposition on the committee’s 


_time. 


We would, however, like to record the following summary of our recom- 


mendations: 
si 


Private pension plans should be encouraged with public pensions 
being designed primarily to provide a minimum retirement income 
for everyone. 


. The amount of the public pension should be closely related to the 
country’s ability to support and sustain such a level of social benefit. 


. The Canada Pension Plan should be extended to cover every person 


who is retired or who is a widow. 


. The problems of a reduced work force as a result of automation 


should be recognized by removing any penalty under the Canada 
Pension Plan resulting from early retirement from the work force. 


. Students over age 18 should be permitted to deduct the years in 


which they are at school or university without prejudicing their 
average pensionable earnings. 


. Consideration should be given to eliminating the $600 exemption 


in contributory earnings. 
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7. Provision should. be made for undeeatie review of the ee at pened 
intervals rather than automatic adjustment in the pensionable 
earnings and benefits on the basis of an earning’s index. In any event 
the consumer price index is considered to be a more reliable index. 


Respectfully submitted, 
JOHN LABATT LIMITED 


J. B. Cronyn, 
Executive Vice-President. 


THE WYATT COMPANY 


Actuaries and Employee Benefit Consultants 


Commonwealth Building 

77 Metcalfe Street 

Ottawa 4, Ontario 

JANUARY 29, 1965 

The Co-Chairman and Members, 
The Special Joint Committee of the 

Senate and House of Commons 

appointed to consider Bill C-136, 
Ottawa, Ontario. 


Dear Sirs: 


As a result of studying Bill C-136, advising clients as to the effect of the 
Bill on their private pension plans and discussing the intricacies of the Bill 
with my associates, I should like to present the following main points of 
concern which the Joint Committee may wish to consider. 


Financing under Bill C-136 


The benefits provided under the Bill are to be financed entirely by con- 
tributions collected from employees and employers. As demonstrated in the 
actuarial report prepared by the Department of Insurance and dated November 
6, 1964, initial rates of contributions, 1.8% and 1.8%, will be more than. 
sificient to provide the benefits that become payable in the early years o 
the plan but will be inadequate within 15 or 20 years. The proposed plan there- 
fore is not a pay-as-you-go plan nor is it a funded plan. Since contributions 
in the early years are more than sufficient to provide the benefits, a fund will 
-build up which can be used to subsidize contributions after they become ing 
adequate. The actuarial report shows that by the year 2000 the fund will have 
been depleted and the rate of contributions required to provide the benefits 
payable in that year will fall in the range 4.5% to 6% compared to the 3.6% 
rate stipulated in the Bill. 


It is suggested that the proposed financing of the benefits provided under 

Bill C-136 is misleading to the public and capable of being misunderstood by 
the legislators. It would be preferable either— q 

(1) to establish the contributions each year at a rate which would be 
sufficient to provide the benefits payable in the following year, or — 

(2) to establish the contributions at a rate which would be considered - 

sufficient to provide all benefits payable into the indefinite future. ; 


This latter approach, of course, would result in the formation of a continuin; ng 
fund. . 
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4 resently Retired Persons 


Bill C-136 provides benefits to all achutors. and their dependents but 
does not recognize persons presently retired on account of age, disability or 
widowhood. Thus, those persons approach retirement are given a substantial 
financial advantage over those persons who have already retired. Further- 
more, it can be shown that this financial advantage is derived largely from 
the contributions made by and on behalf of younger contributors. The inequity 
_ between persons already retired and those approaching retirement could be 
- removed by extending benefits to those persons already retired. 
a It is suggested that those persons already retired should be granted a 
j benefit of 50% of the benefit they would have received if the proposed plan 
had been in effect during their working lifetime. This may necessitate some 
revision in the benefits to be provided to persons retiring during the 10-year 
_ transition period. It may be noted that the payment of these benefits, assum- 
ing the proposed 3.6% contribution rate is retained, would result in a smaller 
_ fund, if any, being build up in the early years of the plan. 


q Determination of Pensionable Period 


Bill C-136 assumes a contributory period extending from age 18 to age 
_ 65 with provision for a drop-out of 10% in respect of low-earnings years. The 
_ application of this approach can create undesirable results in at least two gen- 
eral situations. 

, (1) The person who chooses to continue his education after age 18 rather 
_ than entering the work force is jeopardizing part of his prospective benefits 
iN since, if he uses the 10% deduction for low-earnings years to cover his educa- 
tional years, he loses his protection against future low-earnings years resulting 
from sickness or unemployment. It is suggested that, notwithstanding the 10% 
drop-out provision, the years during which a person over age 18 could be 
classed as a dependent child under the Income Tax Act should not be counted 
as contributory years in determining average pensionable earnings. 

_ (2) The nature of employment or the nature of the occupation of many 
persons (e.g. teachers, firemen, policemen) is such that retirement at an age 
_ earlier than 65 is necessary or desirable. It is suggested that, notwithstanding 
the 10% drop-out provision, where a person actually retires earlier than age 


| c.. counted as contributory years in determining average pensionable earnings. 


ie Bill C-136 provides for automatic adjustment of the amount of pension 
ine to the pension index and for adjusting the amount of pensionable 


The principle of adjusting benefits and earnings in the light of changes in price 
| and wage levels is not only acceptable but necessary. The same purpose would 
| ‘be served however, if adjustments were made only after periodic review rather 
| than automatically. Experience may prove that other changes in benefits are 
_™more desirable than automatic increases in benefits. It is suggested therefore 
| that the provision for automatic adjustments should be replaced with a provi- 
| sion for regular periodic review. 

_ Five copies of this letter are attached for the convenience of the Com- 
“mittee. If additional copies are required I should be pleased to provide them. 
' < f the Committee would like a verbal presentation or PEERS of the points 


Respectfully submitted, 


R. Alvin Field, 
Fellow, Society of Actuaries. 
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20 Wychwood Park, Toronto 4, Ont. 


3 February 1965. 
M. Maxime Guitard, 
Clerk of the Special Joint Committee on Pensions, 
Room 499 
West Block, House of Commons, Ottawa. 


Dear M. Guitard, 


I enclose a cutting from the Globe and Mail of 2nd February, 1965, which 
expresses what I think will be the feelings of a great many ordinary Canadians 
when they become better acquainted with the proposed Canada Pension Plan. 
The “conversation” tries to bring out the basic inconsistancy in collecting a 
pay-roll tax on a nation-wide base and then handing out parts of it to some 
aged persons, but none to others, while holding a substantial part in reserve. 
As an actuarial consultant and teacher of actuarial science, I am fully aware 
of the necessity for reserves in plans designed for an employer-employee group, 
where the employer’s future earning power is not assured, and where the 
employer does not have an enforceable power of collecting income, i.e. the 
power of taxation. But national social insurance plans exist in a different 
setting. 

I am also aware that ‘‘past service” benefits are often granted to those 
employees lucky enough to connect with a private pension plan at its inception, 
while no such benefits may be given to those who have left the particular 
employer’s employment just before the plan’s inception. In such cases, however, 
the individual employer pays the total cost of these past service benefits. The 
Canada Pension Plan, as it now stands, tries to incorporate motions that may 
be acceptable in a private pension plan into a plan based on nation-wide pool- 
ing of taxes, where the circumstances surrounding a private pension plan no 
longer exist. 


The resulting unfair discrimination between two classes of aged persons 
(“contributors” and “non-contributors’”) has been amply exemplified during > 
the first 30 years of the OASDI plan in the U.S.A. Now that the great majority 
of the “non-contributors” to that plan (those over age 65 at its inception) have 
died, the unfair discrimination has gone away (c’est vrai), in a large part. 


Thus it has taken 30 years of OASDI to eliminate one of its most indefensible 
features. And yet there is still a substantial segment of the aged population in 
the U.S.A. that has not managed to “contribute” long enugh to OASDI to 
reap the generous rewards of such “contributions”. These unfortunate persons 
are second-class pensioners, recipients of Old Age Assistance, the very thing 
that our own universal Old Age Pension system is trying to eliminate. Surely 
we in Canada can learn something from this U.S.A. experience. 


In short, I would strongly advocate that any national (welfare) pension 
plan include all the present aged population, and that it be paid for on a pay- 
as-you-go basis, through taxes which will reflect immediately the real cost of 
such a plan. ven these tax rates will eventually rise, if our aged group becomes 
a large percentage of the working force, but the rise will not be nearly SO 
dramatic as the rise that is in store for the tax-payer under the proposed 
Canada Pension Plan. 


Faithfully yours, 
Donald Baillie, A.S.A. 


P.S. I shall be pleased if you will bring these thoughts to the attention of 
the Committee. 
DE; 
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THE SALVATION ARMY 
20 Albert Street — Toronto 1, Ontario 


November 27, 1964. 


Chairman of Parliamentary Committee 


to Study the Canadian Pension Bill, 


Parliament Buildings, 
Ottawa, Ontario. 


Dear Sir: 
May we please enquire if there is or will be provision in the Canada 
Pension Act—Bill 136 for Canadian citizens employed outside of Canada. 


The Salvation Army in Canada has a number of Officers serving overseas 
in Great Britain, Germany, in various African countries and in a number of 
Asian countries. These Officers will, undoubtedly, return to Canada at some time 
and quite definitely when they reach the age of retirement. 


Under what conditions would contributions be received from the Officers 
themselves, and/or from The Salvation Army in Canada? 


If this letter has not been directed to the proper Government Department, 
it would be appreciated if you will kindly forward it. 


Yours sincerely, 


(S) (Robt. Watt) 
Colonel 
Financial Secretary 


MINISTRY TRANSPORT 


Representation 
_ Canada Pension Plan Committee Proposed Annuity 
Parliament Buildings Credit from Minister of Transport, 
Ottawa Canada $2,350.00 


Lease 61544 Malton Airport 


Brief on the Right to Optional Credits and Retroactive Credits at 
inception of Plan January Ist, 1966 (proposed) 


It is presumed that a considerable number of individuals who will reach 
retirement age will contribute sums of money in various ways which have been 
direct contributions to Consolidated Revenue both directly and indirectly 
through pursuit and organization of specific life interests originally regarded as 
personal life interests. 

These interests in many cases were visioned for the pursuit of an active 
retirement between the age of 65 and 70 years. It is evident that pressure of 
progress is weighing against the appropriate completion of many of these 
personal interests, at least on a scale visioned by those of modest reserves within 
this age group. 

To many in Industrial pursuits under both trade craft and professional 
training background, it was anticipated even as late as the decade of the forties 
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that private enterprise would absorb at least 50% of those with appropriate 
background both in training and financial resources. The increased rate of 

absorption into consolidated economic pursuit has altered the personal concept 

and many will find it most appropriate and essential to lay aside some of the 

scope and reality of active continuity or change to specific initiative in lieu of 

security rights at 65, for the period at hand. 


It is presumed that the ratio of those enrolled in specific Pension plans and 
annuities will constitute approximately 50% of the retiring ranks for the period 
1965 to 1970. It is also presumed that many have previously planned an active 
and appropriate interest and right until attaining the age of 70 years. There 
probably exists at least some close reality between physical capacity, training 
and personal adaptation which previously forecast the participation of a greater 
number of individuals in active pursuits. Personal pressure and opinion is no 
doubt limiting this trend. 


A greater portion of all avenues of economic and social resources are 
absorbed in our pursuit to strengthen the standards of public welfare some 
resolute adjustments are hoped for in the transition period just ahead. Pre- 
vious representation has been made to investment in personal life interests 
considered and organized as retirement interests. It is obvious that the plan of 
mobilizing economic expansion by Income Tax contributions has added a great 
deal to such reserves as Industrial Bank resources. To date no positive plan has 
been organized to recognize the funneling of these resources to the purchasing 
resources of the individual who has retired from active initiative. 


It is visioned that the resources accumulated in self employment and 
optional interests have been equivalent in many cases to the joint vested 
interest of those enrolled in group pension plans. 


While there is every enthusiasm for an active pursuit beyond the retire- 
ment age of 65. Force of competition make it imperative that these optional 
rights and contributions be thoroughly recognized at this time. 


Type Application for Retirement Option Canada Pension Plan, January Ist, 


1966 
Fred Richardson Dated January 8th, 1965 
281 Hillmount Ave., Toronto 19, Ontario 
Professional Agrologist Signed Fred Richardson. 


ENABLING RECORD TO ONTARIO PENSION 
Fred Richardson, 281 Hillmount Ave., Toronto 19, Ont. 


Summary of Detail and Period Involved 


Professional Training: Ontario Agricultural College, University Toronto Degree | 
B.S.A., Graduate Studies Fellowship 1926-31 


1932 to 1947: Self Employment Family Agreement S.W.1./4 Lot 17 Concessio nn 
3 Westminster Twp. Personal interest $1,800.00 7 


1937: High School Superannuation Fund (2 yrs.) $150.00. 


1947-48: Agriculture—Civil Service Agriculture Poultry Nutrition, Plant 
Products Inspection Retirement credits withdrawn. a 
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bs 1948- 61: Production Elevator esietont Collective Labor Over 45 years. Agree- 
q ment Canada Malting Co. Ltd., 6 Bathurst St. Option Pension withdrawn. 


Toronto Income Tax payments $3,700.00. 
. 1948-65: New product Development 281 Hillmount Ave. 


- 1947: Sale of S.W.I/4 Lot 17 con. 3 Westminster Twp. Purchase Lot 156 Plan 
1766 Township of North York known as 281 Hillmount Ave., Toronto 19 
(separate summary previously submitted). 


1956-62: Operation of Her Majesty The Queens Toronto International Airport 
Property Lot 9 Concession 4 Toronto Twp. acquired as a personal interest 
for Professional interests and pursuit product development and cash crop 
production visioned as a thereafter year to year activity extending into 
retirement years, but unfortunately required for runway purposes by 
notice of Secretary of Department of Transport Nov. Ist., 1962. Claim for 
compensation as a maintenance service and rent and tax payments made to 
Department of Transport Malton Airport Managers and Real Estate Office 
also interest on operating agreement Re-finance Mortgage Canada Perma- 
nent Mortgage Corporation 320 Bay St. Toronto Mortgage Refinance No. 
75438T records previously submitted through Prime Ministers Office with 
claim for compensation for balance of moneys not recovered in operation 

| for maintenance service of land rendered during the course of agreement 
: as terminated. Parity price submission and Claim for a fair compensation 
for the period for the service rendered to Department of Transport as out-_ 
lined by agreement Lease Expropriation Lease No. 61544 as previously 
submitted and renewed to Dept. Transport. Claim January Ist., 1965. Cost 
plus 10% basis for social Equity Security, $2,300.00. Parity price to balance 
earnings for fair equity in security of Investment Stabilization, $1,900.00. 


Consolidated Total 


Of the amounts listed the Department of Transport received direct pay- 
ments to the extent claimed $2,300.00. It is further claimed that the $1,900.00 
Parity item is a fair security right for the operation as a sound economic right. 
The proportion of the Income Tax payments fairly available for Social Security 
adjustment is a matter of much speculation. The personal asset claimed in 
Family Estate I am willing to pledge as a part of the optional or portable 
retirement right at 65 on December 27th, 1965. I feel that this is a fair repre- 
sentation for the circumstances. It may now be advisable to accept a retirement 
at 65 settlement in view of the representation of fact which everyone is or 
has the challenge or pleasure to anticipate at this time. 
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Fred Richardson. 
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MINISTER OF FINANCE, REVENUE, HEALTH REPRESENTATION 
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Canada Pension Plan Committee Minister of Revenue $3,700.00 
Parliament Buildings Accumulated Income Tax payment 
ee ttawa Canada 


Brief on the Right to Optional Credits and Retroactive Credits at inception 
of Plan, January Ist, 1966 (proposed) 


It is presumed that a considerable number of individuals who will reach 
retirement age will contribute sums of money in various ways which have been 
direct contributions to Consolidated Revenue both directly and indirectly 
_ through pursuit and organization of specific life interests originally regarded 
_ as personal life interests. 
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These interests in many cases were visioned for the pursuit of an active 
retirement between the age of 65 and 70 years. It is evident that pressure of 
progress is weighing against the appropriate completion of many of these 
personal interests, at least on a scale visioned by those of modest reserves 
within this age group. 


To many in Industrial pursuits under both trade craft and professional 
training background, it was anticipated even as late as the decade of the forties 
that private enterprise would absorb at least 50% of those with appropriate 
background both in training and financial resources. The increased rate of 
absorption into consolidated economic pursuit has altered the personal concept 
and many will find it most appropriate and essential to lay aside some of the 
scope and reality of active continuity or change to specific initiative in lieu of 
security rights at 65, for the period at hand. 


It is presumed that the ratio of those enrolled in specific Pension plans 
and annuities will constitute approximately 50% of the retiring ranks for the 
period 1965 to 1970. It is also presumed that many have previously planned an 
active and appropriate interest and right until attaining the age of 70 years. 
There probably exists at least some close reality between physical capacity, 
training and personal adaptation which previously forecast the participation of 
a greater number of individuals in active pursuits. Personnal pressure and 
opinion is no doubt limiting this trend. 


A greater portion of all avenues of economic and social resources are 
absorbed in our pursuit to strengthen the standards of public welfare some 
resolute adjustments are hoped for in the transition period just ahead. Previous 
representation has been made to investment in personal life interests considered 
and organized as retirement interests. It is obvious that the plan of mobilizing 
economic expansion by Income Tax contributions has added a great deal to 
such reserves as Industrial Bank resources. To date no positive plan has been 
organized to recognize the funneling of these resources to the purchasing 
resources of the individual who has retired from active initiative. 


It is visioned that the resources accumulated in self employment and 
optional interests have been equivalent in many cases to the joint vested \ 
interest of those enrolled in group pension plans. ; 


While there is every enthusiasm for an active pursuit beyond the retire- _ 
ment age of 65. Force of competition make it imperative that these optional 
rights and contributions be thoroughly recognized at this time. 
Type: Application discussion for Retirement Option Canada Pension Plan, 2 

January Ist, 1966. 


Fred Richardson Dated Jan. 8th, 1985. 
281 Hillmount Ave. 

Toronto 19, Ont. 

Professional Agrologist Signed Fred Richardson 


tr 


CANADA PENSION PLAN 2001 
Personal Records Fred Richardson 


Summary of Detail and Period Involved 


Professional Training: Ontario Agricultural College, University Toronto Degree 
B.S.A., Graduate Studies Fellowship 1926-31 


1932 to 1947: Self Employment Family Agreement S.W.I./4 Lot 17 Concession 
3 Westminster Twp. Personal interest $1,800.00 


1937: High School Superannuation Fund (2 yrs.) $150.00. 


1947-48: Agriculture—Civil Service Agriculture Poultry Nutrition, Plant 
Products Inspection Retirement credits withdrawn. 


1948-61: Production Elevator Assistant Collective Labor Over 45 years. Agree- 
ment Canada Malting Co. Ltd., 6 Bathurst St. Option Pension withdrawn. 
Toronto Income Tax payments $3,700.00. 


1948-65: New product Development 281 Hillmount Ave. 


1947: Sale of S.W.I/4 Lot 17 con. 3 Westminster Twp. Purchase Lot 156 Plan 
1766 Township of North York known as 281 Hillmount Ave., Toronto 19 
(separate summary previously submitted). 


1956-62: Operation of Her Majesty The Queens Toronto International Airport 
Property Lot 9 Concession 4 Toronto Twp. acquired as a personal interest 
for Professional interests of product development and cash crop 
production visioned as a thereafter year to year activity extending into 
retirement years, but unfortunately required for runway purposes by 
notice of Secretary of Department of Transport Nov. Ist., 1962. Claim for 
compensation as a maintenance service and rent and tax payments made to 
Department of Transport Malton Airport Managers and Real Estate Office 
also interest on operating agreement Re-finance Mortgage Canada Perma- 
nent Mortgage Corporation 320 Bay St. Toronto Mortgage Refinance No. 
75438T records previously submitted through Prime Ministers Office with 
claim for compensation for balance of moneys not recovered in operation 
for maintenance service of land rendered during the course of agreement 
as terminated. Parity price submission and Claim for a fair compensation 
for the period for the service rendered to Department of Transport as out- 
lined by agreement Lease Expropriation Lease No. 61544 as previously 
submitted and renewed to Dept. Transport. Claim January Ist., 1965. Cost 
plus 10% basis for social Equity Security, $2,300.00. Parity price to balance 
earnings for fair equity in security of Investment Stabilization, $1,900.00. 


Consolidated Total 


Of the amounts listed the Department of Transport received direct pay- 
ments to the extent claimed $2,300.00. It is further claimed that the $1,900.00 
Parity item is a fair security right for the operation as a sound economic right. 
The proportion of the Income Tax payments fairly available for Social Security 
adjustment is a matter of much speculation. The personal asset claimed in 
Family Estate I am willing to pledge as a part of the optional or portable 
retirement right at 65 on December 27th, 1965. I feel that this is a fair repre- 
sentation for the circumstances. It may now be advisable to accept a retirement 
at 65 settlement in view of the representation of fact which everyone is or 
has the challenge or pleasure to anticipate at this time. 


Fred Richardson. 
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LABOUR a 
to Attention Agriculture and Forestry 
representation (Stabilization) 


Canada Pension Plan Committee $1,990.00 

Parliament Buildings Personal Financing 

Ottawa Canada Parity Price Deficiency toward Annuity 
Interest 


Payments on Mortgage Finance Period 
June 1956 to Nov. 1, 1962 


Brief on the Right to Optional Credits and Retroactive Credits at inception 
of Plan, January lst, 1966 (proposed) 


It is presumed that a considerable number of individuals who will reach 
retirement age will contribute sums of money in various ways which have been 
direct contributions to Consolidated Revenue both directly and indirectly 
through pursuit and organization of specific life interests originally regarded 
as personal life interests. 


These interests in many cases were visioned for the pursuit of an active 
retirement between the age of 65 and 70 years. It is evident that pressure of 
progress is weighing against the appropriate completion of many of these 
personal interests, at least on a scale visioned by those of modest reserves 
within this age group. 


To many in Industrial pursuits under both trade craft and professional 
training background, it was anticipated even as late as the decade of the forties 
that private enterprise would absorb at least 50% of those with appropriate | 
background both in training and financial resources. The increased rate of — 
absorption into consolidated economic pursuit has altered the personal concept : 
and many will find it most appropriate and essential to lay aside some of the © 
scope and reality of active continuity or change to specific initiative in lieu of 4 
security rights at 65, for the period at hand. % 


It is presumed that the ratio of those enrolled in specific Pension plans — 
and annuities will constitute approximately 50% of the retiring ranks for the © 
period 1965 to 1970. It is also presumed that many have previously planned an — 
active and appropriate interest and right until attaining the age of 70 years. — 
There probably exists at least some close reality between physical capacity, — 
training and personal adaptation which previously forecast the participation of 
a greater number of individuals in active pursuits. Personnal pressure and 
opinion is no doubt limiting this trend. q 


A greater portion of all avenues of economic and social resources are 
absorbed in our pursuit to strengthen the standards of public welfare some 
resolute adjustments are hoped for in the transition period just ahead. Previous © 
representation has been made to investment in personal life interests considered — 
and organized as retirement interests. It is obvious that the plan of mobilizing 
economic expansion by Income Tax contributions has added a great deal to 
such reserves as Industrial Bank resources. To date no positive plan has bee 7 
organized to recognize the funneling of these resources to the purchasing 
resources of the individual who has retired from active initiative. 4 


It is visioned that the resources accumulated in self employment and 
optional interests have been equivalent in many cases to the joint vested 
interest of those enrolled in group pension plans. 
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While there is every enthusiasm for an active pursuit beyond the Patiees 
ment age of 65. Force of competition make it imperative that these optional 
3 rights and contributions be thoroughly recognized at this time. 


Type: Application discussion for Retirement Option Canada Pension Plan, 
a January Ist, 1966. 
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_ Fred Richardson Dated Jan. 8th, 1965. 
281 Hillmount Ave. 


} 


Toronto 19, Ont. 
_ Professional Agrologist Signed Fred Richardson 


Records Fred Richardson 


Summary of Detail and Period Involved 


Professional Training: Ontario Agricultural College, University Toronto Degree 
B.S.A., Graduate Studies Fellowship 1926-31 


1932 to 1947: Self Employment Family Agreement S.W.I./4 Lot 17 Concession 
3 Westminster Twp. Personal interest $1,800.00 


4 1937: High School Superannuation Fund (2 yrs.) $150.00. 


1947-48: Agriculture—Civil Service Agriculture Poultry Nutrition, Plant 
Products Inspection Retirement credits withdrawn. 


| 
ee ee ee 


1948-61: Production Elevator Assistant Collective Labor Over 45 years. Agree- 
ment Canada Malting Co. Ltd., 6 Bathurst St. Option Pension withdrawn. 
Toronto Income Tax payments $3,700.00. 


-1948- 65: New product Development 281 Hillmount Ave. 


1947: Sale of S.W.I/4 Lot 17 con. 3 Westminster Twp. Purchase Lot 156 Plan 
1766 Township of North York known as 281 Hillmount Ave., Toronto 19 
(separate summary previously submitted). 
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production visioned as a thereafter year to year activity extending into 
retirement years, but unfortunately required for runway purposes by 
notice of Secretary of Department of Transport Nov. Ist., 1962. Claim for 
compensation as a maintenance service and rent and tax payments made to 
Department of Transport Malton Airport Managers and Real Estate Office 
also interest on operating agreement Re-finance Mortgage Canada Perma- 
nent Mortgage Corporation 320 Bay St. Toronto Mortgage Refinance No. 
75438T records previously submitted through Prime Ministers Office with 
claim for compensation for balance of moneys not recovered in operation 
for maintenance service of land rendered during the course of agreement 
as terminated. Parity price submission and Claim for a fair compensation 
for the period for the service rendered to Department of Transport as out- 
lined by agreement Lease Expropriation Lease No. 61544 as previously 
submitted and renewed to Dept. Transport. Claim January Ist., 1965. Cost 
plus 10% basis for social Equity Security, $2,300.00. Parity price to balance 
earnings for fair equity in security of Investment Stabilization, $1,900.00. 
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Consolidated Total 


Of the amounts listed the Department of Transport received direct pay- 
ments to the extent claimed $2,300.00. It is further claimed that the $1,900.00 
Parity item is a fair security right for the operation as a sound economic right. 
The proportion of the Income Tax payments fairly available for Social Security 
adjustment is a matter of much speculation. The personal asset claimed in 
Family Estate I am willing to pledge as a part of the optional or portable 
retirement right at 65 on December 27th, 1965. I feel that this is a fair repre- 
sentation for the circumstances. It may now be advisable to accept a retirement 
at 65 settlement in view of the representation of fact which everyone is or 
has the challenge or pleasure to anticipate at this time. 


Fred Richardson. 


LABOUR AND SECRETARY OF STATE (detail) 


Trust Annuity or product development 


representation 
Canada Pension Plan Committee Personal (additional) 
Parliament Buildings Proposed Trust Adjustment added to 
Ottawa Canada Mortgage Agreement June 1966— 
$1,500.00 


(Life Insurance—Balance of Life In- 
terest agreement) Family Estate— 
records of agreement. 


Brief on the Right to Optional Credits and Retroactive Credits at inception 
of Plan, January lst, 1966 (proposed) 


It is presumed that a considerable number of individuals who will reach 
retirement age will contribute sums of money in various ways which have been 
direct contributions to Consolidated Revenue both directly and indirectly 
through pursuit and organization of specific life interests originally regardegy 
as personal life interests. é 

These interests in many cases were visioned for the pursuit of an activa 
retirement between the age of 65 and 70 years. It is evident that pressure of 
progress is weighing against the appropriate completion of many of these 
personal interests, at least on a scale visioned by those of modest reserves 
within this age group. 

To many in Industrial pursuits under both trade craft and professional 
training background, it was anticipated even as late as the decade of the forties 
that private enterprise would absorb at least 50% of those with appropriate 
background both in training and financial resources. The increased rate of 
absorption into consolidated economic pursuit has altered the personal concept 
and many will find it most appropriate and essential to lay aside some of the 
scope and reality of active continuity or change to specific initiative in lieu of 
security rights at 65, for the period at hand. 

It is presumed that the ratio of those enrolled in specific Pension plans 
and annuities will constitute approximately 50% of the retiring ranks for the 
period 1965 to 1970. It is also presumed that many have previously planned af 
active and appropriate interest and right until attaining the age of 70 years 
There probably exists at least some close reality between physical capacity 
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training and personal adaptation which previously forecast the participation of 
a greater number of individuals in active pursuits. Personnal pressure and 
opinion is no doubt limiting this trend. 

A greater portion of all avenues of economic and social resources are 
absorbed in our pursuit to strengthen the standards of public welfare some 
resolute adjustments are hoped for in the transition period just ahead. Previous 
representation has been made to investment in personal life interests considered 
and organized as retirement interests. It is obvious that the plan of mobilizing 
economic expansion by Income Tax contributions has added a great deal to 
such reserves as Industrial Bank resources. To date no positive plan has been 
organized to recognize the funneling of these resources to the purchasing 
resources of the individual who has retired from active initiative. 

It is visioned that the resources accumulated in self employment and 
optional interests have been equivalent in many cases to the joint vested 
interest of those enrolled in group pension plans. 

While there is every enthusiasm for an active pursuit beyond the retire- 
ment age of 65. Force of competition make it imperative that these optional 
rights and contributions be thoroughly recognized at this time. 

Type: Application discussion for Retirement Option Canada Pension Plan, 

January Ist, 1966. 


Fred Richardson Dated Jan. 8th, 1965. 
281 Hillmount Ave. 

Toronto 19, Ont. 

Professional Agrologist Signed Fred Richardson 


Records Fred Richardson 


Summary of Detail and Period Involved 


Professional Training: Ontario Agricultural College, University Toronto Degree 
B.S.A., Graduate Studies Fellowship 1926-31 


1932 to 1947: Self Employment Family Agreement S.W.I./4 Lot 17 Concession 
3 Westminster Twp. Personal interest $1,800.00 
1937: High School Superannuation Fund (2 yrs.) $150.00. 
1947-48: Agriculture—Civil Service Agriculture Poultry Nutrition, Plant 
Products Inspection Retirement credits withdrawn. 


| 1948-61: Production Elevator Assistant Collective Labor Over 45 years. Agree- 
ment Canada Malting Co. Ltd., 6 Bathurst St. Option Pension withdrawn. 
Toronto Income Tax payments $3,700.00. 


1948-65: New product Development 281 Hillmount Ave. 


| 1947: Sale of S.W.1/4 Lot 17 con. 3 Westminster Twp. Purchase Lot 156 Plan 
1766 Township of North York known as 281 Hillmount Ave., Toronto 19 
(separate summary previously submitted). 


| 1956-62: Operation of Her Majesty The Queens Toronto International Airport 
| Property Lot 9 Concession 4 Toronto Twp. acquired as a personal interest 

for Professional interests of product development and cash crop 
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production visioned as a thereafter year to year activity extending into 
retirement years, but unfortunately required for runway purposes by 
notice of Secretary of Department of Transport Nov. lIst., 1962. Claim for 
compensation as a maintenance service and rent and tax payments made to 
Department of Transport Malton Airport Managers and Real Estate Office 
also interest on operating agreement Re-finance Mortgage Canada Perma- 
nent Mortgage Corporation 320 Bay St. Toronto Mortgage Refinance No. 
75438T records previously submitted through Prime Ministers Office with 
claim for compensation for balance of moneys not recovered in operation 
for maintenance service of land rendered during the course of agreement 
as terminated. Parity price submission and Claim for a fair compensation 
for the period for the service rendered to Department of Transport as out- 
lined by agreement Lease Expropriation Lease No. 61544 as previously 
submitted and renewed to Dept. Transport. Claim J anuary Ilst., 1965. Cost 
plus 10% basis for social Equity Security, $2,300.00. Parity price to balance 
earnings for fair equity in security of Investment Stabilization, $1,900.00. 


Consolidated Total 


Of the amounts listed the Department of Transport received direct pay- 
ments to the extent claimed $2,300.00. It is further claimed that the $1,900.00 
Parity item is a fair security right for the operation as a sound economic right. 
The proportion of the Income Tax payments fairly available for Social Security 
adjustment is a matter of much speculation. The personal asset claimed in 
Family Estate I am willing to pledge as a part of the optional or portable 
retirement right at 65 on December 27th, 1965. I feel that this is a fair repre- 
sentation for the circumstances. It may now be advisable to accept a retirement 
at 65 settlement in view of the representation of fact which everyone is or. 
has the challenge or pleasure to anticipate at this time. 


Fred Richardson. } 


376 Piccadilly Ave., Ottawa, Ont. 
Senate-Common’s Committee—Pensions 


Gentlemen: 


With the new pension plan being adopted by the Liberal Government, I 
am worrying that a further deduction will be taken from our low civil service © 
widows pension. Did you know that there are 4000 widows of former civil. 
servants on pensions less than $55.00 a month. We received an increase of 12%. 
in 1957 from the conservative government the only increase since 1941 never 
any assistance from the Liberal government. I would like to see the pension 
equal.to the old age pension $75.00 a month. I am not entitled to that pension 
yet. I will state my case. My husband died on July 25, 1941 at 46, he was in 
the same department P.O. for 27 years, grade 4 in 1941, a widow had to pay 
income tex on the whole of the accumulated amount of superannuation amount 
was $3,999.00 the income paid on that one cheque was $820.00 in 1941. I also 
paid succession duty, funeral, lawyer fees the annuity was returned to the 
estate. After everything was paid up I had to live on a pension $42.66 a month 
now in 1965 it is $52.51 that is counting for hospitalization plan. a 


A grade 4 widow’s pension is $190.00 a month now. I would like mi 
brought up to $65.00 or $75.00 a month then I wouldn’t have to worry about 
the last week in the month. J 
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: The war widows have had 4 increases since 1958 mother’s allowance is 

; $85. 00 a month, a minister’s widow gets $75.00 a month. 

: Please do not let them deduct any more from our pensions. 

a My husband was James Alexander Macdonald of the Post Office Depart- 
ment. Died at 397 Nepean St., Ottawa. My name is Margaret Evelyn Macdonald, 

376 Piccadilly Ave. No. 1594 Superannuation. Thanking you in advance for 
investigating for the widows. 
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(now.4335)—4407 Torquay Drive, Victoria, British Columbia 


) Wed. Dec. 16th, 1964. 
Lo: 
- The Secretary, 
Joint Senate-House of Commons Committee on the 
Canada Pension Plan 
House of Commons, Ottawa, Ontario. 
Dears Sirs, 
The enclosed list of names are from people in Victoria, B.C. who have 
been reading the official report of Wednesday, November 18, 1964, of the 
. House of Common’s Debates. 
I myself have added my name to this list. 
1 A lot of people expect the full $75.00 pension at 65 years, this seems to 
_be taken for granted by the people as it was definitely given in the Liberal’s 
promise at this last election. 
4 The pension for those over 70 years should now definitely be fully port- 
able, and Not partial, for those who need to join relatives in U.S.A. or England 
‘ etc. in the eventide of their life—same as other countries, people should Not 
y be deprived of their rightful pension at that age and it is full time that this 
4 hardship on old people, this cruel hardship should now cease. 


I remain 
Yours faithfully, 


Mrs. G. Steele. 


Sunday, December 13/64 


The names on this list are of people of the 65 and over 70 years group 
_ who are anxious about the full portability of the old age pension and payment 
of $75.00 at age 65 years. 
“A ' Mr. and Mrs. G. E. Fountain, 1610 Blair Ave., Victoria; Rev. M. Nennan, 
W712 Yates St.; Mrs. Violet Stofer, 712 Yates St.; R. Harris, Panama Cafe, 
_ Government St. Vactorial be. Cl Murray, 767 Sinkleas Ave. Mrs. C. L. 
Murray, 767 Sinkleas Ave.; Mrs. Florence Hall, 1500 Fort St., Victoria; R. 
-Smardon, 446 Moss St., Victoria: Edith I. Smardon, 446 Moss St., Victoria: 
Mary A. Sharp, 1150 McCleere St., Victoria; C. A. Barkhouse, 2875 Glen Lake 
Road: H. F. Orchard, 3025 Pandora Ave.; D. Harris, 5792 Old West Road; M. 
a Reynolds, 1489 Fort St.; G. Steele, (late of 4407 Torquay Drive, Victoria, 
BA. (now) 4335 Torquay Drive, Victoria, B.C.; Eileen B. Bastone, 1728 Ken- 
nore Road, Victoria, B.C.; Laura K. Bastone, 4335 Torquay Drive, Victoria, B.C. 
a 21767—53 
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1390 Transit Road, Victoria, B.C. 
November 23, 1964. 


Right Honourable L. B. Pearson, 
Prime Minister of Canada, 
Ottawa, Ontario. 


Right Honourable Sir,— 


Collectively and individually retired civil servants are justified in resenting 
your recent refusal to grant them increased pensions. Proud to have served 
in the Federal Civil Service for forty years, and just as proud to be a retired 
one for seven years, I voice this opinion in protest to your decision and the 
reasons for it. 


When persons become civil servants the privilege to contribute to The 
Superannuation Fund is part of the employment contract. They expect it to 
provide for future years, and if individuals consider it insufficient, an additional 
amount may be provided, within means, by contracting other available sources, 
thus providing a satisfactory security. The Superannuation Act is a good one; 
the problem is that the sum provided in to-day’s coin is a diminished dollar. 
What was adequate at the time of the contract is to-day inadequate. It was 
paid for in “dollars” so the employees expect “dollars” in return. Surely you 
do not need to be told that the sum expected has not the same purchasing power 
as when contracted for. 


You suggest, quite wrongly, that the Old Age Security Pension is something 
to help the retired civil servant. Not at all, Sir; all persons irrespective of 
private pension systems, or personally provided for security, on qualifying and 
applying, receive Old Age Security Pension. The civil servant contributes 
to this through Income Tax. It is paid at age seventy; if it were paid to a 
civil servant at age 65, then that would be a “special concession”. : 


You also suggest, Sir,—quote from your letter dated Nov. 10, 1964,—_ 
“As well as other measures taken by the provinces to meet the situation of 
those in need.” Do you suggest that having purchased an income under a 
satisfactory Superannuation Act, that a civil servant should be so stripped by © 
the “diminishing dollar” as to have to apply for welfare assistance? Truly,@ 
it could come to that, but one would hardly think so when he has a tangible > 
asset in $1 billion, $900 million dollars which he has helped to accumulate — 
in his working days. 


When our dedicated, and they are in every sense of the word, members of 
parliament were voted handsome increases, the privilege of other measures of 
assistance could have been extended to them, so there was no need for im- 
proved stipends. 


True, current civil servants retiring, naturally, due to economic changes, | 
receive higher pensions. A cyclical amendment to the Superannuation Act 
would forstall continual reoccurrence of the present problem. However, Sir, 
do you consider a recent retiree more valuable than one already retired for 
some years? A quick example in approximate figures, is a clerk grade 4. An 
employee in this grade retired in 1945, having 35 year’s service, received $112 
per month,—the other receives $280 per month. True, there was an inadequate 


improvement made by the Pensions Adjustment Act of 1958. Along the line 


gradually salaries increased, thus providing better bases, but far from the 
present day salaries. ‘‘Parity” is the only just solution here. | 


Government continually emphasizes that the Superannuation Act is actuar- 
ially unsound. This is questionable. The basis for this statement is complex. 
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However, granting acceptance, is it not government duty to ensure that it is 

_made actuarially sound by suitable amendments? Perhaps it requires increased 
rates of contributions? It would seem so. If pensions may be bought at the 
same rate to-day as formerly, it is about the only thing that has not increased 
in cost. Furthermore, besides the increase in the cost-of-living, Sir, you also 
have to note that “standard-of-living” has gone up, and I respectively suggest 
to you, Sir, that all Canadians, old and young, are entitled to share in this 
better way of life. Your Old Age Security Pension is the bullwark here. 


Would you expect, Sir, that veterans of the first world war, who were 
granted $60, or so, per month pension should still receive the same? True, 
Canadian taxpayers want veterans to have the very best pensions the citizens 
can possibly grant,—but in the case of civil servants, the taxpayer plays no 
part, for they have an adequate asset on hand in their own fund. They ask 
nothing on compassionate grounds. If government has not paid in all its 
contributions, such as those on recent salary increases, or interest credits, 
that you must agree is a serious matter. I refer you to the Glassco Report. 


The foregoing, and much more, very much more, could be written on the 
subject of pension increases for retired civil servants, but this is sufficient to 
allow me to register a protest to a decision so falsely based. I might say, that 
not long ago Mr. Pickersgill expressed in parliament the same sentiments 
contained in your letter. It seems, he also, thinks his constituents who were not 
federal civil servants, would be discriminated against. He too, should seek to 
be better informed. 


The “reflection” you recommend has not served to convince superannuates 
of the rightness of your decision, but has rather stimulated their efforts to 
improve pensions; and for this, who else should be looked to, but The Prime 
Minister of Canada and his government. 


I am, Sir, 
Yours respectfully, 
(Miss) Mary T. Roberts. 


727 Westmoreland Crescent North Vancouver, B.C. 


December 8th, 1964. 
House of Commons and Senate Committee 
on the Canada Pension Plan 
' Ottawa, Canada 


irs: 

| We reacted with utter shock and disbelief, as we are certain every other 
. Canadian citizen reacted, who is truly concerned with the problems of all of 
our handicapped citizens, and who honestly believe in the principles of equal 
rights and privileges for each and every citizen, to the official pronouncement 
in the Press of the Government’s proposed new pension scheme. 


The Federal Government has recognized its responsibility to and taken a 
realistic stand in respect to the needs of the Veteran handicapped, while 
demonstrating a callous indifference to the same needs of our civilian handi- 
capped. | 
The great disparity in treatment between these two groups of our citizens, 
the Government now proposes to widen even further. 
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Let us briefly state the comparison based on information obtained from 
the D.V.A. and individual veterans in receipt of allowances. A blinded or 
visually handicapped veteran, receives a disability allowance proportionate 
to and based on the degree of physical disability, subject ONLY to a medical 
assessment, subject to no financial means test of any kind or ceiling placed 
on any possible additional earnings. The basic full disability allowance for 
veterans of $75.00 per month for a single person has been steadily increased 
over the past twenty years because of the civilian cost of living index rise, to 
the present $180.00 per month. In addition, the blinded veteran can apply for 
the attendance allowance, a minimum of $40.00 up to $150.00 per month, again 
the sole condition being his physical need. A married veteran in addition to the 
above, receives $60.00 per month for his wife; $27.00 for 1 child; $20.00 for 
the 2nd child and $16.00 for each additional child. The new regulations will 
add an across the board increase to the above veteran allowances of 10%, 
with provisions for an upward revision every two years. 

In contrast to this, the Federal Government is offering to the civilian 
blinded (only those in receipt of the Federal Blindness Allowance), an increase 
of 1/100%!! or 75¢ per month, effective in three years, 1968, and then only 
if the cost of living index has risen 1%, with a maximum raise of $1.50 per 
month regardless of how high the cost of living index rises! Surely this can 
only be construed as a cruel, sadistic joke on one section of our citizens, and 
is an incredible and completely incomprehensible act on the part of our senior 
governing body. 

Furthermore, in the application of the Means Test, pensions and allowances — 
are considered as income; those in receipt of even the minimum $75.00 per 
month would be subject to the Compulsory Contributory Pension Plan. What : 
of the individual who is unemployed and whose sole income is his pension, is j 
he classed as self-employed? Is he therefore required to contribute the full 
3.6%? His pension, instead of being increased, will, in fact, be reduced by the 4 
amount of his compulsory contribution. 

It is obvious that the Federal Government, in granting the above veterans’ 
allowances, considers, and indeed, acknowledges that these amounts are neces- 4 
sary to maintain a person on a basic minimum standard of living. 4 

Now let us examine and compare the situation of a blinded civilian brother : 
or neighbour. The civilian handicapped are, at present, dumped into the discard © 
bin along with the aged and retired. To be eligible, a civilian must be medically 
certified as totally blinded (less than 10% vision with correction in the best. 
eye), no proportionate pension for loss of one eye, etc., subject to a veryg 
stringent financial Means Test. ; 

For single pension—maximum Federal Allowances—$75.00 per month, ~ 
plus Provincial Grant of $24.00 per month, a total of $99.00 per month. N 0 
attendance allowance of any kind. NaS ara permissible value of ALL real 
property—$500.00; maximum permissible income from all sources, including 
_ pension—$125.00 per month. NOTE: Please refer back to single veterans 
allowances. 

Married civilian blinded—same medical requirements as above, and finan 
cial Means Test. Maximum Federal Allowances—$75. 00 per month; Provincial 
Grant—$24.00 per month—Total maximum allowances—$99.00 per month. No 
allowance for wife—no allowance for one or a dozen children. Maxim m 
permissible value of joint real property—$1,000.00. Maximum permissable in- 
come from all sources, including wife’s earnings etc., and including pension— 
$215.00 per month. (Again refer back to and compare married veterans cash 
allowances plus limitless potential added income!!) ‘a 

We are certain you will agree that the primary purpose and moral jus fi- 
cation for any blind allowance is: by recompensing a blinded person for the 


loss of his sight, an attempt to equalize, in an economic sense, the possibu a 
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competing in our private enterprise society, not to force him to exist at a sub 
sub-normal level as a perpetual charity case at the expense of the Public or as 
a sponge and parasite living on the earnings of his wife or family. 

From the above figures it is apparent that no restrictions are placed in the 
_ way of the blinded veteran from bettering his position and to be a contributor 
to the benefit of society as a whole. Surely it could only be to everyone’s advan- 
_ tage to place the civilian blinded in this same position by—(a) removing the 
financial means test from the civilian blinded and (b) by raising the civilian 
blinded allowance to the same level as the veteran’s. 

On what grounds can any government, which proudly and loudly proclaims 
_ to the rest of the world that it is a government for and by the people, with 
- equal opportunity and treatment for each and every citizen, possibly defend or 
_ justify this obvious discrimination? Moral? Humanitarian? 
If the considerations are financial, may we point out that every tax dollar 
spent on such pensions, goes right back into the general economy of the 
country, helping to keep the wheels of production turning. We would also sug- 
gest that a uniform pension scheme, encompassing all veteran and civilian. 
_ disabled, administered by a single Federal Agency, would greatly simplify the 
administration. The ensuing reduction in duplication of Federal and Provincial 
_ costs etc., would result in a very large savings. These savings would then be 
available for direct application for the badly needed benefits of our disabled 

citizens. 

We are, of course, aware of the ready reply —‘“The veteran sacrificed him- 
self in the service of his country and his country therefore owes him some- 
thing.’’ Need we remind you, gentlemen, that in both world wars total mobiliza- 
_ tion of manpower was effected? The Government determined when and where 
- every citizen was to serve his country, in the armed services or in industry, and 
many of us volunteered to serve our country on active duty, but, because of 
some physical defect or because the government decided we could serve better 
_ ina civilian capacity, we were not permited to do so. Need you also be reminded 
that without these non-military services, there would have been no Army, Navy 
-or Air Force, and that many civilians became disabled, blinded and even lost 
_ their lives in the performance of these non-military services to our country. Are 
_ our civilian handicapped and blinded not then also entitled to equal concern and 
privileges? 
i No, gentlemen, there is no legitimate grounds to justify this great disparity, 
i and until it is rectified, all our country’s claims of Democracy and Equality 
are a sham and an hypocrisy, and will continue to be to the discredit and same | 
- of each and every member of our present Parliament and Government. We are 
_ all aware of the rapidly awakening and changing humanitarian and social cons- 
-ciousness and responsibility in the entire world. It should be self-evident that 
_ to-day, (20 years after the war), the needs and costs and problems of everyday 
living are the same for all categories of handicapped, civilian and veteran. You, 
_ the Government, may choose to ignore the plight of the “civilian” handicapped, 
_ but be assured that their cries will not be stilled, but joined by ever increasing 
numbers of citizens with a consciousness and sincere compassion and concern 
_ for their more unfortunate neighbours, will magnify, eventually disturbing even 
your sleep. 
tg In conclusion we sincerely hope that you will give this your most serious 
_ consideration and reappraisal, to what we consider a badly needed and just 
_ demand. 


Respectfully submitted, 
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John Cheadric, for 
THE ACTION COMMITTEE FOR THE 
ADVANCEMENT OF THE BLINDED 


per Norma McGuire, 
Acting Secretary 
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CAMPBELL, LAWLESS & PUNCHARD 


Chartered Accountants 
159 Bay Street, Toronto 1 


January 5, 1965. 


Mr. Maxime Guitard, 


Clerk of the Special Joint Committee 
of the Senate and of The House of Commons, 


Ottawa, Ontario. 


Dear Sir: 


I have followed the progress of the Canada Pension Plan from the inception 
of the idea and have read the proceedings of the joint committee with a 
great deal of interest. I am sorry that it did not occur to me until yesterday that 
I should put my thoughts in writing to the joint committee and on the urging 
of some friends I have agreed to do so as a private citizen. 


During my professional practice extending back to 1937 I have observed 
the progress of the growing complexities of doing business particularly in the 
areas of taxation and I have sometimes become alarmed that so little concern 
seemed to be shown for the record keeping and accounting problems that have 
been heaped on business in trying to cope with government ordained pro- 
cedures and information requirements. In my view this has become a very 
serious situation particularly for the medium and small sized businesses who 
cannot afford to employ the skilled personnel needed. 


I have become fearful that the average small business man will have 
great difficulty in complying with the contribution collection and record keeping — 
procedures which it appears it is the intention of the government to impose. | 
Many businesses pay wages a week in arrears now because of the problems of © 
making up a payroll with multiple deductions and I could visualize payrolls : 
being backed up another day or maybe more by the complexities of the Canada — 
Pension Plan contribution deduction procedures. It occurred to me that the ; 
Canada Pension Plan presented the federal government with a wonderful op- © 
portunity to reverse this alarming trend. I thought last March when I was > 
studying Bill C-75 why would it not be possible to merge the collection of 
income taxes and pension contributions?—Why could not the federal govern- 
ment gain the undying gratitude of businessmen by putting in the Canada 
Pension Plan in such a way that employers would not be involved in a tre- 
mendous amount of additional record keeping and administrative procedures? 


The more I thought about it the more I became convinced that such would be — 
practical. 


I think that a tremendous amount of additional payroll administration 
work by employers could be avoided if the collection systems for income tax 
and pension deductions were to be based on composite payroll deduction tables, 
including in one amount for each pay bracket, a deduction to cover personal 
income tax, old age security tax and Canada Pension Plan contributions. A 
modified concept of the settlement of the liabilities to government also would 
be required 


Canada Pension Plan contributions are geared to individual’s earnings 
in each calendar year and, in much the same manner as income tax, each year 
is to be dealt with separately without relationship to earlier or later years. 
employee contributor will have any serious concern during a year as to dif- 
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ferent amounts included in the total pay deductions which would be merged 
in such composite tables. He will be satisfied when he prepares his personal 
income tax returns, which would also include the computation of his pension 
contributions, to see the amount of his income tax for the year, the amount 
of his pension contributions for the year, and the total amount withheld from 
his pay on account of his total liability for both tax and pension contribution 
together. He will have no concern as to how much of the balance payable by 
him or of a refund due to him is made up of income tax and how much pension 
contributions. He will be perfectly satisfied if the government chooses to merge 
the settlement of these accounts. Conceivably, he would be pleased to have the 
full record of both his tax and pension contributions related to his income con- 
tained in a copy of his personal income tax return. If he knew that his pay 
was not going to be backed up another day he would be delighted. 


From an employer’s standpoint virtually no additional procedure would 
be required from him except once a year upon preparation of his annual return 
of salary and wages. The employer too will be delighted to avoid additional 
payroll operations. The use of composite payroll deduction tables per se how- 
ever, would not provide employers with an easy way of determining employer 
contributions month by month during the year if such must be precisely com- 
puted. I believe that this difficulty can be avoided by a system of monthly 
interim payments on account. 


Monthly interim payments could be made on an estimated basis in a 
manner similar to the system of making interim payments in respect of corpor- 
ate income tax or on some flat rate basis. To enable the greatest simplicity of 
operations I would suggest that a single flat employer contribution rate be 
established to be applied by each employer each month to the total of all 
salaries and wages paid by him to persons in pensionable employment, ex- 
cluding from such total only such amounts as are in excess of pay rates which 
are the pay period equivalent of the year’s maximum pensionable earnings. 
This flat rate would be struck at such a level as would provide the Canada 
Pension Plan Fund from all employers together with approximately the same 
amount of revenue for the month as the total of all employee contributions to- 
gether. I would guess that 14% would provide more than the employee contri- 
butions. 


While there is merit from the standpoint of simplicity in a system which 
would require such a single flat employer contribution rate without any subse- 
quent adjustment, it is appreciated that the incidence of such would fall more 
heavily on the employers of persons in predominantly low pay occupations 
which would make is unacceptable. I am, therefore, suggesting that the pro- 
posed flat rate would be used at interim dates throughout the year for the 
_ purpose only of computing the employer’s monthly remittances which would be 
applied on account of the year’s total employer contribution liability. The em- 
_ ployer’s actual liability for the year would then be computed at the time he 
prepares his annual return of salaries and wages. One additional box only 
would be provided in the T4 return in which would be recorded an amount 
' which is the excess of the individual employee’s pensionable earnings for the 
year over the year’s basic exemption. These amounts for all employees would 
be totalled, the total inserted on the T4 Summary and the employer’s actual 
liability for the year would then be computed at 1.8% of such total. This would 
yield the Canada Pension Plan Fund exactly the same amount as under the de- 
tail deduction procedures which are apparently now proposed. Any differences 
between the employer’s actual liability so computed and the total of his monthly 
remittances in respect thereof would be settled when filing his annual return, 
either by the employer remitting a deficiency or by the Department of National 
Revenue refunding an overpayment. 
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This collection system will cause employers very little additional payroll 
administration, viz, 13 computations a year, the issuance of 12 or 13 additional 
cheques a year and the insertion of one additional figure per employee in the 
annual return of salaries and wages; in contrast to the heavy additional cost 
to employers of full accounting for pension contributions month by month 
for every employee. The methods apparently proposed by the Department 
will take as much extra time as is now required to account for income tax 
deductions. This suggestion would enable employers to deal with Canada Pen- 
sion Plan contributions with virtually no extra cost. 


The system suggested should also be simpler for the Department of 
National Revenue. The Department would not be required to settle separately 
from income tax accounts, their accounts with individual Canada Pension 
Plan contributors. From a mechanical standpoint the employee contributions 
would simply be an additional levy, like the Old Age Security tax, to be com- 
puted on the basis of annual personal income tax returns. Combined accounts 
for income tax and pension contributions would then be assessed and settled 
just as income tax is now settled. 


The monthly collection of combined income taxes and employee contri- 
butions would be allocated for the purposes of government accounts on an 
arbitrary basis during the year and such interim allocation would then be 
adjusted the next year when personal income tax returns have been processed. 


' The Record of Earnings would be prepared from the employers’ annual 
returns of salaries and wages and the amount of an individual’s Canada Pen- 
sion Plan contribution for the year, if such datum is needed, would be recorded | 
for the purposes of the Record of Earnings, in the amount required by the — 
statute determined by computation rather than by the elaborately detailed © 
process of accounting for very little bit of deduction made each pay period — 
through to a total reported on the T4, which total in any case would have © 
to be checked. q 


I am deeply concerned that every possible effort will be made to enable j 
simplified administration in employers’ offices. I believe that if the concept of © 
composite payroll deduction tables is established in the context of income taxes | 
and the Canada Pension Plan contributions, it will provide the basis for fur- © 
ther simplification in future with respect to other government operated con- 
tributory insurance schemes. j 


No doubt at least some of the ideas expressed here have been thought q 
of by the officials of The Department of National Revenue but as I did not see 
much evidence in the proceedings of this kind of thinking, I thought it would 
not do any harm if I set out my thoughts. I submit them with great respect. 


Yours very truly, a 
(Sgd.) F. W. D. Campbell 


OPEN LETTER TO THE CHAIRMAN OF THE COMMITTEE ON THE 
MERGER OF THE PUBLIC SERVICE SUPERANNUATION ACT _ 
WITH THE CANADA PENSION PLAN 


The rank and file of government Civil Servants have been lulled into a 
sense of false security by the attached article, clipped from the December 
issue of Argus, dealing with a proposed merger of funds from the Public 
Service superannuation Act with the Civil Service Contributions to the Canadé 
Pension Plan. This article is both misleading and deceptive. a 
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The statistics on which it is based (page 2) give the benefits of a civil 


servant under the present Superannuation Act and compared them with the 


benefits to be derived from the combined Superannuation Act and the Canada 
Pension Plan. Naturally no matter how you juggle these figures the Civil 
Servant comes out ahead. 


The proper basis for comparison of the proposed set up is the benefit the 


- Civil Servant would receive under the present Superannuation Plan Plus the 


set sum he would receive in a year from the present C.P.P. as compared with 
the amount he would receive from the proposed merger. 


If you will ascertain from the officials of the C.P.P. what the yearly sum 
a civil servant would be entitled to at age 65 and add this figure to Item 6 of 
the statistical table on page 2 of the article, I think you will be unpleasantly 
surprised to find that rather than gaining from the proposed merger lower 
paid civil servants stand to take a decided loss. 


When the Federal Government first announced the proposed C.P.P. with 
its set benefit to all Canadians regardless of salary level, certain senior officials 
in the Government Service were highly incensed. They felt they should get 
a larger share of the pension dollar and the lower paid civil servants cor- 
respondingly less. This proposed merger of the two plans is apparently their 
endeavour to administer the C.P.P. funds on a percentage basis. Under this 
plan the proposed 2% portion of the C.P.P. funds, based as it is on a cor- | 
responding much lower salary level, will result in the junior civil servant 


4 receiving only a fraction of what he would receive under the present govern- 
- ment set up. On the other hand the senior civil servants portion of the C.P.P. 


ea en 


funds, based as it would be on proportionately higher salary levels will prob- 
ably exceed considerably what they would be entitled to under the present 
c.P Po plan. 


The larger pension payment to senior civil servants would entail more 
funds in the C.P.P. pot, so to meet the deficit and make the fund actuarially 
sound they intend to transfer a portion of the benefits of the Civil Service 


Superannuation Act fund to the C.P.P. fund. 


This will mean that not only will the junior civil servant receive sub- 


i stantially less as a benefit from the C.P.P., but the benefits which are his under 


_ the C.S. Superannuation Act will also be cut from 2% to 14. The moguls of 
_ the Civil Service will indeed be a privileged class drawing a C.P.P. allowance 
- much larger than any other group in Canada. 


iy 


Once the funds of the two acts are merged a Civil Servant will have no 


Q ‘means of knowing what he is receiving under the C.P.P. and the swindle will 


be complete. 
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283 Somerset St. West, Apt. No. 2., 


I would earnestly and sincerely urge you to do everything you possibly 


can to prevent this proposed bill from becoming law in Canada, as it would 
_ represent a grave injustice to thousands of junior civil servants both now and 
_ for many years to come. 


Yours very truly, 
(S) (Miss) M. E. Campbell. 


& 


_ OTTAWA, Ontario. 
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MR. M. GUITARD CLERK TO THE SPECIAL JOINT COMMITTEE OF 
THE SENATE AND HOUSE OF COMMONS OF THE CANADA 


PENSION PLAN 
House of Commons, Ottawa, Ont. 


We understand that your committee has received a submission from the 
united fishermen and allied workers union of British Columbia in which they 
propose that for the purposes of the Canada pension plan fishermen should 
be regarded as employees of the person to whom they sell their fish. The mem- 
bers of this association wish to go on record as strongly opposing this proposal. 
Fishermen are not employees of the persons to whom they sell their fish. There- 
fore they are correctly covered by those special sections of Bill C-136 dealing 
with farmers fishermen and other self employed persons. We would welcome 
the opportunity to present to you in greater detail our reasons for regarding 
and treating fishermen as self-employed persons. 


K. Campbell, Secretary Fisheries Association of B.C. 


100 Argyle Avenue 
Ottawa Canada 232-4293 


February 5, 1965. 


Hon. Senator Muriel McQ. Fergusson and A. J. P. Cameron, M.P., . 
Joint Chairmen, | 


Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan (Bill C-136), 

Parliament Bldgs., 

OTTAWA, Ontario. 


Madam Chairman and Mr. Chairman:— 


Our attention has been drawn to a brief submitted to your Joint Committee 4 
by the Federal Superannuates National Association, an organization representing — 
a very considerable number of retired civil servants and the widows of retired 
Civil servants in receipt of benefits under the Civil Service Superannuation Act. — 
We have read this brief with a good deal of interest and sympathy and our — 
purpose in writing is to indicate to you the support of the principle involved — 
in the submission by the Canadian Labour Congress. 


I do not propose to deal with the data contained in the submission nor 
with the specific arguments made in it. Our main reason for writing is to” 
indicate our agreement with the proposition that superannuation benefits should — 
be protected against the erosion of price increases so that the real purchasing 
power of the beneficiary may be maintained. As the Association’s brief points 
out, in a considerable number of instances the benefit rate is very low by 
present day standards even without regard to price increases. Taking into 
account the fact that some of these benefit rates were established years ago and 
their value has been reduced over the years, the situation of at least some of 
the beneficiaries must be critical and they must undoubtedly have to rely on 
other sources in order to have an adequate income. | 
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One of the significant features of Bill C-136 is the provision that the retire- 
ment benefit and the supplementary benefits will enjoy some degree of protec- 
tion against the forces of inflation. In view of the fact that this important 
principle is to be embedded in the legislation, it seems reasonable to suggest 
that the Government of Canada as an employer should apply the same principle 
to its own retired employees and to the widows of such employees. It is on 
this basis that we support the submission made by the Federal Superannuates 
National Association. We trust that the Association’s submission and this letter 
in support of it will receive your sympathetic consideration. 


Yours very truly, 


(S) Claude Jodoin, 
CJ-MC President. 


12682 Crescent Road, Crescent Beach, B.C. 


February 4th, 1965. 


The Chairman, 
Joint Senate-Commons Committee 

on the proposed Canada Pension Plan, 
Ottawa, Ontario. 


Dear Sir, 


May I be allowed to offer my views on two points, in respect to the 
proposed Canada Pension Plan; which I trust will receive your Committee’s 
consideration at this time. 


1. If the contribution from the employee and/or the employer, is to be 
compulsory; would not a flat rate of pension at a given age, be a more equitable 
method of payment? It does seem to me that if there is no choice but to 
contribute, then regardless of the income at retirement, the contributor should 
receive what his savings have bought in the way of pension. In the plan 
presently proposed, I have heard that if the income at retirement is over $2100 
per year, no pension would be payable. Surely a man or woman, having paid 
for the years through to retirement is entitled to receive full benefits for his 
contributions? Do you not agree, that the person concerned would be better 
off, to take the same money and put it in some other savings scheme for his 
old age; if at retirement his income through his own efforts, happens to be 
more than others who have not bothered to save as they went through life. 
_ If such is the intention of the Plan, then we are definitely putting a penalty 

on thrift! 


2. The number of people in Canada, must be considerable, who through 
their date of birth being too soon (a matter over which they had no control), 
will either receive a much reduced pension, or none at all. Is it not possible for 
the actuaries to work out some method whereby this adjustment could be 
made; in order that these oldtimers would not be penalised? 


I thank you for having read this letter, and hope your Committee will give 
favourable consideration to my suggestions! 


Yours truly, 
(S) Leslie C. Johnson (Mr.). 
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COMMUNIST PARTY OF CANADA — 
National Committee 


24 Cecil Street, Toronto 2B, Canada 


February 5, 1965 


The Chairman, 


Special Joint Committee 
of the Senate and of the 
House of Commons on the 
Canada Pension Plan. 


Dear Sir: 


1. The Communist Party appreciates and supports in principle the passage 
of the Canada Pension Plan. Such a Plan is long overdue in a country so 
blessed with natural wealth, an industrious people and high productivity as 
Canada. 


The Plan must be proclaimed and put into operation at the earliest 
possible moment. 


2. We are mindful of the fact that powerful interests, notably the great 
insurance firms, are striving to undermine the effectiveness of the Plan, © 
undercut its benefits to those most in need of retirement payments, and to q 
restrict its coverage of the population. 


The Communist Party unequivocally opposes all attempts to whittle down 4 
or emasculate the Canada Pension Plan. q 


Rather, the Communist Party takes its stand with all those who desire, a 
and who have argued before your Committee, for the improvement of the Plan a 
in order that it should serve better the interests of the general public. 


In this sense we wish to take this opportunity to convey to your Committee — 
our general support of the brief submitted on the Canada Pension Plan by theg 
Canadian Labor Congress on behalf of the working people of our counts s 
whose interests the Plan should serve. | 


3. The Communist Party proposes that the Canada Pension Plan be - 
amended to provide for: (a) universal coverage without exception, providing 
a supplementary payment to all who have reached pensionable age of one 
hundred and twenty-five dollars ($125.00) monthly to the basic pension 
presently standing at seventy-five dollars ($75.00) monthly. (b) the reduction 
of the pensionable age to sixty-five (65) years for men and sixty years (60) 
for women. (c) no means test in any form. 4 


4. We propose further that: (a) proper safeguards be inserted into the 
Plan to protect fully the pension rights and payments of all citizens covered 
by industrial plans such as those won by the trade unions and covered by 
collective agreements between union and management; and other plans of 
similar nature where no collective agreements exist. Such plans are in actualit: y 
workers’ savings derived from wages and incomes and must be protected as 
such and not infringed upon in any way by the Canada Pension Plan; (b) the 
Canada Pension Plan must in no ways whatsoever impinge upon the basic 
pension presently standing at seventy-five dollars ($75.00) monthly in respect 
to the possibility of the passage of legislation to increase the basic monthly 
pension payment. . 
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5. Attention should be paid by the Committee to improve the following 
short-comings in the Plan: (a) to amend the funding provision for a sub- 
stantial cut-back in order to decrease contributions now demanded under the 
funding provided for in the Bill; (b) to amend the Plan with the view of. 
decreasing that part of the contributions paid by employees in relation to that 
paid by employers. 


In conclusion, may we state that the Communist Party takes its stand 
on the position that the receipt of a pension, commensurate with the require- 
ments of an adequate standard of living measured by what the resources of 
our country can provide and today’s accepted standards, is the democratic right 
of every citizen reaching retirement age. 


Signed: 
COMMUNIST PARTY OF CANADA, 


National Executive Committee, 
Communist Party of Canada. 


BRIEF SUBMITTED BY: EARL SAGER, 
R.R. No. 2, Madoc, Ontario 


May I at the outset be permitted to give you a brief account of my position. 
I live on Lot 13, Con. 9, Madoc Township, Madoc, Ontario. I was Reeve of 
Madoc Township for 11 years from 1952-62 inclusive and was Warden of 
the County of Hastings in 1960. My brother and I are bachelors and farm to- 
| gether. We are in our 50’s. I was brought up in an age when it was not 
_ fashionable to spend money for the simple reason that we did not have it. We 
supported an invalid mother for 17 years until she passed away 5 years ago. 
Given reasonable health we won’t need Judy’s Pension; not that we have 
_been making even reasonable wages but we, like all farmers, have the choice 
of one of two alternatives, either put our earnings back in the farm, or move. 
We have chosen the first. 


For your calm and reasonable study of this question and what must be a 
_ courageous report I would like to take this opportunity to thank you not only 
on my own behalf but for all those many people all across Canada who will 
pay, pay, pay, indirectly of course, into this fund without a chance of ever 
tt ‘receiving either credit or benefit; and also for the many more people who 
would, without realizing what they are doing, inflict another price squeeze 
on the struggling poor, be they individuals or industry and for which they 
alone will get credit. I am interested in this scheme because I despise deceit 
and hate injustice. In my opinion, from start to finish, this thing has been 
and is still, saturated with both. Sincerity is a virtue supreme; without it 
all others are tinged with shame. With it shortcomings in others may be 
lessened or overlooked. Without it conscience leaves the human frame and 
‘without conscience there is no guide between right and wrong. Justly or 
unjustly, the people of Canada from the Atlantic to the Pacific are more and 
‘more of the opinion that to such depths has sunk Canadian party politics and 
are crying out “Shame, Shame”, to the very words. 


‘The word “contributing” used in this way and hailed by the press as some- 
thing heavenly new in social security less than two years ago, is not new, 
never has been more than a shadow of the true meaning that was intended, 
and the press realizes that now. 
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This is my opinion now and always has been and if you sincerely think 
that I am mistaken in this opinion I perhaps can add nothing more that is 
new to the criticism of this plan. I certainly cannot delete any from previous 
briefs because I sincerely think that in a democratic and Christian country 
there is not now nor ever has there been any good in it. It was intended for 
a vote catching scheme from an unsuspecting people gripped with the mania 
of something for nothing idea. 


Free enterprise, personal responsibility and discipline and democracy 
with its freedoms and individual rights are inseparable. Even in the face of 
this basic fact party politicians are more and more promising the vision of life 
without enterprise, without responsibility and without discipline and at the 
same time keep our democratic rights and freedoms. 


Gentlemen, we may be riding the crest; we may not even be approaching 
the crest of a combined socialist democratic state but continuing in our present 
way, we or future generations, will most certainly reach that crest and go over. 
We cannot forever hope to acquire all the advantages of a socialist state (and 
there are benefits) and not acquire the disadvantages. That we can is perhaps 
the greatest and most dangerous illusion of our time and the men who en- 
courage state security rather than encourage individual security through owner- 
ship in Canada and Canadian industry are more dangerous to democracy and 
all it gives than the atomic bomb. State security and democracy in the final 
stages will never mix. | 


The Canada pension scheme as set up is state security for the very people © 
who are most capable from their positions of high earnings, to provide their — 
own. I would like to say to you and to them that if they can’t do just that, @ 
old age security will be available to them just the same as it is to the poor 
people who never had such a chance. y 

The plan has nothing for the older and those approaching that age. The 
answer is that they have contributed nothing, which is not correct. They will © 
make their indirect contributions so long as they live and without doubt this dy 
is where the largest part of the contributions will eventually come from. Ig 
say further, that, the day will never come in a Christian and democratic land — 
when the young owe nothing to the old. When and if that day comes we are 
no longer Christian and we won’t long be democratic. That there never was _ 
a time when the young owe so much to the older. Social security with justice © 
is not only desirable but essential, social security without justice and as ae 
deterrent to self help, self discipline and responsibility is not only dangerous 
but wrong, terribly wrong. The Canada Pension Plan is most certainly both. 
There is no alternative to discipline in a civilized society. How do we want. 
it applied? By state or by self? If the need for self discipline is to be sacrificed 


on the platform of greedy and competitive party politics just as surely will the 
need for state discipline arise. 


The Canada Pension Plan as proposed is without question the most unjust, 
unnecessary and undemocratic step in this direction yet proposed. The Globe 
& Mail reported January 13th issue, business section, with the heading ‘“‘Insur- 
ance officers call pension scheme everything but good”. How could they 
conscientiously do anything else? ‘‘There is no good in it”. It would not be 
tolerated in a completely socialist state, it should never have been considered 
in a democratic state. The brief from the insurance people will perhaps not 
be given the consideration that it should. The plan is cumbersome, unworkable 
and patched until no one understands it. There is only one honourable and 
courageous recommendation to be made—scrap it. 


Efficiency is a word far too often applied to an industry or individual 
for no other reason than that they are in a position to pass on all costs and 
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retain a profit on the whole. Inefficiency on the other hand too often is applied 
to those who have failed not only because they were compelled to absorb their 
own costs but those passed on by the more efficient. 


The pension plan fails completely to recognize the most dangerous obstacle 
to Canadian unity—the ever widening gap between the high and low income 
groups. If allowed to become law this plan will tend still further to create on 
the one hand a prosperous happy and carefree people and a successful industry, 
prospering not in spite of extra costs but because of these costs and their 
ability to collect profit on the whole and on the other people and industry 
sinking deeper into poverty, despair and frustration, and will become an 
insurmountable barrier to a united Canada. Not between French and English, 
not between Quebec and the supposedly more prosperous Canadian provinces, 
but between the haves and have nots from the Atlantic to the Pacific. The 
poor in Quebec already have plenty of company in the rest of Canada. The 
only difference, party politics have made a despicable issue in Quebec. 


It is unbelievable that this monstrously unjust piece of legislation could 
pass second reading in the House of Commons almost without question. It 
is unquestionable proof of a weakness in our form of Government when 265 
members could be so steeped in party political slavery and could be so choked 
in party caucuses that not one man would stand up in the House and tear 
this act to shreds and expose it for the fiendishly unjust piece of legislation 
hats tes. 


In my opinion there is only one courageous recommendation to be made 
by this committee to the House of Commons—scrap the Canada Pension Plan 
as proposed. As an alternative stall it at least until there is a complete report 
of the whole frame work of pensions by a judicial inquiry. 


How far have they already impoverished the poor and enriched further 
the well to do? 


May I also suggest that the criticisms and recommendations contained in 
the brief submitted by the Canadian Life Insurance Officers Association be 
given your most careful consideration. 


Half truths can and often are the most dangerous form of deceit. How 
many if any of the 265 members in the House of Commons have the courage 
to dig out all the truth before it is too late. If this cannot and will not be done 
by the present parliament I would like to issue a challenge to every member 
to take it to the country, to the party conventions, spell it out courageously 
and clearly with all its hidden aspects; not glossed over as a vote catching 
scheme. The people of this country still have faith in their own ability to run 
_ their own business. They still have a love of their freedom and their rights 
' and their intelligence is such that they know that only by sacrifice of these 
most precious privileges can they expect continued and unrestrained promises 
of security at government level. My faith in the Canadian people says that 
if this were done the proposed Canada Pension Plan would be cast into eternal 
fire and its proponents into political oblivion from which they should never 
have risen in the first place. 
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P. ACKERMAN, P.Eng. 
P.O. Box 26, N.D.G., Montreal 28, P.Q., Canada 


January 28, 1965. 

Joint Parliamentary Committee seg 
on Canada’s Pension Plan, 

Parliament Building, 

Ottawa. 


Dear Sirs, 


Some 15 years ago a Joint Parliamentary Committee deliberated, at great 
length, on the then proposed Old Age Pension Plan in force today. Tt helped 
to create thereby a universal plan (including every oldster of the nation) and 
had it financed on a yearly pay-as-you-go basis. 

They thereby blazed a new trail, as Canada became the only nation in the 
Western world which adopted these two principles. 

The handling of the Plan proved extremely simple. All that a person — 
needed to qualify for the Pension and receive it immediately was to prove 
having reached the specified age. 

But the unfortunate drawback of this Plan is that the planners thought — 
that the economy could not afford more than a pittance of a pension and only | 
at an age (70) which many would never reach. (See Annex 2). ; 


Because of this low pension allowance, a new plan is before you for con- © 
sideration in an endeavour to raise the allowance. q 

The plan now proposed has reverted to the insurance principle. This © 
principle is perfectly correct in the private insurance business. It is, however, — 
utterly inadequate if applied nationally because it is very difficult to embody ; 
in it the social needs created by the economic changes of the Industrial Age. { 

Because of this switch to the insurance principle the presented plan has — 
lost its universal character, its immediate applicability in full, as well as its¥ 
simplicity. Instead of covering all oldsters of a nation, it covers only about 75% 
to 80%, according to various presented briefs. To some income-earners it is’ 
not applicable at all and to some others only in a limited form. Only those 
having started early to make their yearly contribution will be able to obtain 
the full pension benefits. Its handling become also extremely cumbersome. It 
also requires the build-up of a huge reserve fund. 


Now, at the risk of being still misunderstood after 25 years aise : 
present you herewith my social-economic research findings. 4 


will be able to devise a plan as universal, as immediately applicable in full 
and almost as simple to handle as the existing Old Age Pension Plan. The 
Pension, however, would be fairer and far in excess of what the Plan beta 
you is supposed to provide. z 

But this is possible only if we break with our traditional line of thinking 
only be effectively solved if we realize that Unemployment, Old Age Pensi 
and the Tax Reform have become an interlocked problem which must be soh eo 
concurrently by proper coordination: (Annex 1) 


sign of Superfiluous Labor. It is a growing new segment of init i 
society which we have to cope with. a 
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y 2. A atone Retirement Plan would retire enough active income- 
earners to make room for the unemployed and the yearly new crop 
of school-leaving youngsters seeking employment. This would ease 
the unemployment problem. 


3. Retiring the income-earner at his attained net income seems to be 
the only sensible pension allowance in our modern economy of 
abundance. It would allow the pensioner to continue enjoying his 
customary standard of living to the end of his life. 

In practise such pension would be calculated by determining the 
average income of the individual income-earner for his official active 
service period. This average would then be multiplied with a “norm” 
factor to raise the pension value to approximate the income-earner’s 
last attained net income. 

The war has proven that we can afford to provide such liberal 
pensions: 85% economically Active kept 15% of the nation’s man- 
power in economic inactivity (war services) at normal salaries, 
besides producing the war needs. 


4. But such liberal pension would only be possible by departing from 
the present archaic confiscatory tax system which keeps the govern- 
ment spending restricted to 10% of the gross National income. 

We would have to change to a regulatory Surplus Tax System 
which would reclaim all Government spent money from the pro- 
duction and trading channels and return it to the Government ledger, 

| thus closing the Government’s money circle. This would allow the 

: government to take on the new financial responsibility involved in 

| the advocated Pension Plan, the cost of which would be far in excess 
of the present restricted 10% spending limit. 

Here again the war has proven this to be feasible. During the 
last war the government expenditures grew to be close to 50% of 
the gross National income. 


By adopting the proposed measures, oe natural life process of the Nation 
Bevould not be disturbed: the income-earner, when young, would continue to 
be actively engaged in the Nation’s economy; in retirement, after having become 
superfluous as Active worker, he would continue to enjoy, as consumer, his 
attained customary standard of living. 

; 

4 Here is your opportunity to blaze again a new trail and show the Western 
world how we can restore a healthy, social, economic and monetary balance 
in Industrial Nations. We would thereby forestall the danger of social upheavals 
_ whenever unemployment will take on more serious proportions. 

Unfortunately, I am unable to come and plead my case in person before 
your Committee. My age (81) and a slight heart condition prevents me from 
doing so. But I would be quite happy to receive a delegation of a few of your 
Committee members at home or anywhere in Montreal to give some further 
clarifying explanations. 


ai Respectfully submitted, 
% (S.) P. Ackerman. 


Enclosures: 

: ANNEX 1, Summary of my book “Unemployment, its Cause & Cure” 
ANNEX 2, Excerpts (pages 30 to 33) from the same book 

7 The Book, “Unemployment, its Cause & Cure”, will be found in your 
Parliamentary Library. 
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ANNEX I 
Summary of the book: 


UNEMPLOYMENT, ITS CAUSE & CURE 
P. Ackerman 


Today’s universal attempt is to try to restore Full Employment by arti- 
ficially stimulating the economy by monetary and other means in the hope 
of creating thereby re-employment for the unemployed. 


In his book ‘Unemployment, its Cause & Cure” the author contends that 
Full Employment is today a fallacious and hopeless aim because the substitu- 
tion of “human” by “harnessed nature’s” producing forces makes Full Employ- 
ment no longer possible nor necessary for prosperity. 


Luckily, this is slowly being recognized in the most advanced Industrial 
Economy of the North American continent: 


Gerard Piel in his paper “Consumers of Abundance” concludes, by 
a careful analysis of the American Economy, that “Full Employment 
now seems to be not only an unattainable but an outmoded objective 
of economic policy”’. 


The American Labor Department’s observation in its report to © 
President Kennedy that ‘“‘we seem to be moving away from full employ- 
ment rather than towards it” gives additional weight to the obsolescency | 
of the full employment myth. i 

Walter Lipmann, in one of his recent articles, “Unemployment— 
What About It?”’, becomes worried, wondering how full employment can — 
be achieved. He refers to President Kennedy’s report to Congress on — 
Manpower and reflects that “it raises a question about unemployment — 
to which there is no obvious answer”. He wonders why it is that the © 
rate of unemployment seems to be steadily growing. Somewhere else — 
in the article he calls it “a gloomy situation’’. | 


In confirmation of these observations, the author in his book ‘“Unemploy- ‘ 
ment, its Cause & Cure” proves that unemployment is really the manifestation of © 
superfluous labor, demanding therefore a radically new treatment if it is to 
be solved effectively and permanently. 

In brief, the author’s findings are as follows: 

The irresistible trend of the Industrial Age is to lower the cost of com- 
modities: 
Some 20 years ago a ballpoint pen cost $20; today, you can get 
it for 25¢. | 

Why then do we overlook that the commodity “human Labour” cost i 
today $1 or more per hour, whereas in mechanical form we can get the 
equivalent at an hourly rate of 1/10 to 1/100 of a cent (Chart 1 of the 
book). : 


Is it surprising, therefore, that “man” loses out in this eneven competitive 
struggle and becomes unemployed? 4 

This, then, is the real cause of unemployment. It shows conclusively that 
our problem is not economic: to find re-employment; but social: to find ways 
and means to absorb such unemployed (superfiuous) labour healthily in oul 
Industrial Society and thus assist the irresistible downward adjustment of wha' 
is termed Full Employment. Full Employment actually means the National 
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potential of the Active Man-Hour Labour requirement prevailing at a point 
reached in this downward trend (Chart 2): 


80 years ago it meant: 
60 Active Age Classes (Age 10-70) working 60 hours/week = 3600 


Today it is represented by: 


Approx. 40 Active Age Classes (Age 20-60) working 35 hours/week 
=1400 


Hence, today the Man-Hour Labour, called “Full Employment” has dropped 
during these 80 years to nearly 4 of its original potential, despite the untold 
srowth of production and consumption during the same period. This trend 
will certainly continue and be quickened by automation and computers and, 
unless properly handled, will irresistibly increase unemployment. 


At present the large number of unemployed is among the unskilled labour 
sroup. But it is well to realize that with automation and computers unemploy- 
ment will gradually spread to the skilled and educated groups; finally, with the 
seneral slowing of the present over-expanded economy to a more normal pace, 
all segments of the economy will be affected. 


The talk of having to boost the economic growth is another fallacy, stem- 
ming, of course, from the fallacious desire to achieve full employment. There 
is no possibility of stability in ever-faster growth, as there is never any end to 
such ever-faster growth except a crash.—A high rate of economic growth was 
natural at the beginning of the new era. But now, after 6 or 7 decades of In- 
dustrial Age, it is only natural that the rate of growth slows down (Charts 19 
& 20/20c). 

Hence, it is quite evident that the problem of advanced Industrial Nations 
is neither full employment nor economic growth. 


What is actually needed is a built-in social regulator on the consumption 
side of the basic equation ‘“‘Production = Consumption’, a regulator which, 
under the new economic conditions, will divide the total Consumption equitably 
between the Active and Superfluous of the Labour Force. This will permit the 
balancing of the equation without interfering on the production side with the 
economic trend of producing ever-more with ever-less active manpower (Charis 
9/5A Condition 2, 5/5c & 24). The rate of employment and of economic growth 
would thus be abie to find its own level. We would then have a self-balancing 
equation which could find its equilibrium under any condition of a growing, a 
stationary or a declining economy. 

Such a self-balancing equation would be in healthy contrast to the present 
impossible attempts to sustain a balanced equation with full employment by 
means of an artificially boosted ever-expanding economy.—Who would like 
to sit at the wheel of an automobile adjusted for constant acceleration with no 
regulating gas pedal at his command? Yet this is the way we expect our modern 
economy to operate. 
| In order to restore social, economic and monetary stability, the following 
two features are therefore needed: 


| A Democratic & Automatic National Retirement Plan (Chap. I/3 & Chart 
II) 


Shift the unemployed (superfluous) labour into the upper age brac- 
kets and retire them at their attained income (be it high or low income), 


We thus retaining a high civilian purchasing power. 
21767—7 
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A Regulatory Surplus Tax System (Chapters III/2 & IV/ 4) 


Have the government pay the pensions and all other government ex- 
penses, including National Defence, irrespective of cost. But see to it that 
all money thus put into circulation be returned to the government ledger 
by means of a regulatory surplus tax system, which collects the money 
from the business accounts where it shows up as unused surplus money. 
This avoids growing government indebtedness, no matter how much gov- 
ernment expenses increase. 

This method of handling government money is not new. It was 
practiced during the war. However, instead of collecting the whole 
amount of government-spent money, only HALF of it was collected by 
taxation (Chart 22). The other half was taken back in exchange for 
interest-bearing Government Bonds. This latter procedure was erron- 
eously borrowed from profit-making business, overlooking that the Gov- 
ernment’s sole function, apart from collective spending, is to act as a 
collector to reclaim all such collectively-spent money. 


These measures would permit the positive and direct solving of the Unem- 
ployment problem as is indicated in the following: 


1. By shifting the unemployed into the upper age brackets, the unem- 
ployment situation would be eased at once. The nasty and dangerous 
picture of 18% unemployed Youth would disappear because enough 
oldsters would retire to make room for the youngsters (Chapter I/ 4). 


2. Retiring the oldsters at their attained income would certainly main- — 
tain the available purchasing power, in contrast to the stifling effect , 
caused by reducing the unemployed’s pay to the dole level (Chart © 
1ShTS Ay" 


; 

3. The whole nation being assured of their regular income in retire- _ 
ment and without having to pay greater taxes, would spend their ‘ 
income more freely during their active years, thus enlivening the : 
economy. 


= 


4. The proposed tax system would handle the whole growing govern- — 
ment cost without anyone feeling it, because the individual and 
corporation tax rates would remain unchanged. The Surplus Tax 
would collect the balance of government-spent money where it 
would show up as unused surplus, the same as was done during j 
the War (Chapter III, and particularly page 27 of my book). F 

In fact, the Surplus Tax principle, once adopted, would permit 
cutting the present tax rates to more sensible levels, thus providing 
the income-earner with more spending money. The surtax, on the 
other hand, would automatically recover the revenue loss resulting 
from the tax cut. ] 


What is all-important is that the scheme would work and strike a balance 
socially, economically and monetarily, no matter how much the unemployed 
(superfluous) labour rate would grow. ) { 


The economic progress of the Industrial Age is amazing. But are we going 
to wreck it, just because we do not realize that this economic change from 
“human” to “machine” labour demands equally amazing changes in our social 


structure and the tax system? 
This new approach, as is briefly outlined in the foregoing, is exhaustively 


nee 


explored in the book “Unemployment, its Cause & Cure”, (edition Oct/62) 
obtainable at $5. from the author, P.O. Box 26, (N.D.G.) Montreal 28, Canada. 


August 1963. 
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ANNEX II 
(Attached to the Brief of Jan. 28, 1965 by P. Ackerman) 


EXCERPTS FROM THE SOCIAL-ECONOMIC RESEARCH STUDY: 
~ “UNEMPLOYMENT, ITS CAUSE & CURE” 


by P. Ackerman 


The realization that a National Retirement Plan should be financed on a 
pay-as-you-go basis, rather than on an insurance basis, is gradually being 
acknowledged. This is proven by the recommendations made by the Canadian 
Joint Parliamentary Committee on Old Age Pensions*. This Committee brings 
out the two valuable forward steps of acknowledging the RIGHT of the aged 
to a Pension and its financing from general revenue on a “pay-as-you-go” 
basis. The latter recommendation is a decided break in traditional thinking, as 
the financial insurance principle is still practiced by practically all other coun- 
tries which have introduced Old Age Pensions. 


However, what the Parliamentary Committee has not yet realized—nor 
have the planners of Old Age Pensions in other countries—is the fact that 
Unemployment, Old Age Pensions (Retirement Plan) and Tax Reform are one 
and the same interlocked problem. In consequence of this oversight, the Pen- 
sion allowances in all countries remain on a pitiably small scale, solely because, 
in the light of present taxation methods and present Fiscal thinking, no decent 
pension allowances are considered feasible for “Fear of Cost’”.—Seen in the 
same light, the Retirement Plan as outlined in this publication would, of course, 
also seem preposterous, despite the war having proven its practical feasibility. 


It is interesting to note from the nation-wide representations made to the 
Canadian Parliamentary Committee that there was unanimous concern about 
the cost of such Old Age Pensions. The considered permissible cost limits were 
being placed variably at from 1% to 6% of the National Income. The lower 
limit was being argued by representatives of business and finance and by 
economists; and the upper limit was argued by those parties more directly 
interested in improving the human lot, such as Social Workers and Union 
leaders. Strangely enough, there was not a single voice to vent the untenability 
of the argument of such low limits in view of the fact that close to 50% of the 
nation’s income was applied to the prosecution of the last war, another non- 
producing national expenditure. 

The simple explanation for this cautious viewpoint is to be found in our 
adherence to traditional fiscal and taxation policies. We treat them as if they 
were nature’s laws instead of realizing that they are man-made laws requiring 
modification to meet new conditions. 


The Parliamentary Committee’s Report presents also an interesting in- 
sight into the cumbersome and weariness way which has to be followed under 
the existing tax method to find a suitable new tax revenue to finance a proposed 
new outlay. The Report shows how the planners are constantly harassed and 
handicapped by the “fear of cost”. They continuously fear invoking the dis- 
pleasure of the taxpayer, who will be made the victim of such tax extortion.— 
What a contrast, compared with the simplicity of procedure which could be 
followed under the proposed Fiscal and Tax Reform: one would simply decide 
what was fair and equitable as a retirement allowance, irrespective of cost; 


> Report of The Joint Committee of the Senate and the House of Commons of Canada on 
Old Age Security, June 28th, 1950. 
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then the allowance would be paid out; and the Surplus Tax would reclaim the 


amount again from the Production and Trading Channels, after the money had 
been spent for the purpose intended. 


The foregoing indicates that, while there is a slow awakening on taxation 
and unemployment matters, only the coordination of these thoughts can pos- 
sibly lead to the permanent and effective solution of our puzzling Social- 
Economic problems: Let us change our present “Confiscatory Taxation de- 
flecting a fixed percentage of the National Income to the Government’s spending 
channel” to a “Regulatory Surplus Taxation with the sole purpose of returning 
to the Government ledger whatever money had been injected into the Govern- 
ment’s spending channel”. This would pave the way for an unrestricted Gov- 
ernment spending in Peace or War, based on “NEEDS” rather than on “FEAR 
OF COST”. This, in turn, would clear the way for the successful permanent 
solving of the unemployment problem by means of a National Retirement Plan, 
retiring the income earner at his attained income, as cost would no longer be 
a deterrent. 

Business would realize that such “surpluses” would no longer be “profits” 
in the old sense. They represent the contributions towards government expen- 
ditures, the same as was the case during the war; in peace time they would 
cover chiefly the expenditures for retirement allowances. Such new viewpoint 
on “surplus”, contrasting it from “profit”, would become quite obvious when- 
ever such national surpluses would gradually reach proportions like 40% and 
possibly some day, 60% of the national income, because of the growing unmber 
of superfluous (retired) manpower. 

Under such new condition, a refund feature offered to the producer of, 
say 10%, of his surplus, would represent the real reward, or profit, to the 
producer for having contributed the equivalent of his surplus toward govern- 
ment expenditures. This would be in excess of his regular profit disbursement 
of dividends and interest payment on the capital investment, as the latter 
would be accepted as regular expenditure before arriving at the surplus. 


It is rather interesting to note that some small beginnings have already : 


been made towards the inevitable reforms discussed above: 


1. Since January Ist, 1952, we have, in Canada, the Old Age Pension, ~ 
assuring each adult at the age of 70 or over, the right to a small — 
monthly pension. This is a modest beginning. The proposed retire- _ 
ment at the attained income represents simply the end of the same | 
road, retirement age being determined by economic manpower q 
needs. The difference between the two plans is that the present 
Old Age Pension is based on moral grounds, whereas the proposed — 


National Retirement Plan becomes an economic necessity. 


2. The policy of “National need” instead of “Fear of Cost” for govern- j 
ment expenditures is not new. It was practiced in both war 


emergencies, and luckily so, as otherwise we would have lost the 


wars. In fact, we badly need it again in the present armament race 


and in order to restore our social and economic stability to avoid 
endangering our freedom. 5 


The Excess Profit Tax with refund feature, recovering 50% of the 
last war cost, is the happy beginning of the proposed “100% Surplus 
Tax with refund feature” which would recover all government spent 
money, in peace or in war (Chart 22). : 


io) 


| 
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Undoubtedly rapid headway would be made towards bringing these small 
beginnings to a happy conclusion, the moment one would start to realize that 
social and economic stability of the Industrial Age depends on the successful 
solving of these problems. In fact, we are heading rapidly towards a crisis: 
urgently needed improvements in social security measures such as improved 
Old Age Pensions, sick relief, etc., also the need for growing defence expendi- 
tures, are crying for a solution. Yet the taxpayer is on the verge of revolt, 
being squeezed out of his earnings by ever greater tax rates, the only way to 
provide the money for such improvements under the present antiquated tax 
principle. 

The adoption of the surplus tax principle would remove the obstacle to 
the carrying out of such pressing national needs; at the same time, it would 
remove the pressure on the oppressed taxpayer, and on the growing cost of 
living; the surplus tax would not squeeze the money from where it can hardly 
be spared, but it would instead collect it where it would show up as useless 
surplus. 

The yearly fiscal balance would be based on the simple formula that the 
active manpower would support, with its excess production, the surplus man- 
power in retirement, after they had served the officially recognized number of 
active service years. This balance would be maintained for any attained na- 
tional living standard, irrespective of how much the active manpower needs 
would shrink. 


Chart 23 indicates our confused economic situation of the last two decades. 
During the War, when we were asked to tighten our belts, strange to say the 
civilian consumption grew by 20%. During the post-war years when we 
expected industry to be free to concentrate on building up our standard of 
living, the average consumption per head of the Labour Force (Income 
Earners), in constant 1935/39 dollars, had made hardly any headway (Chart 
23/23"), although the national income in actual dollars is still skyrocketing. 

Why these contradictions? During the War everybody was fully busy and 
worked long hours. Everybody had much spending money even after taxes 
were paid. The inflationary spiral was kept in check somewhat because con- 
sumers prices were fixed. However, low wages went up, despite wage control, 
but this was not felt because the government paid the bill. 

Then came the post-war years, with the change from war production to 
consumer goods production. Based on the new wage rates, the pre-war prices 
of civilian articles no longer covered the cost of production. Then the vicious 
spiral of inflation started. Prices were raised to meet the new labour cost. 
Immediately following, organized labour put in a demand for higher wages. 
This naturally pushed up the prices again because of higher cost. Ever since, 
yearly, round after round of jacking up wages and prices follow each other 
with monotonous certainty. 

What aggravates the situation is our antiquated tax system. Increased con- 
sumers taxes increase the cost-of-living, while increased Income tax rates re- 
duce the purchasing power of the income earner. This provides an additional 
motive on the part of labour to clamour for higher wages to maintain the take- 
home pay. 

To the foregoing is added the demand for social security measures, such 
as Old Age Pensions, allowances for the Blind and Sick. Under our present 
handling of these problems, all this adds to the cost of manufacture or the 
cost of government. This affects, adversely, the purchasing power of the nation, 
as is reflected in our almost stationary standard of living of the post-war years 
mchart 23/23°). | 
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The proposed Retirement Plan and Tax Reform would go a long way 
towards checking this trend of the growing Cost-of-Living. 


The precariousness of the present state of full employment is also plainly 
evident, if we realize how transitional the present boom periods are. 


All this shows that we have reached an impasse from which we cannot 
extricate ourselves until we come to grips with the underlying fundamental 
problems as discussed in this study. 


A Submission by: 
DOUGLAS R. BUTT 
947 Willowdale Avenue, Willowdale, Ontario 


Although I am a Fellow of the Society of Actuaries, engaged in the con- 
sulting field with Johnson & Higgins (Canada) Limited, this submission should 
not be considered primarily as coming from an actuary, but rather from a 
citizen with an actuarial background. The submission does not, therefore, 
concern itself with actuarial matters. 


The principal purpose of the submission is to point out inadequacies in 
the considerations which have been given to date to the Canada Pension Plan, 
particularly as outlined in the White Paper. I do not attempt to offer concrete 
solutions but rather to suggest, in the form of questions, areas which need 
further study. 


I ask that the Committee give my remarks, particularly the questi 4 
serious consideration. 


December, 1964. 


NEED FOR THE PLAN 


_ Normally, in the presentation of any programme, whether to the publ 
or to others affected by the programme, one of the first things dealt with is 
its need. In the case of the Canada Pension Plan, there has been no such 
demonstration. 


It seems that various government programmes and laws can be divided 
into two general types. The first provides individual assistance, or attention L, 
or penalty, in individual situations, and the second applies rules or restrictions 
to all of the population, because a large percentage of the population needs 
the programme and the balance would not be significantly affected by it. 
An example of the former might be the provincial social assistance programmes 
where individuals apply for aid based on need, while an example of the latter 
is the flat benefit Old Age Security pension programme. 


The proposed Canada Pension Plan falls in the second category, as al 
employees must participate in order that those who cannot, or will not, provide 
for themselves will be looked after, to a degree, at retirement. This decision 
rather than to base pensions individually on need, can have been made in- 
telligently only if careful examination was made of expected future needs 0: 
pensioners retiring from various segments of our working and geographice 
populations. If a large percentage of future pensioners from generally al 
walks of life and all areas require assistance, then some sort of uniforn 
programme, probably based on earnings, should be inaugurated immediately 
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If, however, times are good, as the White Paper seems to suggest they will 
_be, and the vast majority of our working population is able to save for retire- 

ment, with only small segments being needy, an overall contributory pension 
programme for everybody would be unnecessary. 


To assume that a large portion of future retired employees will need 
help simply because the present generation needs help would be a fallacy. 
Those presently retired, and those to retire during the next few years, constitute 
an unusual generation, in that they went through the never-to-be-repeated 
Great Depression and the subsequent period of low earnings. These people 
probably did not have the opportunity to save for retirement. If, in fact, our 
pension problem is concentrated entirely on this particular generation, it 
would be absurd to install a plan which does nothing for them, but which 
gives unneeded pensions to future generations. 


Question No. 1 


Has it been determined, with a reasonable degree of confidence, that our 
retirement problem is not a temporary one, caused partly by the depression, 
partly by inflation, partly by the absence of pension plans in the past? Has it 
been determined that the need for government assistance in pensions for many 
future generations will be sufficiently widespread to make an overall irreversible 
compulsory plan desirable? Have studies been made projecting various em- 
ployees’ savings capacities over future years, to determine how much pension 
they can provide on their own? 


: I can see no reference to these points in any material I have read on 
the Canada Pension Plan, and they are particularly ignored in the White Paper. 
It seems to me absolutely essentiel that there must be a very clear under- 
standing of what is likely to happen before even the first step towards the 
Canada Pension Plan is taken. 


It may well be established that a great percentage of our population does 
suffer an actual hardship when the breadwinner dies or is disabled. It is very 
likely that the need for this type of protection can be demonstrated fairly 
easily. 


Question No. 2 


. Why has it been considered necessary to combine the death and dis- 
ability benefits, which are in the nature of catastrophe insurance, with retire- 
ment benefits, the amounts of which are inter-related? Has any consideration 
been given to installation of death and disability programmes, with benefits 
based on presumed need of beneficiaries, without at the same time installing a 
retirement programme? 


FINANCING 


_ Most actuaries who will make submissions to the Committee will, no doubt, 
recommend a longer build-up period in order that a greater degree of equity 
can be achieved between people retiring during the next ten years and those 
retiring after a longer period of time. I disagree entirely with this opinion. I 
feel that equity must take second place to social need and adequacy, particularly 
since retirements during the next few years are those which require as great 
(if not greater) assistance as those retiring in the distant future. 


In almost all other government financed programmes, there is a general 
oncept of taxation according to who can afford it best and benefits to those 
who need them most. Only in areas of assumed equal usage are benefits and 
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taxes spread evenly. Why people should advocate that the proposed Canada 
Pension Plan should be such as to give each individual his own fair share of 
benefits in accordance with his taxes, I don’t know. If it is established that 
certain needs must be fulfilled, it would seem that the normal government 
practice of having these needs paid for by those who can afford it should be 
followed. 


In any case, to set up a system with a longer build-up period would require 
some sort of temporary relief programme during this period. The cost of the 
relief programme would no doubt be allocated in accordance with ability to 
pay, so that the longer deferment period does not really gain very much. 


Question No. 3 


In conjunction with the needs of the plan as discussed earlier, has any 
consideration been given to a plan with little or no build-up period providing 
benefits, either on a demonstrated or presumed need basis, payable out of 
either general or specific taxes, without committing future generations to a 
fixed, specific benefit structure? 

I should comment here, as will many others, that the flat benefit Old Age 
Security pension forms a part of the government’s contribution to the aged, and 
as such, the cost of this programme should be included with the Canada Pension 
Plan’s cost whenever costs or taxes are discussed. It is simply foolish to compare 
the United States O.A.S.D.I. benefits with the proposed Canada Pension Plan 
benefits, and use only the 1.8 per cent Canada Pension Plan taxes in the com- 
parison. When one takes into account the taxes supporting the flat benefit plan, 
one finds that the employees’ total tax for the proposed Canada Pension Plan 


is approximately equal to the American employees’ taxes for the O.A.S.D.I. 


Y 


programme and will in future years likely exceed the latter figure. 


Question No. 4 


Why have employees’ direct and indirect taxes for O.A.S. benefits been so. 
zealously ignored when discussing the costs of the proposed Canada Pension 
Plan? Since it has been decided to increase the flat benefit with increases in 
the cost of living, the taxes required to support the flat benefit will, no doubt, 
increase over the future years, but these increases have also been ignored. Why? 


ECONOMIC IMPLICATIONS 


The White Paper dismissed all worries about economic implications in a 
brief presentation which is either naive, or straight advertising copy. 


to compare the total national savings of $10,000,000,000 a year with the accu- 
mulated taxes under the plan. I don’t feel this is proper; rather, I feel that 
from this $10,000,000,000 should be subtracted the savings of those people which 
the Canada Pension Plan will affect only in an insignificant way. If the total 
national savings include monies arising from other than employment, thesé 
monies should be excluded. Also excluded should be savings of people earning 
over, say, $10,000 per year as the savings of these people will not be signifi- 
cantly affected. What seems to me to be of greatest concern is the effect Ol 
a man earning, say, $4,000 a year. If another tax of 14 per cent of his salary 
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constitutes a significant percentage of his total annual savings, then I would 
say the Canada Pension Plan will affect his capacity to save—particularly in 
future years when his taxes for the Canada Pension Plan will rise. 


Question No. 5 


Has any consideration been given to analysis of the effects of the plan 
upon the average man’s capacity to save, rather than upon the average amount 
of savings? 

The White Paper tacitly assumes that there will be continued large growth 
of income over future years and a corresponding increased capacity to save. 
It does not substantiate this assumption nor indicate what might happen if this 
assumption does not materialize. 


Question No. 6 


If, in fact, future incomes are to grow and capacity to save is to increase, 
why do we need a compulsory government sponsored pension plan? In the event 
that the future does not bring continued growth of income and continued capa- 
city to save, what effects will the increasing taxes of the proposed plan have 
on the decreasing capacity to save? 

This last question is most important, I feel, because if poorer economic con- 
ditions and increased Canada Pension Plan taxes create the situation where 
a man’s personal savings are virtually eliminated, there is not much to pre- 
vent a swing to the welfare state. 

Although governments at various levels are normally efficient and in- 
telligent, it is not safe to assume that all future governments will have these 
qualities. Thus, it is not safe to give future provincial governments a large 
automatic market for their bonds. I think the fact the governments today 
have to prove to their individual, voluntary investors that they will use the 
money wisely is a very valuable characteristic of the present arrangements. 
This will be lost, to a certain extent, if the proposed Canada Pension Plan is 
installed. 


Question No. 7 


Has serious consideration been given to the possible harmful effect of 
allowing the provincial governments unrestricted use of the plan’s funds? 

The foregoing, while not complete, indicates some of the major questions 
I have about the proposed Canada Pension Plan. It would seem imperative 
to me that these questions be studied carefully by a non-political committee, 
composed of experts of various fields, before any further step in the intro- 
duction of the plan is taken. 

It is probably impossible to eliminate entirely political considerations from 
a subject such as this, but every effort should be made to keep these to a 
minimum because of the long term irreversible nature of the recommended 
program. At the moment, it does seem to me that political considerations have 
been so great that inadequate thought has been put into the need or the design 
of the programme. 

Hurried introduction of the plan without thoughtful consideration being 
given to the foregoing points, and those raised by other citizens, and without 
public disclosure and discussion of these considerations, would be, in my 
opinion, an irresponsible act. 

(Sgd) Douglas R. Butt 
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i. Iam a member of the Canadian Association of Actuaries and a member 
in good standing of the Toronto Musicians’ Association. This brief is presented, 
however, on my own behalf. 


A. Need for the plan and how the need is met 


2. In discussing the need, I wish to consider the plan in three parts; first, 
as a retirement plan for workers; second, as a wage-related retirement plan, 
and third, as a plan containing widows’, orphans’, disability and death benefits. 


Retirement plan 


3. As a retirement plan for workers, is the plan filling a need? A survey 
conducted by the Dominion Bureau of Statistics* indicated that 50% of the 
non-agricultural labor force was employed by employers who had a pension 
plan in effect and that of this 50%, 7% were permanently ineligible to join 
the plan. Thus it would seem that a majority of non-agricultural employees { 
do not have the opportunity of joining a pension plan. This indicates, in my 
Opinion, that there exists a need. An employee in a plan receives the benefit 
of his employer’s contribution, whereas one not in a plan does not receive — 
this benefit. This difference will be accentuated by vesting provisions of the 
Ontario Pension Benefits Act and similar acts which may be passed and by 
private improvements in vesting provisions. 


4. The incidence of this need is not uniform, i.e., many groups have already 
adequate pension plans and many groups have no pension plan. Federal gov- 
ernment employees, for example, have a plan which provides an annual pen- 
sion, beginning at age 65 after 35 years service, of 70% of the average of the 
best six years’ earnings. I don’t think there is a need for another plan in this 
case. Presumably employees of the railways, of steel and automobile com- 
panies, of insurance and trust companies, of the banks and the large depart- 
ment stores have adequate pension plans. If so, then no need exists for many — 
large groups of employees who are employed by large, responsible employers. — 
The need does exist for employees of companies which feel they cannot afford — 
a plan or have not obtained one for other reasons; presumably small or “mar- — 
ginal” employers would be in this category. The Toronto Musicians’ Associa- q 
tion, whose members work for many different employers, has a pension plan — 
but it does not cover all the musicians in all the places they work and thus 4 
the Canada plan might satisfactorily fill this need. A later reference will be | 
made to the problem of pensioning this particular group. j 

5. How is the federal government proposing to meet this need?—by re=j 
quiring all employers to adopt the plan whether it is needed or not. It seems — 
to me it would be a better solution to require only employers without a plan 
or with a plan not meeting certain standards to adopt one—through the medium q 
of private companies, Dominion Government Annuities or through some modi- 
fication of the Canada Pension Plan. Under present proposals many employers 


a suitable plan. Further, would it be wise to apply compulsion to “marginal” 3 
companies or new enterprises which might be in a precarious financial position? 


* Pension Plans, Non-Financial Statistics, 1960. 


CANADA PEN SION PLAN 2035 


Wage-related plan 


6. As a wage-related plan, the rationale of the C.P.P. seems to be that, 
for example, $75 a month Old Age Security will go further in Newfoundland 
than Toronto, thus those retiring in Toronto will need a larger retirement 
income in order to maintain the living standard they have been accustomed 
to. It seems to me that this sort of thinking has not gone far enough—it has 
not probed into the economic or human status of the aged, into their income, 
income needs and living standards. For instance, those retiring in an urban 
area may have spent their earning lives in a rural area and thus qualify for 
a relatively small pension—one which won’t go as far in the urban area. The 
reverse situation could also occur. Thus a pension earned during a person’s 
working life won’t necessarily fit his retirement needs. This rationale also 
seems to imply that a flat benefit gives too much for rural areas and too little 
for urban areas. In a recent submission to the Senate Committee on Aging, 
titled “Income Characteristics of the Older Population”, Miss J. R. Podoluk 
of the Dominion Bureau of Statistics said: 


“Great disparity, however, is found between the incomes of the (older) 
population resident in rural areas and the population resident in urban 
areas” 
and 

“Differences in levels of income between rural and urban areas may 
not result in differences in the levels of living. The rural population may 
not find it necessary to spend as much on items such as rents or other 
housing costs or transportation. In the absence of price data and budget 
studies we have no information on relative costs in different regions. 
However, the income differentials were so large between rural and 
urban areas that it is likely that, even if some living expenses are lower, 
the general level of living of the older population in rural areas is 
below that of the urban population in most instances.” 


_ These statements indicate that the urban aged generally have, already, a better 


general level of living than the rural aged. The wage-related plan, then, would 
not necessarily seem to be the answer to Canada’s pension needs. A flat benefit 
plan helps the rural aged relatively more and would seem to fit the present 
circumstances of the aged. Miss Podoluk’s statement in her submission about 


_ the absence of price data and budget studies also seems significant. It indicates 


that more study is needed about the economic circumstances, desires and 
habits of the aged before anything so comprehensive as the C.P.P. is initiated. 


It is my understanding that the Dominion Bureau of Statistics is in the 


- process of publishing various monographs about incomes in Canada, and my 


plea is that all available or soon to be available data be studied and that new 


data be requested as needed, before any further government action is taken. 


Widows’, orphans’, disability and death benefits 


7. There seems no question about the need for the first three of these bene- 


fits. The need is already recognized through the Blind Persons Act, the Disabled 


} 


Persons Act and Mothers’ Allowances, provided by the provinces. 

At this point it seems confusing as to how these programs would mesh 
with the C.P.P., under which these benefits are paid only to those who had 
some connection with the plan, either as a member of a participant’s family 
or as a participant. Would the C.P.P. benefits generally go to a different class 


_ of persons than that which receives benefits under the other programs? How 
_ would the benefits compare—would those in greater need get greater benefits? 
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Those I am concerned about are the persons who are widows, orphans or disabled 
before January 1, 1966 and those who enter these categories after that date 
but who would not be covered by the plan because the participant’s earnings 
were too small or he was unemployed or he wasn’t in pensionable employment. 


The recent case of the Canadian missionary killed in the Congo might 
be considered here. There is no widow’s or orphan’s pension provided by the 
C.P.P. for that family. There might have been if the missionary had lost his 
life after the plan’s initiation. On the other hand, even in this event he might 
not have been in “‘pensionable employment” because of the nature of his work. 
Does this unfortunate family qualify for a mother’s allowance and if so, is this 
allowance as large as would have been paid under the C.P.P.? 


8. Concerning the death benefit, which in general would equal one-half 
of the retirement pension, I don’t think as much need exists as for the special 
benefits discussed above. At the end of 1963, about three out of four* families 
owned life insurance in an average amount of over $12,000* per family in 
Canada. More than 87%* of the workers in Canadian industry are in firms with | 
a group insurance plan. The amount of life insurance owned by Canadians at the 
end of 1963, $60 billion*, was more than triple* the amount held in 1952. I cite 
these statistics in order to indicate that there seems little, if any, need for the 
federal government to attach death benefits to the plan. Again, in the case of 
a family having no connection with the C.P.P., no death benefit is available 
and yet this type of family is more likely to be part of the minority with no 
private insurance. Thus we might say that even if there is an area of need © 
for death benefits, does tying the payment of the benefit to a connection with ~ 
the C.P.P. truly meet the needs of all the people? 


B. Design of the plan 


9. I wish to comment on four features of the design of the plan, i.e., the 
earnings exemption of $600, the ten-year benefit build-up period, the funded — 
concept and the indexing of benefits. 


The earnings exemption and multiple employers 


10. The idea of the earnings exemption seems to be to give lower-paid — 
employees a little better deal, since it means that they pay a smaller percent- 3 
age of earnings but share the same 25% benefit formula as higher-paid — 
employees. But will the exemption create hardship for groups like the Toronto — 
Musicians’ Association, whose members commonly work for many different  . 
employers during the year (assuming such groups are in pensionable employ- ] 
ment)? Suppose a member worked for ten different employers earning $500 — 
from each—he has earned $5,000, but would he be covered under the plan, — 
considering that the earnings exemption is $600? Although the exemption is 
supposed to be to the advantage of lower-paid employees, would it actually 4 
create hardship for many? y 

The same general effect of the exemption could be created if the first % 
doliar of earnings were covered for al] pensionable employment and the bene- 
fit formula weighted in favour of lower-paid groups. This general approach 
might ease administrative problems even where single employers were 
involved, since the $600 dividing line would not exist. Could this approach be — 
given consideration? : 


*Canadian Life Insurance Facts, 1964, published by The Canadian Life Insurance Officers 
Association. g 
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Welfare—in Reverse 


11. The ten-year period during which benefits build up to 100% means 
that those who retire thereafter will receive, individually, a large gift, most of 
it coming from the younger participants. To illustrate, a participant who with 
his employer contributes $158.40 (3.6% of contributory earnings) each year 
for ten years on account of an income of $5,000 will get a lifetime pension on 
retirement of $1,356* a year. At current government annuity rates, this pen- 
sion will have a value at 65 of about $13,800 and at 70 of about $11,800. This 
value may be significantly increased by the available widow’s benefit and the 
proposed indexing of benefits in payment. Ignoring this increase, however, the 
values may be compared with the accumulated value of the contributions which 
will equal, with 4% interest, about $1,935. Thus this participant retires at 70 
with a gift, in actuarial terms, of at least $9,865. Those whose earnings were 
more than $5,000 will be getting a little larger gift. It is safe to say there 
would be many thousands of persons retiring who would receive these gifts 
but who would not need them. 

The 1961 Census of Canada (excluding Quebec) indicates there were at 
that time 111,502 persons age 55. The survivors of these persons reaching age 
70 in 1976 may be estimated at 82,000*. If we assume that all those in this 
group who were participants retired at age 70, and that the number of these 
was 28,3004 (22,700 male and 5,600 female) then we may estimate the total 
value of all gifts to this group. Using an average gift of $5,000 for men and 
$2,500 for women, which seems conservative, the total gift works out to over 
$125 million for this group alone. Unfortunately, there won’t be any gifts for 
the old men who sell newspapers on Bay Street, but there will be for all the 
insurance men, lawyers and stockbrokers there. 

Surely such gifts should be directed to those in need. Such a group is the 
present aged who are not members of census families, i.e., those who live alone, 
who are lodgers or who double up with relatives. In Miss Podoluk’s memoran- 
dum the statement is made in reference to this group: 


“The statistics suggest that the majority of this segment of the popula- 
tion have incomes which are inadequate to provide for even very mini- 
mum basic needs.” 


The position of this group has improved relatively since 1961 because of 
‘increases in O.A.S., but is this group retired in decency and dignity? Why not 
make gifts to this group, which needs them? 


Pay-as you versus Funding 


12. The funded concept was adopted by the federal government in the 
/spring of 1964 after the Quebec government revealed details of its funded plan. 
Previous to that the federal plan was “pay-as-you-go”—thus the design of 
ithe plan was radically changed in a short space of time. Does this mean that 
the pay-as-you-go concept was no good, or that it was good but it was more 
important to adopt the Quebec concept? In any case, were the interests of the 
people held paramount when such radical changes in plan design occurred in 
such a short space of time? Has fullest consideration been given to the question 
of pay-as-you-go versus funding? 

. * Actuarial Report, Nov. 6, 1964, page 6. 


* Canadian Life Tables, 1961 
# Actuarial Report, Appendix 2, page 46, Schedule 3. 
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Legislation for Inflation 


13. The indexing of pension benefits represents, I believe, a departure 
from traditional pension thinking in North America. I think it is justifiable in 
the sense that those living on fixed incomes have suffered a continual loss of 
purchasing power since World War II, through no fault of their own but rather 
because of “creeping inflation”. In October 1964 the consumer price index was 
135.6 as compared to 100.0 in 1949, a compound increase of about 2% a year. 
It is surely the responsibility of the government to fight inflation because of 
the plight of some of these persons and because the government issues bonds 
which are redeemed in fixed dollars and are thus cheapened by inflation. In _ 
Canada, our record of containing inflation is better than that of many other © 
countries. It is surprising therefore, that the government is proposing “legis- 
lation for inflation”, by introducing automatic indexing of benefits according 
to changes in the consumer price index. It seems like an admission of defeat 
on the part of the government, as if creeping inflation were a way of life. The 
maximum increase in benefit in any year is 2%, but suppose we suffered 3% 
inflation, would we then have to amend the law? And what if deflation occurred ~ 
—should we reduce pensions? In my opinion, periodic studied adjustments of © 
the level of pensions, depending on what has happened in the recent past, — 
would have the advantage of more flexibility and would not have the dis- — 
advantage of emphasizing inflation. | 


Conclusions 


14. I believe that the objective of government-sponsored welfare programs — 
should be to help people live in decency and dignity. It seems to me that — 
because the plan adds a third retirement pension for many thousands of Cana- _ 
dians who don’t need it; because it provides gifts for many thousands who ~ 
don’t need them; because it is tied to an earnings record and thus ignores those  ~ 
without such a record and who are thus in greater need; because of problems — 
created by the earnings exemption, the funding and indexing techniques, the > 
plan as it now stands should not be put into law. r 


In 1908 Dominion Government Annuities were established and 44 years — 
later, in 1952, Old Age Security. Surely we could wait another year, or five 
if necessary, in order to adopt a plan that would efficiently and equitably meet 
the pension needs of Canadians. , i,” 

Respectfully submitted, 


Robert A. Nix 
Toronto, Ontario. 


December 29, 1964. 


CORRIGENDUM 


February 5, 1965 


Maxime QGuitard, Clerk, 

Special Joint Committee of the Senate and 

House of Commons on the Canada Pension Plan, 
. Parliament Buildings, 


Ottawa, Ontario. 


Dear Sir:— 


Further to our letter of Jan. 29th we wish to inform you of a correction 
which must be made on page 20 of our submission. 

We are enclosing a copy of the final page with the correction made and | 
underlined and would appreciate it if copies of this could be distributed to 
members of the J oint Committee as we understand was done with the original 
brief. 

| We are therefore forwarding to you, under separate cover, 100 copies of 
_ the corrected page. 
As you will see on reading it the last portion hardly makes sense without 

_ the correction that we have indicated. | 
A We have also heard that the decision has been reached that the full text 
of our brief will be included in the printed record. We urgently request that 
this correction be made prior to the printed record being completed if at all 
possible. 


Yours sincerely, 


UNITED FISHERMEN & ALLIED WORKERS’ UNION 


3 Per Homer Stevens, 

: Secretary-Treasurer. 

_ HS/ak 

enclosure 

. or ies 

4 That approach also, however, poses some threats to the basic objections for 

d providing a decent level of security for all. The increasing productivity of the 

4 in the future, may produce spectacular incomes for some people, but will 
be very unevenly reflected as between varying segments and strata of the 

h population. 

a Automation, which will be the decisive factor in raising national income 

” in the future, may produce spectacular incomes for some people, but will 

~ almost certainly produce disastrous consequences for others. One need only 

_ consider the situation in a one-industry community where production becomes | 

he automated, with the results that total production and income is at an all-time 
high, but the population is more or less permanently reduced to living on social 
welfare (e.g. some of the U.S. coal mining communities). Here we would have 

fine means for supporting a high level of security, but an earnings-related 

"pension would yield virtually none. 

ia Therefore, we propose a three part contribution formula, under which two 

thirds of the total would consist of matching earnings-related contributions 

P employer and employee, while the remaining third would be a levy against 
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industry at a fixed percentage of the value of production. Then, in the event 
that automation yields high production and little employment, pension plan 
revenues would, nevertheless, grow and the minimum pension provision which 
we have outlined above would protect the working force from being automated 
out of their pensions as well as their jobs. 

In conclusion, we wish again to thank the Committee for this opportunity 
to present our views, and to stress, once again, the urgency of placing fisher- 
men on an equal footing with other employees for the purposes of the Plan. 


All of which is respectfully submitted. 


UNITED FISHERMEN & ALLIED 
WORKERS’ UNION 


H. Stavenes, 
President. - 
H. Stevens, 
Secretary-Treasurer. 


Jc. Nichol, 
Business Agent. 


REPORT TO THE HOUSE OF COMMONS 


TUESDAY, February 16, 1965. 


The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan (Bill C-136) has the honour to present the fol- 
lowing as its 


THIRD REPORT 


1. Pursuant to its Order of Reference of November 16, 1964, your Com- 
mittee had before it for consideration Bill C-136, an Act to establish a com- 
prehensive program of old age pensions and supplementary benefits in Canada 
payable to and in respect of contributors. 


2. Your Committee was comprised of thirty-six members: twelve Sen- 
ators, namely, Honourable Senators Blois, Boucher, Croll, Denis, Flynn, 
Fergusson, Lang, Lefrancois, McCutcheon, Smith (Queens-Shelburne), Stam- 
baugh and Thorvaldson, and twenty-four members of the House of Commons, 
namely, Messrs. Aiken, Basford, Cameron (High Park), Cantelon, Cashin, 
Chatterton, Coté (Longueuil), Francis, Gray, Gundlock, Klein, Knowles, 
Laverdiéere, Lloyd, Macaluso, McCutcheon, Monteith, Moreau, Munro, Olson, 
Paul, Perron, Rhéaume and Scott. 


3. Subsequently, Honourable Senator Smith (Kamloops) was appointed 
in place of Honourable Senator Lang, and the following members of the House 
of Commons, namely, Mrs. Rideout and Messrs. Marcoux, Howe (Wellington- 
Huron), Leboe, Morison, Enns and Prittie were appointed in place of Messrs. 
Klein, Olson, Paul, Marcoux, Moreau, McCutcheon and Scott respectively. 


4. A Subcommittee on Agenda and Procedure was appointed. The mem- 
bers were: Honourable Senators Croll, Fergusson, McCutcheon, and Messrs. 
Cameron (High Park), Chatterton, Coté (Longueuil), Francis, Knowles, Mon- 
teith and Munro. During the latter stages of the Subcommittee’s proceedings 
Mr. Aiken was appointed in place of Mr. Monteith, Mr. Basford in place of Mr. 
Céte (Longueuil), and Senator Smith (Queens-Shelburne) in place of Senator 
Croll. . 


5. Your Committee held 51 sittings and heard approximately 116 wit- 
nesses, including individuals speaking on their own behalf and others who 
represented various public and private organizations. A list of individuals 
appearing on their own behalf is attached hereto and is marked Appendix A. 
A list of various public and private organizations presenting briefs, and the 
individuals who represented such organizations, is attached hereto and is 
marked Appendix B. A list of individuals and organizations who presented 
briefs but did not appear is attached hereto and is marked Appendix B-1. The 
members of the Committee expressed their gratitude to these witnesses for 
their efforts and contributions. 


6. Your Committee also heard officials of Government departments, a list 
of whom is attached hereto and is marked Appendix C. The members of the 
Committee expressed their gratitude to these witnesses for the time and effort 
they expended by their attendance at numerous committee meetings and their 


_ forthright and able explanations and advice throughout the hearings. The 


{ 
i 


Committee wishes to thank especially the following: Mr. J. E. E. Osborne, 


2041 


2042 JOINT COMMITT BE. (18050 sh erage on 


Technical Adviser to the Committee, for his very able assistance; Dr. Maurice 
Ollivier, Parliamentary Counsel, who advised the Committee as to the proper > 
procedure to be adopted; and Mr. Maxime Guitard, Clerk of the Committee, 
for the thorough and capable way in which he assisted in organizing all of our 
committee meetings. 

7. The Committee, after full study of the matters pisead before it, sages 
the principles of the Canada Pension Plan as an addition to the existing pen- 
sion benefits provided to the Canadian people by Old os Security. These 
principles are as follows: 


(i) The total pension available to Canadians in retirement should be in 
- part fiat rate and in part earnings related. 

(ii) Earnings related coverage should be as broad as practicable. 

(iii) The level of combined benefits available under the Canada Pension 
Plan and Old Age Security should represent a high proportion of 
the previous earnings of those people whose income does not permit 
other adequate provision for their retirement. 

(iv) There should be scope for further benefits under private pension 
plans for those in a position to afford them and integration of private 
pension plans with the Canada Pension Plan should be a matter of 

- consultation between employers and employees. 

(v) There should be protection for widows, orphans and disabled per- 
sons. 

(vi) Full pension benefits under the Canada Pension Plan should become 
available after a relatively short transition period to retired persons 
65 years of age and over. 

(vii) Pensions available at retirement should reflect the rising productiv- 
ity of the Canadian economy and should therefore bear a direct 
relationship to the increases in the level of earnings that have taken » 
place during a person’s career; pensions should also be protected 
against the inroads of any possible future rise in price levels. 

(vili) There should be safeguards in the Canada Pension Plan which will 
guarantee that future efforts to increase the level of benefits will 
require that full consideration be given to the cost thereof. 


8. As will be noted in paragraph 10 of this Report, your Committee rec- — 
ommends the adoption of Bill C-136 amended in the manner set out in Appendix 
D. However, your Committee also recommends that consideration be given to — 
the making of the following changes in the Bill: 


(i) that the provision exempting the Armed Services and the Royal 
Canadian Mounted Police from coverage under the Canada Pension ~ 
Plan should, if integration is technically feasible, be deleted; f 

(ii) that the provision of a maximum benefit of $104.00 a month © 
payable in respect of the orphans of one contributor be deleted, and — 
that in lieu thereof provision be made for the payment of a flat — 
rate benefit of $25.00 a month for each of the first four orphans, and — 
an additional benefit of $12.50 a month for each additional orphan, 
of one contributor; 

(iii) that an additional type of benefit, namely, a dependent child bene- g 
fit, payable in respect of each child of a disabled contributor, be in- — 
cliided in the Bill, the amount of such benefit to be the same as that 
provided in respect of orphans. y 

(iv) that the provision authorizing a drop out of 10% of the months of 
lowest average monthly earnings be deleted and that in lieu thereof 
there be a drop out of 20% of the months of lowest average monthly 
earnings for the purpose of calculating a contributor’s benefit upon 
retirement; 
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a that more specific authority for regulations respecting benefits for 
- ene _ disabled persons be included in the Bill, such regulations to cover: 


: (a) the conditions upon which a benefit may be paid and continue 

3 3 to be payable, 

: (b) initial, periodic and other assessments of disability and for the 

payment of the cost thereof under the Plan, 

(c) the requiring of an applicant to undergo rehabilitation where 

practicable and available, 

9 (d) the payment of a benefit to such person while undergoing re- 
habilitation if under the circumstances it is considered appropri- 
ate, 

(e) the granting of authority for an applicant to engage in therapeu- 
tic employment while undergoing rehabilitation if such is recom- 
mended as part of therapy, 

| (f) a provision that where rehabilitation is recommended failure 

without good cause as defined by regulation to undergo rehabili- 

‘ tation be a ground for determination that a person has ceased 

{ to be disabled, and 

Bh (g) a provision that where rehabilitation is required and undergone, 
the cost thereof be payable under the Plan; 


: (vi) that the Old Age Security Act be amended so that a person who has 
} not resided in Canada for the 10 year period immediately preceding 
his application should be able to draw the Old Age Security without 

having resided in Canada for the last year immediately preceding 
te approval of his application, providing he has resided in Canada for 
a total of at least 40 years since attaining the age of 18. 


: 9. The Committee also recommends that the Government give consideration 
a to further measures regarding the position of those people who, because they 
_ are or soon will be retired, will not be substantial contributors to, or bene- 
‘i _ ficiaries from, the Canada Pension Plan. 


10. The Committee having given full consideration to Bill C-136, an Act 
- to establish a comprehensive program of old age pensions and supplementary 
- benefits in Canada payable to and in respect of contributors, has agreed to 
4 report it with the amendments set out in Appendix D attached hereto. 


« 11. A copy of the Committee’s Minutes of Proceedings and Evidence 
4 / (Issues Nos. 1 to 24), respecting Bill C-136, is appended. 


Respectfully submitted, 


A. J. P. CAMERON, 
Joint Chairman. 


APPENDIX A 


INDIVIDUALS 
The following appeared before the Committee and presented briefs: 

Mr. S. M. Thompson, Toronto, Ontario 
Mr. Robert J. Myers, Washington, D.C. 
Mr. G. N. Watson, Toronto, Ontario 
Mr. R. C. Dowsett, Toronto, Ontario 
Mr. D. E. Kilgour, Winnipeg, Manitoba 
Mr. Wallace R. Joyce, Toronto, Ontario 
Mr. Edward Ruse, Toronto, Ontario 
Mr. W. M. Anderson, Toronto, Ontario 
Mr. Samuel Eckler, Toronto, Ontario 
Dr. Robert H. Clarke, Vancouver, B.C. 


APPENDIX B 


ASSOCIATIONS, ORGANIZATIONS, FIRMS 
The following appeared before the Committee and presented briefs: 


The Canadian Life Insurance Officers Associations: 


Messrs. H. L. Sharpe, M. K. Kenny, B. T. Holmes, 

D. E. Kilgour, G. R. Berry, G. E. Brown, J. M. Linnell, 
Joews Popkiny J,,l, Clare.) A. Tuck,..Q.C., 

Frank G. Dimock. 


The Retail Council of Canada: 


Messrs. A. J. McKichan, E. E. Went. 


The Canadian Welfare Council: 


Miss Marian Murphy and Messrs. B. M. Alexandor, Q.C., 
Eric Hardy, Horace S. Racine, M.L.A., Reuben Baetz, 
Brian J. Iverson and Dr. R. E. G. Davis. 


The Congress of Canadian Women: 
Mrs. Helen Weir. 


The Senior Women’s Committee for Pension Increase: 
Mrs. Ethel Neilson. 
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The E. B. Eddy Company: | 
Messrs. W. D. Moffatt, D. Hutton. 


The Canadian Federation of Agriculture: 
Messrs. David Kirk, Lorne Hurd. 


William H. Mercer Limited: 
Mr. C. J. Woods, F.I.A., F.S.A. 


Life Underwriters Association of Canada: 


Messrs. J. L. Etherington, R. L. Kayler, 
Fraser Deacon, R. A. Mitchell. 


The Canadian Chamber of Commerce: 
Messrs. A. J. Little, H. F. Hoerig, D. L. Morrell, 
Dr. W. H. Cruickshank, W. J. McNally, R. B. MacPherson, 
Léon Mondoux, R. S. Davies. 


The Winnipeg Chamber of Commerce: 
Mr. G. R. Hunter, Q.C. 


The Canadian Manufacturers’ Association: 
Messrs. H. B. Style, C. C. Belden, Willis George, 
L. E. Marrs, H. Taylor, J. F. Villeneuve, 
J. C. Whitelaw, L. F. Wills. 


: 
' 


Alexander Services and Dubley Funnell, Consulting Actuary: 
Messrs. Norman G. Kirkland and J. W. Moreland. 


Federal Superannuates National Association: 
Messrs. Fred W. Whitehouse, Walter R. McLaren. 
The National Legislative Committee International 
Railway Brotherhoods: 
Messrs. Paul Raymond, J. H. Clarke, J. A. Huneault, S. Wells. 


The Canadian Association of Social Workers: 
Messrs. Harry M. Morrow, M.S.W., Walter Lyons, M.S.W. 
and Miss Florence Philpott. 

The Canadian Labour Congress: 


Messrs. Claude Jodoin, Donald McDonald, A. Andras, 
Russel Irvine. 


The Government of Ontario: 
Messrs. L. Coward, D. W. Stevenson 


Canadian Teachers’ Federation: 


Messrs. George MacIntosh, Dr. Gerald Nason, Norman M. Goble, Tor ne 
Park, Harry Cuff, Alfred H. Kingsett, Miss Marie Duhaime, Miss Ruby | 
Mclean: Miss Nota Hodgins, Messrs. William Jones, David R. rae 
F.S.A., Douglas Beaman, Robert Gordon ‘- 
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- The Canadian Construction Association: 


Bi Messrs. P. D. Dalton, M. C. Stafford, G. Desmarais, S. D. C. Chutter, 
P&P. Stevens 


Chesapeake and Ohio Railway Company, Great Northern Railway Company, 
Midland Railway Company of Manitoba, New York Central Railroad Com- 
pany, Norfolk and western Railway Company andd Northern Pacific Rail- 


way Company: 
Mr. Cuthbert Scott, Q.C. 


_ The International Association of Firefighters: 


Messrs. Bernard Bonser, Richard Chamber, O. Bolton, John gel 


Ernest Haché, Wes Chatterton 


APPENDIX B-1 


LIST OF BRIEFS SUBMITTED BY PEOPLE WHO 
DID NOT APPEAR AS WITNESSES 


. Earl Sager, Madoc, Ontario 

. P. Ackerman, P.Eng., Montreal, Quebec 
. Douglas R. Butt, Willowdale, Ontario 

. Robert A. Nix, Toronto, Ontario 

Mr. 


Donald C. Macgregor, Toronto, Ontario 


Canadian Pulp and Paper 
United Fishermen and Allied Workers’ Union 
Senior Citizens Advancement Committee 


Age and Opportunity Bureau 


APPENDIX C 


OFFICIALS OF THE GOVERNMENT OF CANADA 


a Department of National Health and Welfare: 
4 Dr. 


Joseph W. Willard, Deputy Minister of Welfare 


. John E. Osborne, Director, 


Research and Statistics Division 


. J. A. Blais, Director of Family Allowances and 


Old Age Security Division 


. Robert Curran, Legal Adviser 
. C. D. Allen, Research Officer, 


Research and Statistics Division 
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Department of National Revenue, Taxation Division: 
Mr. D. H. Sheppard, 
Assistant Deputy Minister of Taxation 


Mr. G. J. MacKenzie, Pension Section 
Administrator, Administration Branch 


Mr. M. F. Sprott, Assistant Director, 
Planning and Development Branch 


Mr. A. G. Butler, Assessments Branch 
Mr. C. Grandy, Assessments Branch 


Department of Finance: 


Mr. Robert Bryce, 
Deputy Minister 
Nir. CH DLvClark: 
Director of Pensions and Social Insurance 


Comptroller of the Treasury: 
Mr. Bruce MacDonald, Director, 
Operations and Methods Branch 
Prime Minister’s Office: 
Mr. Tom Kent, 
Policy Secretary 
Department of Justice: 
Mr. D. S. Thorson, 
Assistant Deputy Minister 
Department of Insurance: 


Mr. E. E. Clarke, 
Chief Actuary 


Mr. T. Hall, Actuary 
Mr. Z. Jarkiewicz, Actuary 
Mr. P. Treuil, Actuary 


Unemployment Insurance Commission: 


Mr. James McGregor, Director 
Mr. Robert L. Beatty, Assistant Director 


APPENDIX D 


AMENDMENTS TO BILL C-136 


1. Strike out line 3 on page 2 and substitute the following: 


“in respect of his self-employed earnings, and includes a person the — 
amount of whose earnings on which a contribution has been made for 
a year under this Act calculated as provided in subparagraph (i) of 
paragraph (b) of section 53 exceeds zero;” . 


. elie 
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2. Amend sub-section (1) of section 41 by re-lettering paragraphs (f) to 


(j) as (g) to (k) respectively and by adding thereto immediately after para- 
graph (e) the following paragraph: 


“(f) respecting the manner in which any provision of this Act that applies 
or extends to an employer of an employee shall apply or extend 
to any person by whom the remuneration of an employee for 
services performed in pensionable employment is paid either wholly 
or in part, and to the employer of any such employee;” 


3. Amend section 52 by adding thereto the following sub-section: 

When contribution deemed to have been made. 

(3) For the purposes of this Part, 

(a) a contributor shall be deemed to have made a contribution for any 
year for which his unadjusted pensionable earnings exceed his 
basic exemption for the year, and shall be deemed to have made 
no contribution for any year for which his unadjusted pensionable 
earnings do not exceed his basic exemption for the year; and 

(b) a contributor shall be deemed to have made a contribution for 
earnings for any month for which a contribution is deemed by sub- 
section (1) to have been made by him.” 


4. Delete sub-clause (8) of clause 62 and substitute the following therefor: 
Death within one year of marriage. 


‘Where a contributor dies within 1 year after his marriage, no survivor’s 
pension is payable to his surviving spouse if the Minister is not satisfied 
that the contributor was at the time of his marriage in such a condition 
of health as to justify him in having an expectation of surviving for at 
least 1 year thereafter.” 


5. Strike out line 3 on page 52 and substitute the following: 
“amount equal to 1.5% of the Year’s Maximum Pensionable”’ 


6. Strike out line 38 on page 63 and substitute the following: 


“relating to the earnings or a contribution of a contributor shall be 
conclusively presumed to” 


7. Strike out line 44 on page 71 and substitute the following: 


(a) all amounts received under this Act as or on account of contribu- 
tions or otherwise;”’ 


8. Strike out lines 10 and 11 on page 72 and substitute the following: 


“(a) all amounts payable under this Act as or on account of benefits or 
otherwise;”’ 


9. Strike out lines 7 to 9 on page 73 and substitute the following: 
“calculated at such rate on the average daily operating balance in the 
said Account for the preceding month as the Minister of Finance may 
jib ee 


10. Strike out lines 41 and 42 on page 80 and substitute the following: 
“employers, self-employed persons and the public, each of whom shall 
be appointed by the Governor in Council for such term, not exceeding 
5 years, as will ensure as far as possible the expiration in any one year 
of the terms of appointment of fewer than one half of the members, and 
one of whom shall be appointed by the Governor in Council to be the 
Chairman of the Committee.” 


*  _, 2 tae Si Pee oS _ . , & , 
> es > here es ae oF Oe tee ele ee ak feat. be ee eb ye erty : ita 
Lape Nd ke Se TAT tan Sp BORE Sa Oe ee at Rn a «Sata 
¥ a wry : ae o-¥ ohne 5 iy Gert Ee SS 
eer, ; Z © en te ‘ y 


eps. yet ayy JOINT COMMITTEE > 

11. Renumber subsections (4) and (5) of section 117 as subsections (5) 

and (6) and add immediately after subsection (3) the following subsection: 
Rules of procedure. ‘ da ss 


“(4) The Advisory Committee may make such rules as it deems neces- 
sary for the regulation of its proceedings, for the fixing of a quorum — 
for any of its meetings and generally for the conduct of its activities.” 


12. Amend the French version of the said Bill by striking out the word 
“ensuite” in the expression “ayant ensuite acquis droit 4 l’autre pension sus- 
dite” wherever that expression appears in subsections (2) to (5) of section 56 
and subsections (2) to (5) of section 57 of the said French version. 


(Presented the same day) 


. 
r. 
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(Meetings Held During the Adjournment of the House) 
MINUTES OF PROCEEDINGS 


Monpbay, February 8, 1965. 
(51) 


The Special Joint Committee of the Senate and of the House of Commons 
on the Canada Pension Plan met in camera at 2:40 o’clock p.m. this day. 
_ The Joint Chairman of the House of Commons section, Mr. Cameron (High 
_ Park), presided. 


" ‘Members present: 


Representing the Senate: Honourable Senators Blois, Boucher, Denis, 
Fergusson, Smith (Kamloops), Smith (Queens-Shelburne), Stambaugh—(7). 


Representing the House of Commons: Mrs. Rideout and Messrs. Aiken, 
_ Basford, Cameron (High Park), Cantelon, Cashin, Chatterton, Francis, Gray, 
Knowles, Laverdiere, Lloyd, Macaluso, Morison, Munro, Prittie, Rhéaume— 
(17). 


4 In attendance: Dr. Joseph Willard, Deputy Minister of Welfare and 
_ Messrs. Tom Kent, Policy Secretary, Prime Minister’s Office, J. E. E. Osborne, 
Technical Adviser to this Committee, D. Thorson, Assistant Deputy Minister 
of Justice, D. Sheppard, Assistant Deputy Minister of National Revenue, 
D. Hart Clark, Director of Pensions and Social Insurance Division, Department 
of Finance. 


- se 


The Chairman opened the meeting. 


The Committee instructed the Clerk of the Committee to delay the 
printing of this Committee’s Minutes of Proceedings of the sittings held on 
Thursday, February 4, 1965; Friday, February 5, 1965 and Monday, February 
8, 1965 until the final report of the Committee is presented in the House of 
Commons. 


i ee See 
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Mr. Knowles moved, seconded by Mr. Lloyd, 


That all written representations and/or briefs submitted by individuals 
who did not appear as witnesses before this Committee, be printed as appendices 
to this Committee’s Minutes of Proceedings and Evidence of Friday, February 
5, 1965. 

And debates arising thereon, Mr. Basford moved, seconded by Senator 
Denis, 

That this motion be amended to delete the name of Mr. Latulippe, M.P. 
from the list of individuals who have submitted written representations to 
this Committee. 
| After further debate, the question being put on the said amendment, it 
‘ was resolved, by show of hands, in the affirmative; 


Yeas: 10; Nays: 8. 
And the question being put on the said motion as amended, it was resolved, 
_ by a show of hands, unanimously in the affirmative. 


Sie; et es Le a Se Sa —. San ae 


is “> 


2051 


2052 | JOINT COMMITTEE 


The Committee then unanimously agreed and it was Ordered: That the 
following written representations and/or briefs be appended to this Com- 
mittee’s Minutes of Proceedings and Evidence of Friday, February 5, 1965, 
for the convenience of the members of the Committee. 


(see Appendix A66 Issue No. 23) 


WRITTEN REPRESENTATIONS 


(a) Mr. Donald C. Macgregor, Toronto, Ontario 

(b) Edmonton Chamber of Commerce 

(c) John Labatt Limited, London, Ontario 

(d) The Wyatt Company, Ottawa 

(e) Mr. D. C. Baillie, University of Toronto 

(f) Colonel Robert Watt, Financial Secretary, The Salvation Army, 
Toronto, Ontario 

(g) Mr. Fred Richardson, Professional Agrologist, Toronto, Ontario 

(h) Mrs. James A. Macdonald, Ottawa 

(1) Mrs. G. Steele, Victoria, B.C. 

(j) Miss Mary T. Roberts, Victoria, B.C. 

(k) Mr. John Cheadric, The Action Committee for the Advancement of 
the Blinded, North Vancouver, B.C. 

(lt) Mr. F. W. D. Campbell, Messrs. Campbell, Lawless & Punchard, 
Chartered Accountants, Toronto, Ontario 

(m) Miss M. E. Campbell, Ottawa 

(n) Mr. K. Campbell, Secretary, Fisheries Association of B.C. 

(o) The Canadian Labour Congress, Ottawa 

(p) Mr. Leslie C. Johnson, Crescent Beach, B.C. 

(q) Communist Party of Canada 


BRIEFS 


(r) Mr. Earl Sager, Madoc, Ontario 

(s) Mr. P. Ackerman, P.Eng., Montreal, Quebec 
(t) Mr. Douglas R. Butt, Willowdale, Ontario 
(u) Mr. Robert A. Nix, Toronto, Ontario 


On motion of Mr. Knowles, seconded by Mr. Lloyd, | 


Resolved unanimously: That corrections requested to be made in the brief — 
submitted by the Fishermen and Allied Worker’s Union as specified in their | 
letter dated February 5, 1965, appear in this Committee’s Minutes of Proceed- — 
ings of today; (see Corrigendum) 


On motion of Mr. Basford, seconded by Mr. Macaluso, 


Resolved unanimously: That a memorandum prepared by Mr. Hart D. — 
Clark, Director of Pensions and Social Insurance Division, Department of j 
Finance, be printed as an appendix to this day’s Minutes of Proceedings and * 
Huadence: (See appendix A67) g 

Then the Committee began its consideration of Bill C-136. : 

By unanimous consent, all clauses of Bill C-136 were adopted except the@ 
following, on division; namely clauses: 2,(1) (h); 41 (1); 52; 56 (2) (3) (4)m@ 
(a)s07 26 2),/638))(4) (5): 62.08). 6961). 89 (Cl yt 0 2) (a): 1107 €3) (a); 
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On Clause 2: 


On motion of Mr, Munro, seconded by Mr. Francis, 


Resolved unanimously: That paragraph (h) of subclause (1) of Clause 2 
of Bill C-136 be amended by striking out line 3 on page 2 and substituting the 
following: 


“in respect of his self-employed earnings, and includes a person the 
amount of whose earnings on which a contribution has been made for 
a year under this Act calculated as provided in subparagraph (i) of 
paragraph (6b) of section 53 exceeds zero:” 


On Clause 41: 
On motion of Mr. Munro, seconded by Mr. Francis, 


Resolved unanimously: That subclause (1) of Clause 41 of Bill C-136 
be amended by adding thereto immediately after paragraph (e) the following 
paragraph: : 


“respecting the manner in which any provision of this Act that applies 
or extends to an employer of an employee shall apply or extend to 
any person by whom the remuneration of an employee for services 
performed in pensionable employment is paid either wholly or in part, 
and to the employer of any such employee;” 


On Clause 52: 
On motion of Mr. Munro, seconded by Mr. Francis, 


Resolved on division: That Clause 52 of Bill C-136 be amended by adding 
thereto the following subclause: 


When contribution deemed to have been made. 


(3) ‘For the purposes of this Part, 

(a) a contributor shall be deemed to have made a contribution for any 
year for which his unadjusted pensionable earnings exceed his 
basic exemption for the year, and shall be deemed to have made 
no contribution for any year for which his unadjusted pensionable 
earnings do not exceed his basic exemption for the year; and 

(b) a contributor shall be deemed to have made a contribution for earn- 
ings for any month for which a contribution is deemed by subsection 
(1) to have been made by him.” . 


On Clauses 56 and 57 of the French Version of Bill C-136: 
On motion of Mr. Munro, seconded by Mr. Francis, 


Resolved on division: That the French version of the said Bill C-136 be 
amended by striking out the word “ensuite” in the expression “ayant ensuite 
acquis droit 4 l’autre pension susdite’ wherever that expression appears in 
~subclauses (2) to (5) of clause 56 and subclauses (2) to (5) of clause 57 

of the said French version. 


On clause 62: 


Mr. Aiken moved, seconded by Mr. Basford, 
That subclause (8) of Clause 62 of Bill C-136 be deleted. 
And debate arising thereon, the question being put on the said motion, 
it was, by a show of hands, negatived; 
Yeas: 5; Nays: 15 
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Thereupon, Senator Stambaugh moved, seconded by Mr. Francis, 


That subclause (8) of Clause 62 of Bill C-136 be amended to read as 
follows: . 


Where a contributor dies within 1 year after his marriage, no survivor’s 
pension is payable to his surviving spouse if the Minister is not satisfied 
that the contributor was at the time of his marriage in such a condition 
of health as to justify him in having an expectation of surviving for at 
least 1 year thereafter. 


After debate thereon, the question being put on the said motion, it was, 
by a show of hands, resolved unanimously. 


On Clause 69: 
On Motion of Mr. Munro, seconded by Mr. Francis, 


Resolved unanimously: That subclause (1) of Clause 69 of Bill C-136 
be amended by striking out line 3 on page 52 and substituting the following: 


“amount equal to 1.5% of the Year’s Maximum Pensionable”. 
On Clause 99: 
On Motion of Mr. Munro, seconded by Mr. Francis, 


Resolved unanimously: That Sub-clause (1) of Clause 99 of Bill C-136 
be amended by striking out line 38 on page 63 and substituting the following: 


“relating to the earnings or a contribution of a contributor shall be 
conclusively presumed to”. 


On Clause 110: 


On motion of Mr. Munro, seconded by Mr. Knowles, 


Resolved unanimously: That subparagraph (a) of subclause (2) of Clause 
110 of Bill C-136 be amended by striking out line 44 on page 71 and substitut- — 
ing the following: 


“(a) all amounts received under this Act as or on account of contributions 
or otherwise;” 
On Clause 110: 


On motion of Mr. Munro, seconded by Mr. Knowles, 


Resolved unanimously: That subparagraph (a) of subclause (3) of | 
Clause 110 of Billi C-136 be amended by striking out lines 10 and 11 on page 
72 and substituting the following: 


“(a) all amounts payable under this Act as or on account of benefits 
or otherwise;” 
On Clause 112: 


On motion of Mr. Munro, seconded by Mr. Francis, 


Resolved unanimously: That subclause (2) of Clause 112 of Bill C-136 
be amended by striking out lines 7 to 9 on page 73 and substituting the following: 


“ealculated at such rate on the average daily operating balance in the 
said Account for the preceding month as the Minister of Finance may 
ix" . - 
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. On Clause 117: 
On motion of Mr. Munro, sel ohdee by Mr. Francis, 


Resolved (| OR EAN Be That subclause (1) of Clause 117 of Bill C-136 
be amended by striking out lines 41 and 42 on page 80 and substituting the 
- following: 


“employers, self-employed persons and the public, each of whom shall 
be appointed by the Governor in Council for such term, not exceeding 
5 years, as will ensure as far as possible the expiration in any one year 
of the terms of appointment of fewer than one half of the members, 
and one of whom shall be appointed by the Governor in Council to be 
the Chairman of the Committee.” 


- On Clause 117: 
On motion of Mr. Munro, seconded by Mr. Knowles, 
Resolved unanimously: That subclauses (4) and (5) of Clause 117 of 


Bill C-136 be amended by renumbering sub-clauses (4) and (5) and adding 
immediately after subclause (3) the following subclause: 


Rules of procedure. 


(4) The Advisory Committee may make such rules as it deems neces- 
sary for the regulation of its proceedings, for the fixing of a quorum 
for any of its meetings and generally for the conduct of its activities.” 


Sey ae 


Then the schedule, part of Clause 124 of Bill C-136 was carried on division. 
The title and the Preamble were carried unanimously. 


ei. 

: The Bill as amended carried unanimously. 

{ The Committee agreed, on division, that the Joint Chairman report the 
a said Bill C-136 as amended. 

i Then the Committee proceeded in camera to its consideration of the Draft 
4 Report. 

4 Paragraphs: 1, 2, 3, 4, 5, and 6 of the Draft Report were carried Ua ernment 
7 Sub-paragraphs 1 and 2 of paragraph 7 of the Draft Report were carried 
. unanimously. 

4 Mr. Knowles moved, seconded by Mr. Prittie, 

j That subparagraph (3) of paragraph 7 to the Draft Report be deleted, 
and that the following be substituted therefor: 

4 “The level of combined benefits available under the Canada Pension 
4 Plan and the Old Age Security Act should be adequate for those people 


for whom such benefits will be the only source of income after retire- 
ment.” 


= pe 


And debate arising thereon, the question being put on the said motion, it 
_ was resolved, by a show of hands, in the affirmative; Yeas: 15; Nays: 5. 

f Sub-paragraphs 4, 5, 6, 7, and 8 of paragraph 7 of the Draft Report were 
- severally carried. 


a On paragraph 8: 


Mr. Aiken moved, seconded by Mr. Chatterton, 
: That paragraph 8 of the Draft Report be amended by adding, after the 
as _ words “following changes in the Bill’, the following: 


The Committee supports the stated objective of the government as 

enunciated in the white paper on the Canada Pension Plan tabled in 

the House of Commons on August 10, 1964, which is as follows: 
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Also on paragraph 8 of the Draft Report: 


Mr. Aiken moved, seconded by Mr. Cantelon, 
That paragraph 8 of the Draft Report be amended by adding the following: 


JOINT COMMITTEE 


“This is to establish a contributory pension plan, ensuring that, as 
soon as is possible in a fair and practical way, all Canadians will 
be able to look forward to retiring in security and with dignity.” 


The Committee favours a portable, contributory retirement plan geared 
to the needs of all Canadians and implemented without further delay. 

Having heard the extensive evidence presented to the joint Com- 
mittee, it is apparent that the plan as presently drafted falls far short of 
this objective, in that persons in greatest need, such as those already 
retired; and those with small income or casual employment will never 
benefit; and that large numbers of those who do qualify will have 
completely inadequate benefits, 

THEREFORE to correct these gross omissions and inequities the 
Committee recommends that consideration be given to amending Bill 
C-136 to provide that: 


(a) all persons over age 70 receiving Old Age Security benefits shall 
receive an additional uniform flat amount of not more than $25 
a month to be paid from the Canada Pension Plan fund when the 
first benefit payments are made from the fund. 

(b) all persons between 65 and 70 who meet a retirement test and who 
elect to draw the actuarially reduced Old Age Security payment 
shall receive an additional uniform flat amount of not more than 
$25 a month to be paid from the Canada Pension Plan Fund when, 
the first benefit payments are made from the fund. 9 

(c) Subject to an appropriate residence test, all persons qualifying for 
any pension benefit under the Canada Pension Plan shall receive a 
minimum pension of $25 a month in the case of a single person 
and of $40 per month in the case of a married couple. 

(d) No one regardless of the smallness of his income shall be excluded 
from the plan, and to this end contributions shall be required on 
total income up to the earnings ceiling from all persons earning 
$600 or more in the case of employed persons and $800 or more in 
the case of self-employed persons; and that persons earning less 


than these minima in each class respectively shall be credited with — 


their actual earnings for the purpose of determining the amount of 
pension which they will be entitled to draw, without making a 
contribution. 

(e) A student who has attained the age of 18 and is less than 25 years 
of age shall, at his option, not be required to make contributions 
in such of those years in which he is registered as a full time student 
at a recognized educational institution, in which case the years in 
which such person did not make contributions shall not be included 
in determining lifetime earnings. 


(f) The transition period under the Canada Pension Plan be 20 years 
rather than 10 years, and the benefits be recalculated accordingly. 


After debate thereon, the question being put on the said motion, it was, 
by a show of hands, negatived; Yeas: 5; Nays: 18. 


“That a student who has attained the age of 18 and is less than 25 years 
of age shall, at his option, not be required to make contributions in each 
of those years in which he is registered as a full time student at a 
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recognized educational institution, in which case the years in which 
such person did not make contributions shall not be included in deter- 
mining lifetime earnings.” 


And debate arising thereon, the question being put on the said motion, 
it was, by a show of hands, negatived; Yeas: 5; Nays: 18. 


Again on paragraph 8 of the Draft Report: 


Mr. Aiken, moved, seconded by Mr. Rhéaume, 

That paragraph 8 of the Draft Report be amended so that after the words: 
“following changes in the Bill’ a sub-paragraph (1) be added and the other 
sub-paragraphs be renumbered accordingly, to read as follows: 


“That those persons described in Clauses 6 (h) and (7) of the Bill as 
being in accepted employment, at their option be permitted to declare 
themselves as self-employed persons and therefore to be entitled to make 
contributions and receive benefits accordingly.” 


After debate thereon, the question being put on the said motion, it was, 
by a show of hands, negatived; Yeas: 5; Nays: 16. 

Thereupon, sub-paragraphs 1, 2, 3, 4, 5, and 6 of paragraph 8 of the Draft 
Report were carried. 


On paragraph 9: 


Mr. Knowles moved, seconded by Mr. Prittie, 
That paragraph 9 of the Draft Report be deleted, and that the following 
be substituted therefor: 


“The Committee also recommends that consideration be given to the 
amending of Part IV of Bill C-136 to provide for an increase in the 
pension paid under the Old Age Security Act to $100.00 a month and 
for the lowering of the eligible age for the full pension under the Old 
Age Security Act to age 65.” 


And debate arising thereon, the question being put on the said motion, it 


_ was, by a show of hands, negatived: Yeas: 2, Nays: 19. 


Thereupon Mr. Knowles moved, seconded by Mr. Prittie, 
That paragraph 9 be deleted, and that the following be substituted 


- therefor: 


“The Committee also recommends that consideration be given to the 
amending of Part IV of Bill C-136 to provide for an increase in the 
amount of the pension paid under the Old Age Security Act and for the 
progressive lowering of the eligible age for a full pension under the Old 
Age Security Act to age 65.” 


After debate thereon, the question being put on the said motion, it was, 
by a show of hands, negatived; Yes: 6; Nays: 15. 


Paragraphs 9, 10 and 11 were carried. 
Appendices A, B; B-1; C and D to the Report were carried. 
On motion of Mr. Knowles, seconded by Mr. Munro, 


Resolved, on division: That the Joint Chairmen report to their respective 


Houses the findings of this Committee respecting Bill C-136. 


At 7:07 o’clock p.m. the Committee adjourned “sine die”. 


Maxime Guitard, 
Clerk of the Committee. 
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Monpay, February 8, 1965. 


The CHAIRMAN (Mr. Cameron): We have a quorum; will the committee 

_ please come to order. 

This is a meeting in camera. I would ask anyone who is not entitled to be 

_ present to kindly retire at this stage of our proceedings. 

| I also would like to say that the understanding arrived at by the steering 
committee this morning is that the minutes of this meeting will not be printed 
until after the report, when it is agreed to, is filed in the house. This will be 

controlled by reason of the fact that the minutes will be in the possession of 
the clerk and he will not hand them over to the printing bureau until after 

the report has been filed. Of course, the intention is to preserve the secrecy 

of the report until it is filed in the house. 


Mr. AIKEN: Mr. Chairman, on that particular point, although I may be 
mistaken, it was my understanding that we would have the proceedings tabled 
with the report, but not before. 


' The CHAIRMAN (Mr. Cameron): Well, that is correct, Mr. Aiken, the pro- 
~ ceedings will be tabled with the report, but the minutes of this meeting are 
not going to be printed until after the report is provided. Do you mean that 
it should be done at the same time? 

Mr. AIKEN: Well, I thought that is what would be done. 

F The CHAIRMAN (Mr. Cameron): Mr. Guitard, how do we get over that dif- 
- ficulty? If we do not have these minutes printed until after the report is 
; filed how can we table them? 

4 Mr. KNOWLES: I suppose you could table the typewritten copy. 

The CHAIRMAN (Mr. Cameron): The clerk has advised me that we could 
j table in the house the typewritten copies of the unrevised minutes. Is that not 
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The CLERK OF THE COMMITTEE: Yes, Mr. Chairman. 
The CHAIRMAN (Mr. Cameron): Is that satisfactory to you, Mr. Aiken? 
: Mr. AIKEN: Yes. We merely felt that they all should be filed at the same 
time 
The CHAIRMAN (Mr. Cameron): Now, we have a number of written repre- 
_sentations and briefs. If someone will make the necessary motion and someone 
else will second it, the motion will be as follows: 

That the following written representations and briefs, submitted to 
this committee by people who did not appear as witnesses, be printed as 
appendices to this committee’s minutes of proceedings and evidence. 
(See Minutes of Proceedings). 


4 Mr. CHATTERTON: Mr. Chairman, for the sake of tidiness and so as not 
to clutter up the final report too much would it be feasible that this could be 
printed in another part of the minutes? 
} The CHAIRMAN (Mr. Cameron): I was going to ask that this be included 
the minutes of our meeting held on Friday night, if that is agreeable. 

Hon. Mr. DENIS: Mr. Chairman, was the name of Mr. Laprise or Mr. La- 
tulippe mentioned in that motion? 
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The CHAIRMAN (Mr. Cameron): Mr. Latulippe was mentioned. 


Hon. Mr. Denis: Is that the speech which Mr. Latulippe made in the 
house? 


The CHAIRMAN (Mr. Cameron): This is a paper he presented in connection 
with the Canada pension plan. 


Hon. Mr. Dents: Another paper? 
The CHAIRMAN (Mr. Cameron): Yes. 


Mr. BAsForD: Mr. Chairman, I have two questions. In respect of my first, 
it may be that I missed something that was said the other day. But, could you 
advise me when the brief of the United Allied Fishermen was made part of the 
minutes? 

Mr. CHATTERTON: It was submitted to the steering committee. 


Mr. KNOWLES: That was made part of the proceedings last week along 
with one or two others. 

Mr. Basrorp: I just wanted to make sure. 

I object, Mr. Chairman, to the inclusion of the correspondence from Mr. 
Latulippe. I think it is an unusual procedure for members of parliament to be 
able to write to a parliamentary committee and ask that their submission be 
made part of the record. The Creditiste party has a representative on this 
committee and they, as a party, could have participated in the proceedings of 
the committee. But, their representative has hardly ever been present, and I 
see no reason for this. As I say, it is most unusual for a parliamentary com- 
mittee, under the rules, to call a member of parliament before the committee 
as a witness. It is most unusual and happens only in very unusual circum- 
stances. I think it even unusual that a member of parliament write to the 
committee and ask that something be made part of the record. 

I can see the necessity and fairness of putting on the record communica- 
tions from individuals, who have a right to expect, as citizens, that their views © 
be made known to the committee, but a member of parliament has his own 
way and has his own right to debate and put forward his proposals at the 
appropriate time in the House of Commons. I do think it is improper for him — 
to ask that it be made part of the record and, as well, I think it would be most _ 
improper for the committee to agree that it be made part of the record. 

The CHAIRMAN (Mr. Cameron): For your information, after it was inti- 
mated that Mr. Latulippe, through his secretary, wanted to do this I went and 
discussed it with his secretary. The document he wants to file is a paper in 
which he sets out his views in respect of the Canada pension plan. Perhaps I 
am wrong in this but, as a member of parliament, I thought if he wanted to_ 
have put on the record what his views were that perhaps it was not unreason- 
able that we should accede. But, that is for the committee to decide. ‘ 

Mr. Basrorp: Mr. Chairman, I would like to move an amendment to the 
motion, that his communication be struck out of the motion. 

Mr. CHATTERTON: He was not a member of the committee? 

The CHAIRMAN (Mr. Cameron): No. 


Mr. BasrorD: I am of the opinion, on the grounds that his party has had 
a representative on the committee, who has hardly seen fit to participate in 
the proceedings, that it is improper for a member of parliament to make such 
a request. 
The CHAIRMAN (Mr. Cameron): We have not a mover for this motiol 
which I have before me. Is someone prepared to move it? P 
Mr. KNowLEs: Is that the original? 
The CHAIRMAN (Mr. Cameron): Yes. 


Mr. KNOWLEs: I will move the original motion. 
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Mr. Luoyp: I will second the original motion. 

The CHAIRMAN (Mr. Cameron): Mr. Basford has moved an amendment, 
that the reference to Mr. Latulippe be struck out. Could I have a seconder for 
the amendment? 

Hon. Mr. DENIS: I second the motion. 

Mr. KNOWLES: Mr. Chairman, before the amendment is put may I say that 
I do think it is an odd way for Mr. Latulippe to go about doing this but it is 
not completely unheard of for a member of parliament who is not a member 
of a committee to ask to be heard by this committee. Now, this committee does 
not have to be governed by all past practices; we would not be committing an 
unpardonable sin if we did it. But, Mr. Chairman, I would like to be guided 
by your judgment because you have looked at this situation. 

Mr. Francis: Mr. Chairman, I think my question is relevant to Mr. 
Knowles’ point. Did Mr. Latulippe produce a paper or was it an extract from 
his speech in the House of Commons? 

The CHAIRMAN (Mr. Cameron): Both. It was a résumé of a speech, to- 
gether with another document setting forth his views in respect of the Canada 
pension plan, something which he considers a superior plan. 

Mr. FrANcIs: I would like to say that if all he is bringing to the atten- 
tion of the committee is his speech in the House of Commons, that is one thing, 
but if it is something above and beyond anything he has previously placed 
on the record of Hansard, that is another thing, in my opinion. 

The CHAIRMAN (Mr. Cameron): It is over and beyond what he has placed 
on Hansard of the house. I could not tell you what is in it because not being 
fluent in both languages I was unable to translate very accurately from French 
into English. But, I had an assurance from his secretary that what I stated 
it to be is what it is. 

Mr. CHATTERTON: I feel like Mr. Knowles, that since he was not a mem- 
ber of the committee, although it is unusual, I think we should give him that 
right. 

Mr. KNOWLES: Let us not be ungenerous. 

The CHAIRMAN (Mr. Cameron): Is there any further discussion? If not, 
all those in favour of the amendment proposed by Mr. Basford and seconded 
by Mr. Denis? All those opposed? The motion carries. 

Mr, AIKEN: You mean the amendment carries. 

The CHAIRMAN (Mr. Cameron): Yes. Now, the main motion. Before deal- 
ing with that, I think I should call to your attention that the Canada Pulp 
and Paper brief apparently already has been recorded in the minutes so I 
think it would be in order that reference to it be struck out. Do I have your 
consent to do that? 

Mr. KNOWLES: Yes. 

The CHAIRMAN (Mr. Cameron): And, yours, Mr. Lloyd? 

Mr. Luoyp: Yes. 

The CHAIRMAN (Mr. Cameron): All those in favour of the motion as 
amended? 

Mr. BASFORD: What is the motion? 

The CHAIRMAN (Mr. Cameron): The motion as amended? 

Mr. KNOWLES: By your ungenerous act. 


The CHAIRMAN (Mr. Cameron): Are there any contrary minded? Motion 
agreed to. Then, we have the letter from the United Fishermen and Allied 
Workers’ Union dated February 5, 1965, in which they request permission to 
make a change in their brief as filed. I assume we could have a motion agree- 
ing to their brief being amended. 
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Mr. KNow gs: Is this a typographical error of some sort? — - 


The CHarrMAN (Mr. Cameron): No. I understand the brief has already 
gone to the printer. Apparently they have come to the conclusion that they 
want to change it in a material way because they think it is important enough 
to be changed. They ask that their brief, as filed, be changed in accordance 
with the request. 

Mr. BasrorpD: I read their brief with great care. If this is a change of 
substance, I would like to know what is the change. 


The CHarrman (Mr. Cameron): The letter says: 


Further to our letter of January 29 we wish to inform you of a 
correction which must be made on page 20 of our submission. 

We are enclosing a copy of the final page with the correction made 
and underlined and would appreciate it if copies of this could be dis- 
tributed to members of the joint committee as we understand was done 
with the original brief. 


We are therefore forwarding to you, under separate cover, 100 copies 
of the corrected page. 


As you will see on reading it the last portion hardly makes sense 
without the correction that we have indicated. 


We have also heard that the decision has been reached that the ¥ 
full text of our brief will be included in the printed record. We urgently 
request that this correction be made prior to the printed record being j 
completed if at all possible. 


Yours sincerely, 
United Fishermen and Allied Workers’ Union 
Per Homer Stevens, Secretary-Treasurer. 


On page 20 of their letter the part that is underlined reads as follows: 


Therefore, we propose a three part contribution formula, under 
which two thirds of the total would consist of matching, earnings related 
contributions by employer and employee, while the remaining third would 
be a levy against industry at a fixed percentage of the value of production. 


Mr. KNOWLES: Does the clerk know whether the minutes are already set 
in type and whether it is too late to change them? If so, all we can do is to 
suggest that this be made an appendix to Friday’s minutes. I will so move, 
Mr. Chairman. 

Mr. Luoyp: I second it. 


The CHAIRMAN (Mr. Cameron): It is moved that the letter dated February — 
9, 1965, from the United Fishermen and Allied Workers’ Union and the  . 
memorandum enclosed therewith be printed as an appendix to Friday’s minutes. a 
You have heard the motion. Is there any discussion? . 
Mr. BasFrorp: Is there an addition of a new paragraph? a 
The CHAIRMAN (Mr. Cameron): It is a change; I could not tell you 
whether it is an addition or a correction. 
Mr. BAsrorD: Where is it corrected? 


The CHAIRMAN (Mr. Cameron): It appears on page 20. You can have a 
look at it. | 


Mr. PRITTIE: Did you get 100 copies? Could you give them out? Perhaps — 
it would be helpful. . s 


Mr. Munro: While this is being examined by Mr. Basford could I raise 
another point that has nothing to do with this? 
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Appendix D was just handed out. Would the members be kind enough 
to turn to page 2 and see whether page 2 has anything to do with these amend- 
ments, because a mistake was made. Page 2 should start out: “4. Strike out 
line 3”. Would the members that have not got the second page hand me their 
appendices so that they can be corrected? 


The CHAIRMAN (Mr. Cameron): Are you now satisfied, Mr. Basford? 
Mr. BasFrorp: Yes, I-am satisfied. 

The CHAIRMAN (Mr. Cameron): Are you prepared to support the motion? 
Motion agreed to. 


Is the report ready to be tabled, Mr. Munro? 


Mr. Munro: It will be down very shortly. I was wondering whether we 
could proceed now. Mr. Knowles suggested a procedure whereby we might 
proceed with the amendments which we now have. The report which is to be 
tabled should be down here any minute; they are putting it together with 
staples. 

Mr. KNOWLES: Mr. Chairman, I suggest that we go ahead with the 
proposal with which we agreed in the steering committee this morning even 
though we had not got the draft report before us. Those of us who are on the 
steering committee know it includes a paragraph which says that the commit- 
tee has agreed to report the bill with certain amendments. This is a part of 
the recommendation. I would suggest that you, Mr. Chairman, ask for unani- 
mous consent to deal with all the clauses of the bill except the ones that are 
being amended as set out in appendix D, the appendix that was just passed 
around. We could then call these individual clauses and get to the point where 
we will report the bill as amended knowing that we will then have a committee 
report in which we say “However, we think certain other changes should 
be made.” 

The CHAIRMAN (Mr. Cameron): This follows along the lines of Mr. 
Knowles’ suggestion, and as he has indicated, it was agreed to in the steering 
committee this morning. I am therefore asking: Is there unanimous consent 


‘that all clauses of Bill No. C-136 be adopted except the following: clause 2 (h), 


clause 52; clause 56, subclauses (2), (3), (4) and (5); clause 57, subclauses 
(2), (8), (4) and (5); clause 69, subclause (1); clause 99, subclause (1); 
clause 110, subclause (2)(a); clause 110, subclause (3) (a); clause 112, sub- 
clause (2); clause 117, subclause (1), and clause 117, subclauses (4) and (5). 

Is there unanimous consent that all clauses of Bill No. C-136 be adopted 
except the ones that I have read? 

Mr. AIKEN: Mr. Chairman, there are two things I would like to say on 
this suggestion. Firstly, I want to add one other clause which I wish to be 
considered, and that is clause 62, subclause 8, which I have raised on previous 
occasions. It relates to the so-called death-bed marriages. In respect of the 
remainder of the clauses, if they are adopted, the adoption would have to be 
on division, because we have several recommendations which might affect 
any of the provisions of the bill. Subject to that, we can proceed on that basis. 

Mr. KNowLEs: This is the understanding we had in the steering committee. 

The CHAIRMAN (Mr. Cameron): Did you say clause 62, subclause (8)? 

Mr. AIKEN: Yes. 


The CHAIRMAN (Mr. Cameron): Mr. Thorson has also suggested we except 
subclause (4). 

Is it agreed that all clauses of Bill No. C-136, except the ones I have read > 
and these two additions, be adopted on division? 

Agreed to. 
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The CHarirmMAN (Mr. Cameron): We will therefore proceed with the 
amendment in respect of clause 2 ( h). The amendments are those which we 
have had the opportunity of having presented to us by Mr. Thorson. The 
amendment in respect of clause 2 (h) would be to strike out line 3 on page 2 
and substitute the following: 


in respect of his self-employed earnings, and includes a person the 
amount of whose earnings on which a contribution has been made for 
a year under this Act calculated as provided in subparagraph (i) of 
paragraph (b) of section 53 exceeds zero: 


Mr. Munro: I would move, seconded by Mr. Francis, that clause 2 (h) 
be so amended. 


The CHairRMAN (Mr. Cameron): You have heard the motion. Is there 
any discussion? All those in favour of the motion? 

Motion agreed to. 

Mr. KNOWLEs: It is also understood that when the agenda to the report 
is finally prepared it will contain these amendments. 


Mr. Munro: I should have repeated the wording clause by clause, but 
the Chairman did. 


Mr. KNOWLEs: It will be clear in the report. 

Mr. Munro: Yes. 

The CHAIRMAN (Mr. Cameron): Shall clause 2 (h) as amended carry on 
division? 

Clause 2 (h) as amended agreed to. 

The CHAIRMAN (Mr. Cameron): The next amendment relates to sub- 


clause (1) of clause 41 which will be amended by adding thereto immediately 
after paragraph (e) the following paragraph: 


(f) respecting the manner in which any provision of this act that 
applies or extends to an employer of an employee shall apply or 
extend to any person by whom the remuneration of an employee 
for services performed in pensionable employment is paid either 
wholly or in part, and to the employer of any such employee; 
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Mr. Munro: I would move, seconded by Mr. Francis, that subclause (1) 
of clause 41 be amended by adding immediately after paragraph (e) the 
paragraph you have just read, Mr. Chairman. | 

Mr. CHATTERTON: Mr. Chairman, I am not objecting, but I do not think this 
clause has been explained by Mr. Thorson. 

Mr. D. S. THorson (Assistant Deputy Minister, Department of Justice): No, 
sir. This is an additional amendment to meet the point raised by the teachers, 
that there may be occasions when a person other than the person by whom 
the teacher is employed is the person who pays the remuneration. This would 
permit dealing with not only the employer but also the person who pays the 
remuneration and would permit adjustments of the obligation arising under 
the bill accordingly. 

Mr. CHATTERTON: Does it also cover such cases of municipal employees 
where part of the remuneration is paid by the provincial government? 

Mr. THORSON: That could be. 4 

The CHairMAN (Mr. Cameron): You have heard the motion. Do you agree © 
to the amendment? q 

Amendment agreed to. 
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The CHAIRMAN (Mr. Cameron): Does subclause (1) of clause 41, as 
amended, carry on division? 

Subclause agreed to. 

Mr. KNOWLES: Are these all on division? 

Mr. CHATTERTON: Just carried. 

The CHAIRMAN (Mr. Cameron): Very well. 

The next one we have to deal with is clause 52. 


Mr. Munro: Mr. Chairman, I would move, seconded by Mr. Francis, that 
clause 52 be amended as follows by adding thereto the following subclause: 


(3) for the purposes of this part, 

(a) a contributor shall be deemed to have made a contribution for 
any year for which his unadjusted pensionable earnings exceed 
his basic exemption for the year, and shall be deemed to have 
made no contribution for any year for which his unadjusted pen- 
sionable earnings do not exceed his basic exemption for the year; 
and 

(b) a contributor shall be deemed to have made a contribution for 
earnings for any month for which a contribution is deemed by 
subsection (1) to have been made by him. : 


Amendment agreed to. 


The CHAIRMAN (Mr. Cameron): Clause 52, as amended, agreed to. 
Mr. AIKEN: On division, Mr. Chairman. We agree to the amendment, but 
this touches the whole contribution question. 
The CHAIRMAN (Mr. Cameron): Clause 56. 
Mr. Munro: This is item 11 on page 3 of our appendix; that clause 56, 
subclauses (2), (3), (4) and (5) be amended as follows: 
Amend the French version of the said Bill by striking out the word 
“ensuite” in the expression “ayant ensuite acquis droit a l’autre pen- 
sion susdite”” wherever that expression appears in subsections (2) to (5) 
of section 56 and subsections (2) to (5) of section 57 of the said French 
version. 


The CHAIRMAN (Mr. Cameron): You have heard the amendment. Is there 
any discussion? All those in favour of the amendment? 

Amendment agreed to. 

Clause 56, subclauses (2), (3), (4) and (5) as amended agreed to on 
division. 

Mr. KNOWLES: You had better call clause 57, too. 

The CHAIRMAN (Mr. Cameron): Clause 57. 

Mr. Munro: Do I have to read it all out again? I would move that clause 
57 be amended as set out in the previous amendment. 

The CHAIRMAN (Mr. Cameron): You have heard the motion. Is there any 
discussion? 

Amendment agreed to. 

Clause 57, subclauses (2), (3), (4) and (5), as amended, agreed to. 


The CHAIRMAN (Mr. Cameron): Clause 58. 

Mr. Munro: Mr. Chairman, we now move to the top of page 2, item 4. 
I would move that clause 69, subclause (1), be amended by striking out line 
3 on page 52 and substituting the following: 


—amount equal to 1.5% of the Year’s Maximum Pensionable— 
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Mr. Francis: I second the motion. | . 
The CHAIRMAN (Mr. Cameron): You have heard the motion. 
Motion agreed to. : 
Clause 69, as amended, agreed to. 
Mr. Munro: Mr. Chairman, I would move that clause 99 (1) be amended 
by striking out line 38 on page 63 and substituting the following: 
—relating to the earnings or a contribution of a contributor shall be 
conclusively presumed to— 
Amendment agreed to. 
Clause 99 (1), as amended, agreed to. 
The CHAIRMAN (Mr. Cameron): Clause 110, subclause (2) (a). 


Mr. Munro: This is item 6 on page 2. Mr. Chairman, I would move that 
clause 110, subclause (2) (a) be amended by striking out line 44 on page 71 
and substituting the following: 


(a) all amounts received under this Act as or on account of contributions | 
or otherwise; q 


Mr. KNOWLES: Perhaps I might second the motion because this is one 
suggestion I made to help the fund get some money. 


The CHAIRMAN (Mr. Cameron): You have heard the motion? 
Motion agreed to. 

Clause 110 (2) (a), as amended, agreed to. 

The CuHarrman (Mr. Cameron): Clause 110 (3): 


Mr. Munro: Mr. Chairman, this is item 7 on page 2. I would move that 
clause 110, subclause (3) (a) be amended by striking out lines 10 and 11 on 
page 72 and substituting the following: 


(a) all amounts payable under this Act as or on account of benefits 
or otherwise; 


Mr. FRANCIS: I second the motion. 
Motion agreed to. 


The CHAIRMAN (Mr. Cameron): Shall clause 110 (3) as amended, carry? 4 
Clause agreed to. 


Mr. Munro: I move that clause 112 (2) be amended as follows: 


Strike out lines 7 to 9 on page 73 and substitute the following: 


“calculated at such rate on the average daily operating balance in the _ 


said Account for the preceding month as the Minister of Finance — 
may fix.” a 


Mr. Francis: I second the motion. 


The CHairman (Mr. Cameron): It has been moved by Mr. Munro an b 


seconded by Mr. Francis. You have all heard the motion? What is your — 
pleasure? i 


Motion agreed to. 
Shall clause 112 (2) as amended, carry? 
Clause agreed to. 


Mr. Munro: I move that clause 117 (1) be amended as follows: . 
Strike out lines 41 and 42 on page 80 and substitute the following: 


“the employers, self-employed persons and the public, each of whom 
Shall be appointed by the governor in council for such term, not 
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exceeding 5 years, as will ensure as far as possible the expiration 
in any one year of the terms of appointment of fewer than one 
half of the members, and one of whom shall be appointed by the 
governor in council to be the chairman of the committee.” 


Mr. FRANCIS: I second the motion. 
The CHAIRMAN (Mr. Cameron): Does clause 117 (1) carry? 
Motion agreed to. 


Mr. Munro: I move that clause 117 (4) and (5) be amended as follows: 


Renumber subsections (4) and (5) of section 117 as subsections 
(5) and (6) and add immediately after subsection (3) the following 
subsection: 


Rules of Procedure. 


(4) The advisory committee may make such rules as it deems 
necessary for the regulation of its proceedings, for the fixing of a 
quorum for any of its meetings and generally for the conduct of its 
activities.” 


Mr. KNOWLES: I second the motion. 
The CHAIRMAN (Mr. Cameron): It has been moved by Mr. Munro and 
- seconded by Mr. Knowles. Shall clause 117 (4) and (5) as amended carry? 
Motion agreed to. : 
; Let us pause for a moment, I have clauses 56 (2), (3), (4) and (5) marked : 
- down. I do not know if they have been moved yet. 
| Mr. Munro: Yes, that has been done. 
The CHAIRMAN (Mr. Cameron): We have carried them all? 
Mr. Munro: I believe we have, through you, Mr. Chairman, and Mr. 
' Thorson. I believe that covers them. all. 
! The CHAIRMAN (Mr. Cameron): I see there is an error in the typing, which 
says Clause 57 for amendment, and clause 58 as amended is carried. It is 
clause 57. Is there any necessity to go back and check on it? 


f Mr. KNOWLES: Clauses 56 and 57 were amended. They have to do with 
| the French version. 


4 Mr. Munro: That is right. 

4 The CHAIRMAN (Mr. Cameron): Shall the schedule to clause 124 of the 
i bill carry? 

4 Carried. 

i Shall the title of the bill carry? 

4 Carried. 


hi Mr. AIKEN: There are two things which remain to be dealt with, one is 
_ clause 41. 
Mr. Munro: No, we have dealt with it. Mr. Chatterton asked a question 
about it and we carried it. Was there another one? 

Mr. AIKEN: Yes, clause 62. I have from time to time raised a question 
_ about clause 62(8), which relates to the question of marriage within three 
_ years of the death of the contributor, and the possibility of the widow having 
married for the sole purpose of securing a contributor’s pension. It has been 
f explained that under the civil service superannuation legislation there is a 
~ similar provision, but that it has actually never been used, or if so, in very 
_ few circumstances. The subcommittee, I believe, has left it with some mem- 
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veterans’ pensions under the War Veterans’ Allowance Act, I believe. That is 
a matter we have not yet received a report about, and I wonder if there is any 
further report on it? 


The CHairRMAN (Mr. Cameron): Dr. Clark is here and he has a mem- 
orandum to be distributed to the committee. 


Mr. WILLARD: Mr. Clark has looked into the matter and he has a document 
to distribute. He will speak to it. 


Mr. H. D. CLark (Director, Pensions and Social Insurance, Department of 
Finance): The paper which has been distributed sets forth the provisions in 
the Pension Act and in the War Veterans’ Allowance Act which are intended 
to deal with the so-called deathbed marriage. You will notice that the provision 
is somewhat similar in each case, and that it is different from that contained 
in the Canada Pension Plan bill, and also different from the provisions appear- 
ing in the three superannuation acts to which I referred in my previous testi- 
mony. 

You will note that the criterion here really boils down to a medical 
opinion of whether at the time of the marriage the veteran had a reasonable 
expectancy of surviving for at least one year. I consulted with officials of the 
Canadian pension commission and the war veterans’ allowance board since 
this was related last Thursday, and I am advised that in so far as the pension 
act is concerned, they do not keep their statistics in a way which would 
show actual cases disallowed for this reason. All I can say is that there have 
been some. 

In the case of the War Veterans’ Allowance Act, however, I am advised 
that in the last two years there have been 12 cases where death occurred § 
within one year of the marriage. In 10 of these the allowance was awarded ~ 
to the widow. In the other two the restriction contemplated by this section 
was enforced. In other words, the health of the veterans concerned was held 
to be such as to disqualify the widow in accordance with that section. 


The CHAIRMAN (Mr. Cameron): Have you an amendment, Mr. Aiken? 


Mr. AIKEN: Mr. Chairman, I still feel that, in the first place, this par- 
ticular provision in the Canada pension plan goes much further than either of 
the other two acts. They are one-year provisions and this is a three-year 4 
provision. Secondly, there is a principle here that allows what I think is 
undue interference in the private lives of individual Canadians. 

I would like to move, therefore, that subclause (8) of clause 62 be deleted. 


Mr. BasrorpD: I would like to second that motion. 


Mr. Munro: Before the motion is put to the committee, I wonder if we 
could hear from Mr. Thorson with regard to this? 


Mr. THorsoN: The provision in the bill is in a real sense less onerous — 
than the provisions indicated on the mimeographed sheets attached. j 

You will notice that in both of the two acts referred to on the attached — 
sheet there is a positive obligation—in the first case on the pension com- — 
mission and in the second case on the war veterans allowance board—to — 
make a finding concerning the person’s expectation of life. This is not the 
case under subclause (8) of clause 62 of the bill. ; 

The CHAIRMAN (Mr. Cameron): Before I put your motion, Mr. Aiken, — 
may I have permission to call attention to the fact that we should probably — 
have a motion that this memorandum, which has been prepared by Dr. Hart 
Clark be made part of the record. . 

Mr. AIKEN: It should be, Mr. Chairman, except for the fact that it is a 
reprint of two statutory provisions. I have no objection, but they could very 
easily be referred to as section 37 of the Pension Act and section 11 of the 
War Veterans’ Allowance Act. ‘¢ 
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The CHamrmMan (Mr. Cameron): It would all be in one place if this 
course were adopted. 


Is it agreed that these should be incorporated? 
Agreed. 


Mr. THorRSON: I agree with the point of the amendment in substance. 

Would there be any merit in a provision which would limit the period 
of operation of the subsection from three years to a single year and that would 
vary the basis on which a pension might be reduced to an appraisal of that 
person’s expectation of life— 


Mr. CHATTERTON: Oh, no. 


Mr. THORSON: —in a negative sense, not in the positive way in which 
it is done in either of the two acts here. 

If I may, I will illustrate. It would then read somewhat as follows—and 
I have just sketched something out very roughly here to see what reaction 
there might be. 


Where a contributor dies within one year after his marriage no sur- 
vivor’s pension is payable to his surviving spouse if the minister is not 
satisfied that the contributor was at the time of his marriage in such a 
condition of health as to justify the contributor in having a reasonable 
expectation of surviving for a period of at least one year thereafter. 


Again, I would point out that it is different from the provision that 
appears in the War Veterans’ Allowances Act in that it would only come into 
play where the minister was not satisfied. He would not have to satisfy 
himself in each and every case of a death within one year. It would only 
come into play in a case where there were circumstances indicating that the 
man did not indeed have an expectation of life of at least one year. 

I simply put that out to the committee as being a possible alternative to 
the total deletion of the provision. 


Mr. AIKEN: Mr. Chairman, I appreciate that this is an alternative, but I 
am objecting to the principle in toto. I would like to have the question put to 
the committee. 


Mr. Francis: A further question arises. I would like to understand Mr. 


Aiken’s position. He is objecting in toto. Mr. Aiken feels there should be no 


provision whatever in the legislation relating to the so-called death-bed mar- 
riage problem. In other words, any dying veteran who has single status at that 
time could make quite a substantial present to anyone who was attending him 
on his last day by contracting a marriage just a few hours before death, and 
thereby incurring a pension for life at the expense of the taxpayers of Canada. 
Is this Mr. Aiken’s intention? 


Hon. Mr. StampBaucuH: As long as he lives long enough to say “I will’. 
Mr. FRANCIS: That is right. Is that the intention? 


Mr. AIKEN: I object to the whole principle of looking into the reason for 
marriage. I cannot see how, in the normal case, one reason can be sorted out 
from another if one excuse or statement were as plausible as another. I assume 
under this section, for example, if the widow could persuade the department 
that she entered this marriage bona fide for affection or love, she would there- 
fore be able to establish that; and I do not know who is going to make the 


. decision. That is why I object to the principle. 


Hon. Mr. STaMBAUGH: I would move an amendment along the lines of 
Mr. Thorson’s suggestion. I think that is very reasonable and I would move 
that. I think three years is a little too long; one year is reasonable, I think. 
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The CHAIRMAN (Mr. Cameron): We will have to have the text written 
out exactly. Mr. Aiken’s is quite clear. He has moved, seconded by Mr. Bas- 
ford, that subclause (8) of clause 62 be deleted. 

Mr. FRANcIs: Mr. Chairman, I understand Mr. Aiken has made it clear 
that he does not want any clause dealing with this in the legislation. 

Mr. AIKEN: That is correct. I have indicated that subclause 8 should be 
deleted. There has been an amendment which I believe is in order because it 
provides an alternative, but I would like to have the question put to the com- 
mittee. 

The CHAIRMAN (Mr. Cameron): I have not the amendment in a form in 
which I could put it to the meeting. 

Mr. THORSON: There is one point that I should mention about switching 
to the base I indicated a minute ago. It does not involve looking into the 
Teasons for marriage at all. It involves merely an examination of the man’s 
health, should it be apparent that his state of health was not such as to war- 
rant an expectation of life of one year. 

The CHAIRMAN (Mr. Cameron): Is that in such a form that I could put it 
to the meeting? 

Mr. FRANcIS: I would be prepared to support an amendment cutting this 
from three years to one year, but I would not be prepared to go as far as Mr. 
Aiken. 

Mr. AIKEN: You will have your chance. 

Mr. Munro: I feel that Mr. Aiken has made a definite contribution by 
bringing this to the attention of the committee, but I would think the sugges- 
tion of Mr. Thorson does go a long way to meeting Mr. Aiken’s point, if not 
completely meeting it. 

Mr. AIKEN: I think both questions should be put. 

The CHAIRMAN (Mr. Cameron): Senator Stambaugh has moved an amend- 
ment; it has to be seconded. 

Mr. CASHIN: I think we have already had some evidence that this is sel- 
dom applied in the two other pieces of legislation. 

Is there any evidence to suggest that the mere existence of this provision 
does perhaps persuade people not to enter into death-bed marriages of the 
type that would not be bona fide under this act? 

Mr. THORSON: It is a very difficult point to establish, but I believe the 
provision is generally known, and has been pointed out by the various staff 
organizations to their membership, as far as the Public Service Superannuation 
' Act is concerned. 

Mr. CASHIN: It is a very difficult case to prove anyway, is it not? 

Mr. THORSON: To prove? 

Hon. Mr. SmitH: If a man’s anticipated life is going to end within one 
- year, on medical advice, then the minister is going to look into it. 

Hon. Mr. STaMBAUGH: It seems reasonable that there would be some 
preventative. I think it is some prevention. 

Mr. E. E. CLARKE (Chief Actuary, Actuarial Branch, Department of In- 
surance): I would just like to say one thing. It is probably not quite the — 
same, but when the Return Soldiers’ Insurance Act came into force the provi- — 
sions were unrestrictive in this regard, and the administration had very bad © 
experience with death-bed marriages at that time. Eventually they had to — 
put in a provision which had the effect of cutting down the number of death-bed _ 
marriages. They actually had bad financial experience and the fund, partly 
for this reason, ran into the hole very badly for a number of years. | 

Mr. KNOWLES: What was the provision? Was there a one year closure? 
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Mr. CLARKE: I do not remember the details at all; I just know the financial 
experience was very bad, and they had a lot of death-bed marriages at that time. 

Mr. WILLARD: I might mention to the committee that in the case of the 
United States there is an absolute rule of one year. 


Mr. CHATTERTON: Expectancy? 


Mr. WILLARD: One of the following conditions must be met. First, that 
the wife was married to the deceased worker for at least one year just before 
he died—so, it is either a case of she was or she was not; it is a matter of fact. 

Mr. FRANCIS: That is just the hard and fast rule? Mr. Lloyd was just 
asking if it would include a common law wife, for example. I think there are 
very delicate situations here, and I am curious to know what they do. The 
United States legislation would not presumably cover that type of situation. 

I think the hard and fast rule of one year prior to the eligible benefits is 
not unreasonable. I think for a widow to have been married for one year prior 
to the death of the deceased does not appear to be an unreasonable requirement. 

Mr. CHATTERTON: In the United States proposal they do not recognize 
love at that age? 


Mr. AIKEN: It might be at any age. 
Mr. FRANcIs: If we leave this we are just encouraging abuse. 


The CHAIRMAN (Mr. Cameron): Senator Stambaugh, I take it your motion 
would read as follows: 

That subclause (8) of clause 62 be amended to read as follows: 
(8) Where a contributor dies within one year after his marriage 
no survivors pension is payable to his surviving spouse if the minis- 
ter is not satisfied that the contributor was at the time of his marriage 
in such a condition of health as to justify him in having an expecta- 
tion of survival for at least one year thereafter. 


There has been no seconder for that motion. 

Mr. FRANcIS: I second it. 

Mr. Litoyp: Can someone explain to me where the criminal legislation 
comes into the operation of the statutes of Canada with a provision of this kind? 

The CHAIRMAN (Mr. Cameron): What we have before us is a motion by 
Mr. Aiken seconded by Mr. Basford that subclause (8) of clause 62. be deleted. 
And we have an amendment by Senator Stambaugh, seconded by Mr. Francis 
that subclause (8) be amended and, as amended, read as follows. Do I need 
to read it again? 

Mr. CHATTERTON: No. 

Mr. KNow.LeEs: Mr. Chairman, one of these is hardly an amendment to the 
other, but perhaps we could take the votes on the two proposals. 

Mr. AIKEN: Mr. Chairman, on a point of procedure, perhaps the senator’s 
amendment should read that clause 62 (8) should not be deleted but amended 
as follows. I think that would be proper. 

Mr. KNOWLES: There are two separate proposals. 

The CHarrMAN (Mr. Cameron): If there are two separate proposals I 
suppose Mr. Aiken’s is first, and we would have to take a vote on it. 

You have heard the motion that subclause (8) of clause 62 be deleted. All 
those in favour of the motion will please signify? Contrary minded, if any? 
Motion negatived. 

Then, the motion of Senator Stambaugh, if I put it in your words, seconded 
by Mr. Francis, is that subclause (8) of clause 62 be not deleted but. amended, 
and as amended reads as follows. Is that the proper interpretation of it? 

Mr. KNOWLEs: You do not need the phrase “be not deleted”’. 
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The CHAIRMAN (Mr. Cameron): Then, that subclause (8) of clause 62 be 
amended and, as amended, reads as follows: te 
Where a contributor dies within one year after his marriage, no survi- 
vor’s pension is payable to his surviving spouse if the minister is not 
satisfied that the contributor was at the time of his marriage in such a 
condition of health as to justify him in having an expectation of surviving 

for at least one year thereafter. 


Mr. AIKEN: Mr. Chairman, I intend to support this motion because it is a 
vast improvement on the present clause. 

The CHAIRMAN (Mr. Cameron): You have heard the motion. What is your 
pleasure? All those in favour? Contrary, if any? Motion agreed to. 

Then, at the suggestion of Mr. Thorson, I believe, we will also reserve 
clause 41. 

Mr. KNOWLES: I think we did that. That was item 2 of page 1 of Mr. 
Thorson’s memorandum. 

Mr. THORSON: Yes. / 

The CHAIRMAN (Mr. Cameron): All right. I thought we had two. Mr. Aiken 
said we had two. Maybe I am getting confused. ’ 

_ Shall the schedule of clause 124 of the bill carry? : 

Mr. KNow.es: Mr. Chairman, I would like to enter “on division” in respect 
of this. I will suggest my reasons when I move an amendment later on to one 
of the sections of the report. 


The CHAIRMAN (Mr. Cameron): Then clause 124 of the bill carries on 
‘division. r a 


Title agreed to. 
Preamble agreed to. 


The CHAIRMAN (Mr. Cameron): Shall the bill as amended carry? 
Some hon. MempBers: Carried. 

The CHAIRMAN (Mr. Cameron): Shall I report the bill as amended? 
Mr. AIKEN: On division. 

Some hon. MempBers: Agreed. 

The CHAIRMAN (Mr. Cameron): I am glad that that is over with. 
Mr. CHATTERTON: Now we come to the meat. 


Mr. Munro: Mr. Chairman, if you are about to enter into the area of the 
report may I state that in respect of the report that has been handed out 
appendix D should be regarded as part of it. That is the part we received 
earlier. And, I suggest that we handle the report in a manner similar to the way 
we did in the steering committee; that we go through the report, as was sug- | 
gested by Mr. Basford. I believe we should proceed with clauses 1, 2, 3, 5, anda 
clause 6, but when it comes to clause 7, which contains the principles, I suggest 
that we leave consideration of that and pass on to clause 8, and let the principles 
stand because, again, those principles as set out in clause 7 may be prejudiced 
or prejudged by whatever happens to certain changes we are proposing in 
respect of clause 8. It seems to me that the practical way would be to find out 
what we have done in the way of changes to the bill under clauses 8 and 9 
before we consider the principles in clause 7. i 


Some hon. MEMBERS: Agreed. 


Mr. AIKEN: Mr. Chairman, this is satisfactory but it may raise some diffic 1. 
ties in the form of an amendment we have, but we will let it stand and move 


our amendment in respect of clause 8. o 
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The CHAIRMAN (Mr. Cadieany | You all have the report before you. I pre- 
sume that the first order of business would be that the report be tabled and 
also that it will be recorded in the minutes. Is that correct? 


Some hon. MEMBERS: Agreed. 


The CHAIRMAN (Mr. Cameron): Where do we start? Is it your wish that 
I read it. If so, I will: 


The special joint committee of the ents and of the House of Commons 
on the Canada pension plan (Bill No. C-136) has the honour to present 
the following as its third report. 


Mr. AIKEN: Mr. Chairman, I think that clauses 1, 2, 3, 4, 5 and 6 have been 
before the subcommittee and they have been agreed upon. It seems to me we 
could save some time if we do not read all these. 


Mr. Luoyp: Mr. Chairman, shall we dispense with reading it but have it 
recorded? » 


Mr. KNOWLES: The blank in clause 5 will be filled in when we have had our 
last meeting. 

Mr. Munro: I think it will be 51 but, if we go on tonight, it will be 52. 
But, the first six clauses are more in the nature of a formality. 

The CHAIRMAN (Mr. Cameron): Shall paragraph 1 of the report carry? 

Some hon. MEMBERS: Carried. 

The CHAIRMAN (Mr. Cameron): Shall paragraph 2 of the hi te carry? 

Some hon. MEMBERS: Carried. 

The CHAIRMAN (Mr. Cameron): Shall parderaph 3 of the report carry? 

Some hon. MEMBERS: Carried. : 

The CHAIRMAN (Mr. Cameron): Shall paragraph 4 of the report carry? 

Some hon. MEMBERS: Carried. 

The CHAIRMAN (Mr. Cameron): Shall paragraph 5 of the report carry with 
the insertion after the word “held” of the number? | 

Mr. Munro: If we do not meet tonight this evening’s meeting will be the 
5ist meeting. Is that not correct? | 

The CHAIRMAN (Mr. Cameron): This is the 51st meeting. I suppose we could 
put in the figure “51” then. 
Mr. CHATTERTON: Take a chance. 
Mr. KNowLEs: If we do meet tonight, Mr. Chairman, we can amend it later 


The CHAIRMAN (Mr. Cameron): Does paragraph 5, with the insertion of the 
figure “51” carry? 

Some hon. MEMBERS: Carried. 

Mr. BAsForD: I thought it was agreed in the steering committee. I have 
read the draft presented to me, and I suggest that appendix B (1) be appendix — 
C, and that it be renumbered. 

Mr. Muwro: I consider that very frivolous. 

Some hon. MEMBERS: Carried. 

The CHAIRMAN (Mr. Cameron): Paragraph 5 is carried. Shall paragraph 6 
carry? 

Some hon. MEMBERS: Carried. 

The CHAIRMAN (Mr. Cameron): Shall paragraph 9 carry? 

Mr. AIKEN: How about paragraph 8? 
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The CHAIRMAN (Mr. Cameron): We are letting paragraphs 7 and 8 stand. 

Mr. KNOWLES: No; clause 7 stands. 

The CHatRMAN (Mr. Cameron): Then, paragraph 8. 

Mr. AIKEN: Mr. Chairman, I have an amendment, and we intended to move 
this on clause 7, primarily because we have a preamble of our own within the 
amendment we intend to move. Now, if it would be of assistance to the members 
of the committee we have prepared an amendment to go in, and we could 
have it distributed to the members of the committee, and then read it. 

This is the major amendment in substance which our party would put before 
the committee. I merely wanted to say a few words in explanation of it. We have 
gone through the bill very carefully in the steering committee and we have 
discussed many of the clauses. But, these are basic principles that were not 
accepted, and I would like to move them now, with a certain amount of expla- 
nation, if I may. 

Mr. KNowLes: Mr. Chairman, I would like to put one question to Mr. 
Aiken. Mr. Aiken has been good enough to show me a copy of his amend- 
ment. Would it be in substitution of paragraph 8 or in addition to paragraph 8? 


Mr. AIKEN: This is the difficulty we had because we intended to move an 
amendment to clause 7. What I would move is that after the words “follow- 
ing changes in the bill” in line 5 of clause 8 the following words be added. I 
think perhaps I will read the amendment because it is not too long. 


WHEREAS the committee supports the stated objective of the government 
as enunciated in the white paper on the Canada pension plan tabled in the 
House of Commons on August 10, 1964, which is as follows: 


“This is to establish a contributory pension plan, ensuring that, as soon 
as is possible in a fair and practical way, all Canadians will be able 
to look forward to retiring in security and with dignity,” 


AND WHEREAS the committee favours a portable, contributory retirement 
plan geared to the needs of all Canadians and implemented without further 
delay, 


AND WHEREAS having heard the extensive evidence presented to the joint 
committee, it is apparent that the plan as presently drafted falls far short 
of this objective, in that persons in greatest need, such as those already retired; 
and those with small income or casual employment will never benefit: and that 
large numbers of those who do qualify will have completely inadequate ben- 
efits, 


THEREFORE to correct these gross omissions and inequities the committee | 
recommends that Bill No C-136 be amended to provide that: 


(a) all persons over age 70 receiving old age security benefits shall © 
receive an additional uniform flat amount of not more than $25 a 
month to be paid from the Canada pension plan fund when the 
first benefit payments are made from the fund. 


(b) all persons between 65 and 70 who meet a retirement test and who 
elect to draw the actuarially reduced old age security payment shall 
receive an additional uniform flat amount of not more than $25 a 
month to be paid from the Canada pension plan fund when the 
first benefit payments are made from the fund. 


(c) Subject to an appropriate residence test, all persons qualifying for 
any pension benefit under the Canada pension plan shall receive a 
minimum pension of $25 a month in the case of a Single person and 
of $40 per month in the case of a married couple. . 

(d) No one regardless of the smallness of his income shall be excluded | 
from the plan, and to this end contributions shall be required on 


CANADA PENSION PLAN 2075 


total income up to the earnings ceiling from all persons earning 
$600 or more in the case of employed persons and $800 or more in 
the case of self-employed persons; and that persons earning less 
than these minima in each class respectively shall be credited with 
their actual earnings for the purpose of determining the amount of 
pension which they will be entitled to draw, without making a con- 
tribution. 


(e) A student who has attained the age of 18 and is less than 25 years 
of age shall, at his option, not be required to make contributions 
in such of those years in which he is registered as a full time stu- 
dent at a recognized educational institution, in which case the years 
in which such person did not make contributions shall not be in- 
cluded in determining lifetime earnings. 


(f) The transition period under the Canada pension plan be 20 years 
rather than 10 years, and the benefits be recalculated accordingly. 


Mr. BASForD: Mr. Chairman, on a point of order. I raise the point of order 
that the amendment is out of order as it is contrary to Doctor Ollivier’s advice. 
The amendment, as it is now moved, says: “The committee recommends that 
Bill No. C-136 be amended’, and then lists six items increasing the expenditure 
of the fund. This is contrary to Doctor Ollivier’s advice. | 


The CHAIRMAN (Mr. Cameron): I understand it to be contrary to his 
advice. I understood we could not amend the bill in the manner you have sug- 
gested, but this is a recommendation to the government to do something. 


Mr. KNOWLEs: I think the point could be met. I could even show Mr. 
Aiken the wording of an amendment I have in which the following phrase is 
used: “Recommends that consideration be given to amending Bill No. C-136 
along the following lines’’, 


Mr. AIKEN: I did not understand Dr. Ollivier to go that far. I think he 
definitely said we could not bring in amendments to clauses of the bill, but 
I raised the question with him that this did not amount to a public expenditure 
or an expenditure of public funds in any case, and that this whole question 
had been raised when the resolution was first introduced. However, we are 
merely making recommendations along exactly the same lines as are included 
in the present clause 8, and if our amendments are out of order, so are the 
other amendments, and particularly clause 9 of the proposed report which 
recommends further government expenditures without specifying them. I do 
not see any basic objection. I do not know what else we can do but recom- 
mend. This is the same as a private member’s notice of motion before the 
house. We can recommend anything, including expenditures, provided that we 
do not put it in the form of an enactment. I submit it is not out of order. 


The CHAIRMAN (Mr. Cameron): Where does this amendment come in? 
I have not got it clearly in my mind. You have given us the substance of what 
is your proposal. but where do I fit it into clause 8? 

Mr. AIKEN: Before item (a). 

The CHAIRMAN (Mr. Cameron): Right after the words: “Of the following 
changes in the bill”. What is your motion then? 

Mr. AIKEN: I have already stated it, Mr. Chairman. I think I can state it 
again in the same words: 

I move, seconded by Mr. Chatterton, that after the words “following 
changes in the bill” in line 5, clause 8, the following be added—and I have 
repeated the amendment that I wish to have added. 

Mr. Munro: Mr. Chairman, did you rule that this is in order? If so, 
I would like to ask Mr. Aiken some questions concerning it. 
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Mr. KNOWLES: Mr. Chairman, I think we should deal with that point of 
order. May I say parenthetically that in substance I shall have to vote against 
this package, but I think that the only thing Mr. Aiken has failed to do is to 
put in a word or two. If he looks at clause 8 he will see the language we use 
is: “The committee recommends that consideration be given”. All that Mr. 
Aiken needs to do is to amend the next to the last paragraph on page 1 where 
it says “Therefore to correct these gross Omissions and inequities the committee 
recommends that Bill No. C-136 be amended to provide that” in this way: 
“The committee recommends that consideration be given to amending Bill 
No. C-136 to provide that”. We will then be in line with the wording of our 
report, and we will be in line with the advice of Doctor Ollivier. : 

The CHAIRMAN (Mr. Cameron): Do you accept that suggestion, Mr. Aiken? : 

Mr. AIKEN: Without admitting the point—I am not going to argue with it— 
let us amend it and go ahead with the substance of our proposition. 

The CHAIRMAN (Mr. Cameron): I will insert the word “consideration” 
between “recommends that Bill No. C-136”’, 

Mr. BASForD: Mr. Chairman, I raised the point of order because I think it’ 
is a good point of order regarding the advice we had. When Mr. Knowles made 
his interjection on how it was to be corrected, I was going to make the same 
suggestion. 

Mr. AIKEN: I have not finished yet, Mr. Basford. 

Mr. BAsrorp: I am speaking to the point of order I raised. I was going 
to suggest, as Mr. Knowles did, that those words be added. I did not want to 
prevent Mr. Aiken from putting in the amendment and indulging in an 
exercise of political cynicism. 


Mr. AIKEN: If you look at clause 9 you will see a much greater exercise 
in political cynicism. 

The CHAIRMAN (Mr. Cameron): The motion has been made by Mr. Aiken 
and seconded by Mr. Chatterton. Mr. Aiken has agreed to the final paragraph 
before the operative paragraph being amended to read “Therefore to correct 
these gross omissions and inequities the committee recommends that con- 
sideration be given that Bill No. C-136 be amended to provide that’. There 
seems to be something missing. 

Mr. KNowWLEs: “That consideration be given to amending Bill No. C-136 
to provide that’’. 

The CHAIRMAN (Mr. Cameron): “Therefore to correct these gross omis- 
sions and inequities the committee recommends that consideration be given 
to amending Bill No. C-136 to provide that’. Is that correct? 

Mr. LLoyp: With that change of wording I take it you rule the amend- 
ment is in order. 

The CHAIRMAN (Mr. Cameron): Once I agree on the exact wording. It is 
“The committee recommends that consideration be given to amending Bill 4 
No. C-136 to provide that”. If Mr. Aiken is agreeable, I will rule the motion 4 
in order. , 

Mr. AIKEN: It is a technical point, Mr. Chairman, and it is not worth our — 
time to argue about it. I would be happy to accept it on that basis. (ae 

Without taking very long I would like to make just a few comments. It | 
has been fairly evident throughout the whole of the evidence that there are © 
several classes of persons within the Canadian economy for whom no pro- — 
vision is made under the bill. The first class which we had mentioned in our 
proposed amendment includes those now over the age of 70 who will not — 
have an opportunity to come into the Canada pension plan under any cir- 
cumstances. iy 
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The second group are those between the ages of 65 and 70 who have now 
retired or who will retire within those age groups. Some may continue in their 
employment, some may continue on to the pension plan to an age between 
65 and 70 but will not have sufficient provision for their retirement. 

The other group for which concern has been expressed are those people 
who will, because of unemployment, illness, widowhood or consistently small 
earnings, receive an inadequate pension although they have made contribu- 
tions to the fund. We have recommended, as will be seen, that a minimum pen- 
sion be established for those who are within the plan. 

Then there are those whose incomes are under $600, who have been 
unable to contribute to the plan, and who should have some pension. We have 
made a special provision under (d) for these people and have provided that 
those earning over $600 shall be taxable from the first dollar on their earnings. 
Those earning under $600 will not be required to make contributions, but 
they can be credited with earnings under $600 without making a contribution. 
This would cover people who otherwise may have years of zero earnings or 
who would not be counted under the present plan and who may continue that 
way for some years. They would be able, in such a case, to use the amount of 
their actual earnings, small as it might be, to raise their average for pension 
purposes. 

Also, we have made provision in connection with students. I think all 
of us on the steering committee were pleased that the report that came in 
raised the drop-out period to 20 per cent from 10 per cent, and we agreed 
with that. However, we think a special case should be made for students. 


_ It now has become quite the fashion and right to encourage young people to 


continue with their education as long as they can. We would not want to 
have anyone drop out of their educational effort because they might lose 


_ years of earnings which could be added to the Canada pension plan. For that 


reason we are suggesting that if they are registered as full time students at 
a recognized educational institution they may, at their option, not count that 
period in which they are students. On the other hand, it is not a necessity; 


4 they might have years of summer earnings which they would like to include, 
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and if that is the case it is a matter of their option. 

We have agreed finally to a transition period extension from 10 years to 
20 years. This is actually part of the package making some provision for the 
collection of benefits and reduced out payments to assist in financing the first 
three recommendations. 

That is all I have to say, Mr. Chairman, at the moment. Mr. Chatterton 
has seconded my motion, and I believe he has some remarks he would like to 
make as well. This is a brief outline of our major suggestions. 

The CHAIRMAN (Mr. Cameron): I think we ought to hear Mr. Chatterton 
first as the seconder of the motion. 


Mr. CHATTERTON: If somebody else wishes to speak now, I won’t mind 


. coming on later. 


The CHAIRMAN (Mr. Cameron): Mr. Munro and Mr. Knowles both have 
indicated they wish to say something on the motion, but I think it is more 
appropriate that you make your remarks now as seconder of the motion. How- 
ever, you may defer if you wish. 

Mr. CHATTERTON: Mr. Chairman, I think evidence has been given that 
there are wide gaps in the plan; I do not think anybody denies that. In the 
report you are proposing you are bringing this to the attention of the govern- 
ment and asking the government to consider this by some other means. How- 
ever, we feel the government has as much responsibility to those who now 
are retired as to those who may be retired in the next few years. For example, 
there are close to one million people now who are on old age security who 
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receive nothing under the plan. I know that in due course the retired group 
of over age 65 eventually will disappear; that is, those who receive nothing 
under the Canada pension plan. But how soon does this happen? For example, 
10 years after the plan has been in operation it is estimated that for the 
whole of Canada, including Quebec, some 66 per cent of the retired people 
over age 65 will receive nothing under the Canada pension plan. Some 32 
per cent of those retired over age 65 ten years after the plan has been in 
operation will receive an average benefit under the Canada pension plan of 
only some $45, and some 1.5 per cent will receive an average benefit of $119. 
Also, according to the figures prepared by the chief actuary, with regard to 
people over age 65—this is in the provinces excluding Quebec—by 1970, 
86 per cent of those retired over age 65 will not receive any benefit under 
the Canada pension plan. . 

Even in 1980 a majority of those over age 65 retired will receive no 
benefit under the Canada pension plan. Now, this gap exists. But, on the 
other hand, a certain other group gets a very large windfall. For example, 
those who contribute for only 10 years and then retire. It has been estimated 
that a person with maximum earnings retiring at age 65 after 10 years con- 
tribution receives a windfall of an unearned bonus of up to $18,000; that is 
over and above what his and his employer’s contribution would pay for. So, 
on the one hand, we have a group that receives nothing, or very little, and 
another group which receives very large bonuses. 

Our proposal is more or less to even out, by including the group retired — 
as well as the group at age 65 who elect to take the reduced old age security. 
Then, there is another group who earn consistently less than the minimum of 
$600 for those who are employed and $800 for those who are self-employed. 
These are the people, I recognize, who with old age security may end up 
with a greater pension at age 70 than they may have been earning, but the 
fact is these people are those least able to provide for their future retirement. 
We feel there should be a minimum of at least $25 to all those who are single, 
and $45 to a married couple. 

We realize all of this will cost money. I realize there may be other sugges- 
tions that this gap may be filled by way of an increase in the old age security 
contribution. However, we feel the Canada pension plan is the proper vehicle 
for doing this, because the plan will build up and there may be a fund estimated 
at some $8 billion in the 1980s outside of Quebec. We feel there will be 
tremendous pressure before very long to have these gaps filled by drawing on 
the fund. We believe it is better to provide further now so that ‘everybody 
knows this is going to be done now. . 

To provide for part of the additional revenue, we recommend extension of 
the transition period to 20 years and we recommend that for all those earning 
above the minimum, deduction shall be made from the first dollar. Further, 
generally speaking, Mr. Chairman, we feel this is more equitable all around. 
I know people will say we are giving something to those who do not contribute . 
at all. The fact is that under the government proposal there is very little direct 
relationship between the benefits received and the actual contribution made > 
in many cases. So, it is a matter of degree, whether you pay a person a large © 
bonus for a small contribution or pay him something on the basis of no con- 
tribution. : 

We feel generally that our proposals do not make the bill perfect, but we . 
think they improve it and even out the Major inequities and fill some of the 
major gaps. | 

Mr. Munro: Mr. Chairman, looking at the document presented by the 
Conservative members of the committee and listening to their comments, I 
think some points should be brought out. It would appear, in looking at the 
document on page 1, and the majority of the recommendations on page 2 also, 
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that in essence they are recommending a flat rate benefit to all Canadians 
irrespective of whether or not they contributed to the plan or are covered 
under the Canada pension plan. You recommend a flat benefit be payable of 
$25 each. 


Mr. CHATTERTON: On retirement. 


Mr. Munro: Yes. Obviously you are ignoring the principal feature of the 
Canada pension plan, inasmuch as it is an earnings related plan and a con- 
tributory plan to provide protection for all those people before retirement who 
are going to make contributions and thus provide some protection for them- 
selves. 

When you try to bring in a flat rate benefit for all people who do not make 
contribution under the plan, I think you are guilty of misinterpreting in essence 
the purpose for which the whole Canada pension plan was designed. This 
inconsistency and contradictory approach appears on page 1 of the document 
you have just presented. At the top of that page you quote from the White 
Paper of August 1964 and say: 

This is to establish a contributory pension plan, ensuring that, as soon 
as is possible in a fair and practical way, all Canadians will be able to 
look forward to retiring in security and with dignity. 


I would emphasize the words “all Canadians will be able to look forward 
to—’’. I think by quoting that particular paragraph they did not do any service 
to the point they wish to establish. In other words, this plan is for those Cana- 
dians now in the work force and who can come under it as wage earners, as 
well as people who are self-employed and who can make contributions. 

So obviously that paragraph is completely inconsistent with the third 
paragraph down from the top of the page which goes on to say: 

And whereas having heard the extensive evidence presented to the — 
joint committee, it is apparent that the plan as presently drafted falls 
far short of this objective... 


They are talking about that objective just quoted from the White Paper. 


The paragraph then continues, 
and they are taking in only persons of the greatest need such as those 
already retired. 


In the first paragraph again I would point out obviously that it was designed 
as the wording indicates that this plan was not designed for those already in 
retirement. So the two paragraphs, in essence, indicate a basic misunderstand- 
ing of the Canada pension plan. 

Another point that should be drawn to the attention of the Conservatives 
is that in their argument as presented here, these two objectives completely 
ignore the argument advanced by Premier Robarts and also by Senator 
McCutcheon, that there should be some concern for priorities in this country 
as far as governmental action is concerned. If we adopted their recommenda- 
tion this would create the case, where in vain of the evidence on record, 
the Conservative proposal would establish a tremendous load on the fund 
even if you did lengthen the transition period. Thus we would be confronted 
with the first objection that money would not be available for social objectives 
required to be met by the provinces. This would run counter to the priorities 
argument immediately, as advanced not only by Premier Robarts but. also 
by Senator McCutcheon, when they speak of such things as the unsatisfied 
need for schools and medical establishments. 

Another point is that this plan has evolved through a series of compro- 
mises between the federal government and the various provinces in order to 
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preserve national unity, and that such compromises had to be made all along 
the line, It has been acknowleged by everyone, even by the premier of Ontario 
who said that is why his province was coming under it, in order to preserve 
national unity, and uniformity of legislation from coast to coast. 

I am sure they are well aware that there is a particular province, such 
as the province of Quebec, that is concerned, and that province has insisted, 
in the initial stages, there be a healthy fund in order that some of these 
social objectives may be met, and that the province must be guaranteed some | 
revenue through the fund in order to meet some of their obligations to provide . 
some of the social objectives falling under these priorities. 

I think another point to be emphasized is that when we talk about gaps, 
there is nothing in this report which would indicate that the government or 
the Liberal members are not aware of all these people in retirement, who 
were never meant to be covered under the Canada pension plan. We have 
advanced clause 9, of the Draft Report before the Committee, which is a 
recommendation to the government that action should be taken or considera- 
tion given to provide for these people already in retirement, or soon to be 
retired. 

This committee has gone on record and they have taken note of clause 9 
in requesting the government to give consideration to undertaking the care 
of some of these people who from the very nature of the Canada pension plan 
cannot be covered under it. So I think that this gap is taken care of right in 
the report itself. 

Aside from these initial points, I would like to ask Mr. Aiken a few 
questions concerning paragraph (a) of their proposals. As I understand it, 
he recommends an additional benefit of $25 maximum, presumably, and he 
says that the government after investigating may decide to make it $15 or $20. 
That is O.K., but they say not more than $25 to everyone in Canada over 70 
years of age who, of course, would be receiving old age security. 

_ Even if we adopt their recommendation at the maximum, this would make 
it $100 a month. In the last sentence of paragraph (a) he refers to “when the 
first benefit payments are made from the fund.” My question is this: Does he 
mean that on the first of January 1966, presumably? Is that when the first 
benefits would be payable? Or does he mean rather that on January 1, 1967, 
the $25 would be paid to all people of the age of 70 years but not to any 
of these people who will become 70 after January 1, 1967? 


Mr. AIKEN: Well, in the first place, in answer to that, the benefit payment 
of course would not start on January 1, 1966, because if that is when the contri- 
butions start, there is nothing in the fund. We anticipate that no benefit pay- 
ments would be made until the following year. You will notice that we have 
two clauses, (a) and (b). Clause (a) deals with persons over 70 at the timethat — 
the first benefit payments are to be made, while (b) deals with persons between 4 
65 and 70 who will at the same time, or at the same crucial moment, meet the © 
retirement test. | 


Mr. Munro: May we not just ask with respect to clause (a): Does this — 
mean an additional $25, if that were the maximum adopted, to be payable to ~ 
those aged 70 on January 1, 1967, but not to those people who will become 70 ‘ 
after that date? That is just a simple question. I wonder if you can answer it? 


Mr. AIKEN: I am afraid I do not quite understand the import of your 4 
question. f 
Mr. CANTELON: Might I answer the question? 4 
The CHAIRMAN (Mr. Cameron): Yes. i 
Mr. CANTELON: I am not sure that I understand the question, but I think ie 
do. If you will look at paragraph (c) to which we have not yet arrived, you will : 
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see that after the pension plan begins, everybody who then qualifies for pen- 
sion shall receive a minimum pension of $25 a month, so this at the same time 


would take in everybody under our clause, and it would make provision for 
everybody in the plan. 


Mr. Munro: Under paragraph (c) of your proposal let us suppose somebody 
is 69 years of age on January 1, 1967, and he has made no contribution and is 
not covered. I am thinking of a housewife or someone like that, under the 
Canada pension plan, and he or she is 69 on January 1, 1967. That person 
receives no benefit presumably, or does he come under paragraph (c)? 


Mr. CANTELON: I do not see how he could fail to get a benefit under 


paragraph (c), because under it everybody would be covered, no matter how 
small his contribution. 


Mr. Munro: Even though he has made no contribution? 
Mr. CANTELON: I think that is our interpretation. 
Mr. Munro: Your wording is: 


Subject to an appropriate residence test, all persons qualifying for 
any pension benefit under the Canada pension plan shall receive a mini- 
mum pension of $25 a month in the case of a single person and of $40 
per month in the case of a married couple. 


I would emphasize the words “qualifying for any pension benefit under the 
Canada pension plan’’. 


I put it to you this way: A person is 69 on the first of January 1967 and he 
does not qualify for any pension benefit under the Canada pension plan. He is 
not covered under it. He is not a wage earner and he makes no contribution. 
Presumably for those two reasons we would not qualify for benefit under 
paragraph (c) because he does not as your own wording states qualify for any 
pension benefit.” 


Mr. CANTELON: Yes, but let me refer to clause (d) which says: 


No one regardless of the smallness of his income shall be excluded from 
the plan, and to this end contributions shall be required on total income 
up to the earnings ceiling from all persons earning $600 or more in the 
case of employed persons and $800 or more in the case of self-employed 
persons... 


Mr. Munro: Under paragraph (d) what pension would he receive, if he 
does not get any pension under paragraph (c)? 


Mr. CANTELON: He cannot be eliminated. 


Mr. Munro: You are talking about the levels in paragraph (d), but you 
do not indicate what pension that person would get. 


Mr. CANTELON: I think paragraph (d) is quite specific in the first couple 
of lines, when it says: 


No one regardless of the smallness of his income shall be excluded from 
the plan,... 


I do not see how it could be made more exact than that. 


Mr. Munro: I see. In effect you say that people who never made any 
income at all are going to be covered under paragraph (d) but when you 
talk about incomes under the plan, they make no contributions and they are 
not covered. May I go back to your paragraph (a) and I see that the benefit 
there when the plan comes into operation is that of $25 to everybody who 
is 70 and over, and what of those who later become 70? Are they going to 
qualify for benefits under paragraph (a), and if so, is it to be a benefit that 
_ they receive as an additional benefit to the benefit provided under your para- 

graph (c) over and above $25? | 
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Mr. AIKEN: No. Paragraph (c) is the minimum allowance under the 
Canada pension plan. 

Mr. Munro: I take it it must be the case that you are referring in (a) just 
to those people who are 70 and over when the plan comes into operation but 
not to those who are 70 and over a year after the plan comes into operation. 
As far as those people are concerned, (a) has not application. Is that right? 

Mr. AIKEN: They will receive a flat benefit if they are not under the Canada 
pension plan. 

Mr. Munro: Under what clause in your amendment will they receive the 
flat benefit? 

Mr. AIKEN: I do not know what Mr. Munro is driving at. Would you mind 
telling me who you think is excluded under the provisions of (a), (b), (c) 
and (d)? ; 

Mr. Munro: I thought if the Conservatives were proposing these amend- 
ments they would tell us what they meant. 

Mr. AIKEN: We understand them quite clearly. I am trying to find out what 
you do not understand. 

Mr. Munro: Let me put it in this way. Can you tell me whether (a) pays 
a $25 benefit to all those people, when the plan comes into operation, who are 
70 and over and also to people who become 70 after January 1, 1967? I am 
going back to my original question under Ca)s 

Mr. AIKEN: Yes. 

Mr. Munro: I see. Then if the answer is yes to (a), I would say that 
under (c) which says, “subject to an appropriate residence test all persons 
qualifying for any pension benefit under the Canada pension plan shall receive 
a minimum pension of $25 a month in the case of a single person and $40 per 
month in the case of a married couple” that amount would be over and above 
the $25 they receive in (a). It must be, must it not? 

Mr. AIKEN: No, I do not think so. 

Mr. Munro: Well, under (a) you do not even have to be a contributor. 
You do not even have to be a wage earner under the Canada pension plan: but 
under (c) you do. 

Mr. AIKEN: Mr. Chairman, may I put it in this way? There is no intention 
to benefit twice under clauses (a), (6b), (c) or (d). The intention is to provide 
a minimum additional pension for those people who have not otherwise qual- 
ified. 

If there is a hiatus there for some people who may be 69 at a given date, 
that is regrettable, but I do not think there is. If not, it is not intended that 
a person should get $25 additional old age security and also an additional $25 
under clauses (b) and (c). Clause (c) is merely a provision for a minimum 
pension. A person should not get $23.97 or $15.70; if he has contributed to that 
extent he will get a minimum pension of $25. 

Mr. Munro: Then, as I read it, under clause (a) somebody of 70 years 
age on January 1, 1967, would get $75 old age security now and would get an 
additional amount of $25 under this proposal, so it would be a total of $100. 
If the wife is also 70 or over, and she would get $100. That would be $200 
under clause (a) assuming both are over 70 on the 1st of January 1967, the 
time when the first benefit payments are made from the fund. 

Mr. AIKEN: But they will continue to be over 70 as long as they live! 

Mr. Munro: Under your clause they will each get $100. 

Mr. AIKEN: Yes. . 

Mr. Munro: Let us turn to clause (c). Say someone is 69 years of age 
and qualifies for a pension benefit under the Canada pension plan because ~ 
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of being in it one year, prior to retirement and making contributions for that 
year counting your minimums, he and his wife in total would get $190, $10 
less than the person who retired one year earlier and made no contribution 
at all. 

Mr. CANTELON: May I comment on this, Mr. Chairman? 


I see nothing wrong with that because that is what is built into the plan 
as it is today. You are actuarially reducing the pension for everyone retiring 
at ages below 70. All we have done is to add just another $25. 


Mr. Munro: I am saying the person of 69 who qualifies for benefit because 
he is covered under the Canada pension plan, who does not take his benefit, 
but who makes his contribution for that year, and becomes 70, would then, 
because he qualifies under the Canada pension plan in clause (c)—would not 
he and his wife both being under 70 fall under (c)?—thus they would get 
$190; whereas the couple under (a), who are not covered under the Canada 
pension plan, who made no contribution at all, will get $200. 

Mr. CANTELON: But you are omitting the fact that he retired one year 
earlier than the other. 


Mr. Muwnro: No, I am saying he does not retire, but that he is covered 
under the Canada pension plan and he is a wage earner for one year and 
retires at age 70. 

Mr. CANTELON: He will not get anything if he does not retire. 

Mr. Munro: Then he retires at 70. 


Mr. CANTELON: He will not get anything until he is 70, and then he will 
get $75 and $25; he will get $100, the same as the other man. 


Mr. Munro: No. 
Mr. CANTELON: I do not understand your mathematics. 


Mr. Munro: When he retires at age 70 he will qualify for a Canada 
pension plan benefit, under clause (c). You have $40 a month for the case of 
a married couple there, so when he and his wife are 70 he will get $75 old 
age security, and his wife will get the same. Instead of each of them getting 
an additional $25, which they would have under (a) if they were not covered 
under the Canada pension plan, they get $40 or a total of $190. So the poor 
man who is covered under the Canada pension plan will get less because he 
had to make contributions for 1 year before he and his wife attain the age 
of 70 and retire than the couple under your clause (a) who were not covered 
under the Canada pension plan, who made no contribution at all, and just 
because they retired at 70, one year sooner than the other. Can you point out 
the logic in that? Of course, this would apply equally from 69, 68, 67 and 
so on. 

The CHAIRMAN (Mr. Cameron): I think Mr. Aiken has said that no one 
is intended to get more than $25 a month. 

Mr. Munro: But under this proposal they will get less. They will get less 
and presumably the reason for the advancement of the proposal in the first 
place was to wipe out inequities. All it does is point up some severe ones. 

Mr. CHATTERTON: It is much less an inequity than exists now, in our 
opinion. 

Mr. Munro: I think there are other questions we want to ask regarding 
this, but I would also like to ask them about clause (d). 

I am wondering if it is not redundant in view of clause (c), which says 
that all persons qualifying for any pension benefit under the Canada pension 
plan shall receive a minimum of $25 a month in the case of a single person 
and $40 a month in the case of a married couple. This in fact guarantees a 
pension. So I am wondering what is accomplished by (d). 
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Mr. CHATTERTON: Under your proposal those who have not contributed 
under the $600 and so on would get nothing at all. They would not qualify in 
your proposal. Is that right? 


Mr. Munro: I thought you were guaranteeing a minimum here, either 


under (a) or (c). Under (a) you have indicated that you are guaranteeing 
the minimum, so what is the difference? | 


Mr. AIKEN: I think, Mr. Chairman, that subclause (d) carries out the 
intention that those who earn over $600, or $800 if self employed, shall pay — 
their contributions from the first dollar instead of the amount that is over | 
$600, as presently is the case in the plan. Those who earn less than those — 
minima will not be required to contribute, but on filing a statement of income 
of less than that amount they will be able to benefit for that year. They will © 
be credited for that year with the amount of their income without making . 
a contribution, and this will permit persons who have a low income in some 
years to declare their actual income—perhaps $400 or $550—in the calculation © 
of their lifetime earnings—whereas otherwise they would be included as zero © 
earnings. If they are people who are unemployed or disabled or widowed, or 
in some other way have low income over a number of years, this will assist 
in bringing up their average lifetime earnings. 

That is the best explanation I can give of clause (d). 


Mr. Munro: Then, Mr. Chairman, referring to clauses (e) and (f); as aa 
result of compromises that were reached by the various parties represented 4 
on the steering committee it was resolved that a drop-out of 20 per cent— ] 


Mr. Basrorp: Should you mention what happened in the steering com- 
‘mittee? 
Mr. Munro: If I was not supposed to refer to what happened in the steering | 
committee, I apologize. q 
Mr. AIKEN: I did so. I said I was pleased that the 20 per cent had been ¥ 
arrived at and I made no other reference, but I said there was one class of | 
person to whom it would not be sufficient an answer. That is why we sug- — 


gested that in addition students be allowed to exempt years in which they 4 
attend an educational institution. | 


Mr. Munro: My point is that the 20 per cent provides a maximum 9.4 © 
years of drop-out. This is quite extensive. A 

It has been pointed out that this, to a large extent, takes care of the { 
objections of the teachers, firemen and everyone who has come before us. — 
I think we are all agreed. I would suggest that 9.4 per cent also to a very 
large extent takes care of those students who go to school between the ages | 
of 18 and 25. You can drop out those years of lowest earnings. Because of their a 
education, they will probably come to the very maximum level of income in 
the rest of their years. They will certainly reach the ceiling and be well over | 
the ceiling, thus they will get the maximum benefit under the plan in any event. | 

It should also be pointed out that one does not hear mention of any 


And, for that matter, even after their educational period, say, at age 25, 
it takes, I think, a minimum of five years to qualify for disability, and if 
they were injured in the meantime during that five year period they would 
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be affected. I do not think it is fair to the students involved to implement sub- 
clause (e). I think it does a disservice to them in many ways. 


So far as your subclause (f) is concerned, when they are talking about a 
20 year transition period apparently the Conservative party wishes to go on 
- record— 


The CHAIRMAN (Mr. Cameron): Perhaps you should use the words “the 
mover of the motion”. 


Mr. Munro: Yes, the mover of the motion wishes to go on record to the 
effect that all those middle aged Canadians actually 10 years away from 
retirement or less than 10 years will be denied either maximum or almost 
maximum benefits under the Canada pension plan by extending the 10 year 
transition period to 20 years, and certainly I do not think any of us could 
agree with that proposal. 


Mr. AIKEN: Mr. Chairman, in respect of the students, I would like to point 
out, firstly, that the right to exclude those years is optional. The student has 
the option of being in or out of the plan. Now, it is just possible, and in many 
cases it occurs, that a student may leave his university for two years and go 
out to work, and then come back at age 23 and take a master’s or some such 
degree. The two years in which he was earning could well be taken as his 
option of two years of earnings. To say that this is not fair to the students 
seems, to me, to be absurd because if you take the 20 per cent we now have, 
which allows them, say, nine years, seven of those will be gone before he is 
age 25, and he will have just two years in his whole lifetime from age 25 until 
age 65 in which he could be sick, unemployed, unable to contribute, or any 
one of many things could arise, and it is not unfair to him. It leaves a margin 
of only two years. We say he should not have to think of this when he is trying 
to decide whether or not he should continue his education; he should be able 
to continue his education to age 25 without being penalized by being left out 
of earning years, and if he so desires he could start at any time up to age 25, 
and he could exempt any year or SEEDS: of years. We think this is fair and 
equitable. 


Mr. Munro: Mr. Chairman, surely if a student is earning a little over $600 
a year, that is the situation we are concerned with. The great majority of 
those years, if not all of them, are going to be excluded from the calculations 
in respect of the benefit due to the 20 per cent dropout. It is not going to 
hurt his benefits on retirement and, so far as the contribution is concerned, at 
$600 or more you are talking in terms of less than $12 a year, and for that 
minimal amount you are going to exclude the student from getting disability 
benefits as well as survivorship benefits. 


Mr. CHATTERTON: He has his option. 


The CHAIRMAN (Mr. Cameron): This is rather an unusual sort of debate 
which is going on. I have allowed it to go on because Mr. Munro was putting 
questions and endeavouring to seek answers to the interpretation of Mr. Aiken’s 
motion. 


If there is nothing further you wish to say, Mr. Munro, Mr. Knowles has 
indicated he wants to say something on the motion. 


Mr. KNOWLES: Yes, Mr. Chairman. Briefly, I say that I go with Mr. Aiken; 
perhaps I should say that he goes with me in the effort to do something about 
the gaps in our over-all old age program, which had been drawn to our 
attention repeatedly during the sittings of this committee. However, I am 
afraid that that is as far as we travel together because I feel that the proposals 
that are cut out in Mr. Aiken’s amendment do not represent the best way 
to try and fill these gaps. 
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Several times during the course of our sittings I have criticized witnesses _ 
for telling us what was missing, but this is suggesting what we should do. 
I am not in that category. I would be critical of Mr. Aiken’s proposal. And, 
may I indicate that when we get to clause 9 of the report I shall be moving 
an amendment, the purpose of which is to deal with the gaps Mr. Aiken is 
concerned about in his amendment. £ 

Having said that, may I deal with the various proposals that he makes. 
I do not propose to try and tie up Mr. Aiken, Mr. Chatterton or Mr. Cantelon 
in the complications of their scheme; I prefer to meet it head on in terms of 
the principles or the philosophy behind it. 

Parts A, B and C, as I take them, all aim at increasing the amount of in- 
come in the hands of our older people whether it is those now over age 70, 
those now between ages 65 and 70 or those who will get older later on. In 
all cases the proposal is either that there be a $25 addition or that there be q 
a minimum guarantee of $25. Now, I want to see this kind of advantage, and — 
I will be proposing it when we get to clause 9. But, the first thing I think | 
that is wrong in respect of all three of these first items is that they make 
charges on the Canada pension plan which should not be made on the fund 
of that plan. . i 

If we start in by paying $25 a month to all Canadians over age 70 and — 
charge that to the Canada pension fund we are going to throw that fund out of 
gear so far as the plans that have been made for it are concerned. I think that _ 
the $25 a month which I believe should be given to our citizens aged 70 and — 
over and to those between ages 65 and 69 should not be a charge on the Canada 
pension fund but should be a charge on the old age security fund, or should ~ 
be provided by means of taxes on a basis of graduation. a 

If I might pick up one word which Mr. Munro used, I think what Mr. | 
Aiken is trying to do is to bring some of the flat rate aspect of old age security 
over into the Canada pension plan. I do not think you can mix them. I favour © 
a two stage plan, a flat rate benefit and an earnings related benefit; but, I think © 
we have to keep the financing of these separate and that it is a mistake to 4 
charge a flat rate element for a retired person to the Canada pension plan. I © 
also think there is a serious question of administration in respect of these first — 
three categories, A, B and C in this respect: they all speak of payments being | 
made out of the Canada pension fund. Now, I would like to know where these — 
payments are to be made to persons over age 70 in provinces which are not _ 
participating in the fund. I would assume that if we are going to improve the © 
pension position of persons over age 70 in Canada we will do it across the a 
country. But, if there is any question about that I think it should be cleared up. 

I would like to say a special word in respect of paragraph (b). One of the — 
things I do not like about it is that it seems to accept the proposal in the bill — 
for an actuarial reduced old age security benefit between ages 65 and 69. I think © 
it is pretty clear in this committee that, generally speaking, I welcome Bill ¥ 
No. C-136 and that I like the Canada pension plan. I think it has stood up well — 
to the criticisms made of it. But, this one feature in the bill, that of actuarial © 
reduced pensions is one which, in my opinion, I do not think will stand up in 
our Canadian scene. If the bill goes through as it is and you have the situation — 
of these people having to start off at $51 a month old age security because they j 
had to take it earlier and they have to stay with that rate for the rest of their 
lives, subject to any adjustment in the flat rate, in my opinion it will not work. 
I do not think we should be blessing that by this kind of proposal. In other 
words, all three of these first proposals made by Mr. Aiken, in my view, should 
be considered and should be dealt with. The problem should be met. But, I 
think they best can be met by direct increases in old age security and by 
lowering the eligible age. And, when we get to clause 9 of the report I shall 
make an amendment to that effect. 
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i If I may move quickly now to paragraph (d) of Mr. Aiken’s Ben Gridine 
I like the proposal that we find a way to blanket in for crediting purposes 
- those. whose income is less than. $600 a year employed or $800 a year self- 
employed but I do not like the proposal to impose tax or contribution on the 
income of persons below these figures. One of the things I think is good about 
the present contribution structure is that it weights it in favour of the low 
income group. It does that by making no charge on the first $600. If one starts 
putting a charge on the first $600 you remove that weighting element. 


Mr. FRANCIS: On a point of clarification, Mr. Chairman, it seems to me that 
this proposal will not make a levy on people who earn less than $600 or $800. 

Mr. KNOWLES: Just a moment, read the second line: And to this end con- 
tribution shall be required on total income. 


Mr. FRANCIS: Only in the case of persons earning in excess of that. 
Mr. KNOWLES: Earning more than $600. 
Mr. FRANCIS: I am not being sympathetic; I am trying to clarify a point. 


Mr. KNOWLES: I would like the part of (d) which gives to people who 
earn less than $600 a credit, without making a contribution. I like that, but 
what I do not like is the fact that the $1,000 man, under this plan, will have 
to pay his 1.8 per cent on the whole $1,000, and in so doing lose the weighting 
advantage that is there when the first $600 is not taxable for those who 
contribute. Again I do not think that (d) as proposed by Mr. Aiken meets this 
problem, and I suppose I am making part of the speech I will make tonight 
when we get to clause 9 of the report. 


The CHAIRMAN (Mr. Cameron): Maybe you will not have to repeat it. 


Mr. KNOWLES: You know me better than that! I think the simplest way 
to handle all this is by increasing the benefits paid under the flat rate program 
and by lowering the eligible age. 

Now, with regard to (e), the points I wish to make have, for the most 
part, been already made, but perhaps I can restate them briefly. I think we 
were all impressed with the case made by the students, the firemen and the 
teachers, and no doubt there are other groups. Incidentally, as automation 
goes on there will still be more groups where this will be a problem, but I 
think it is better to deal with this by the kind of things we have done in the 
steering committee, by raising the drop-out period from 10 to 20 per cent, 

than by trying to pick out special categories. If one should pick out special 
- eategories, such as students, firemen or teachers, there will be other groups 
asking for the same all down the line. This is bound to grow as time goes on. 
I do not think Mr. Aiken has effectively answered the point that it is unfair to 
students to deny them the right to get the benefit of certain years of contribu- 
tion for purposes of disability benefits and other supplementary benefits. I 
heard him say in answer “But there is an option there’’, but is it not too late, 
after the student is taken ill, has become disabled or after he has died? Should 
not the credit be automatic? That is what the bill provides as a deterrent, and 
with the 20 per cent I think we have gone quite a way in meeting this. 

Point (f) in my view is quite unacceptable. I realize that Mr. Aiken offers 
it in part as a means of saving money so we can pay some of the other 
benefits. I think there are other ways to raise money on taxation scales that 
- are equitable, but the plain fact of the matter is that what this does is to say 

to all the Canadians now 55 years of age and over, who have been anticipating 
10 years from now a pension of so many dollars, “That pension under the 
Canada pension plan will be exactly half of what it would otherwise have 
been.” I support the principle that if we will get this kind of scheme going, 
we should get it going as quickly as possible. Therefore, I do not like the 
effect of (f). 

21769—43 


2088 JOINT COMMITTEE 


I am back where I started. I support the motives which Mr. Aiken has. 
I am with him in it, that we have to do something to fill the gaps. I shall 
try to make my proposal with regard to clause 9. I think this package, when 
you look at it in its entirety, is one that defeats the purposes that we are 
concerned about. 

The CHAIRMAN (Mr. Cameron): A number of members of the committee — 
have indicated they want to say something. They are Mr. Cashin, Mr. Lloyd, — 
Mr. Francis, Mr. Basford, Mr. Prittie, Mr. Macaluso and Mr. Gray. 


Mr. CASHIN: I will try to make it as brief as possible. I think the point 
has already been made before in this committee, that there seems to be, for 
one reason or another, confusion when we talk about the Canada pension 
plan and gaps that exist. I think we have to recognize that this is a device 
for planning for the future so that the people now in the working force will 
not be confronted, in the years to come, with the necessity of depending on 
the questionable beneficence of a paternalistic government. 

I think enough has been said. The point I would like to emphasize now 
is that paragraph 9 in the draft recommendations of the steering committee 
seems to me to be infinitely superior to the suggestion here because it recog- 
nizes, as Mr. Knowles has said and others such as Mr. Munro, that these are — 
separate problems. Consequently, since it is a separate problem, I think we 
must look at social security and what we are going to do for the present old 
aged in relation to the whole field of social security. In fact everyone agrees 
the present $75 a month, or even $100 a month or a higher amount, might 
still be inadequate pension for somebody who is retired. However, I think 
we have to admit there are a million old age pensioners in this country who, 
while they may not be treated as adequately as they would like, still have 
an opportunity to express their views and make demands for adequate treat- 
ment in a far more vocal way because of the size of their group than many © 
other groups in our society who are being ignored in the amendment that has 
been brought here today. 

I think that we have to have a balanced approach to the whole field of — 
social security. I am thinking of education, present social assistance, and what — 
we are going to do in health. If we are going, perhaps for political reasons or 
perhaps for humanitarian reasons, to increase the pensions to $100 a month, 
we have to ask ourselves, “What does this do to our other social security 
measures?” I think this is a very important question and I think that by — 
confusing, for one reason or another, the gaps and what we are trying to do 
in the Canada pension plan, we may be doing a disservice to the whole 
population and the whole problem of social security. We are now planning — 
fer the future. If we cannot, in so planning, remove all the problems of old 
age, then I think that is not a reason to deter us from doing what we are ~ 
going to do in this Canada pension plan. gy 

There were other things that were mentioned, for example, the great 
concern that is expressed about the $600. In this plan now we might be 
taxing by giving a guarantee of $100 a month to a man who is making $400 
a year and has been making that for the past 12 years. If we guarantee him 
$100 a month when he is 70, what are we doing to the resources of the country 
so as to do something about his real problem? The fact that he had to wait to 
the age of 65 or 70 to make $1,200 a year I think is a much greater problem 
than the $1,200 a year. 

For example, there are a great many inequities and anomalies that oma 
in our whole approach to social assistance. Widows, orphans and disabled 
persons are not covered here. We will go on neglecting them, will we? I would 
like to say that I think we made a sound start and a balanced approach to 
social security. I agree with Mr. Basford’s comment that some political cynicism 
has been introduced here. 7 
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Mr. Luoyp: Mr. Chairman, in general I subscribe to and support the views 
expressed by Mr. Knowles when he indicated that he thought the flat rate 
benefit provision for old’ age security should be financed, if you like, from the 
existing structure of taxes, or some improvement made thereon, and that, 
in broad principle, the wage related pension plan should be financed, at this 
stage certainly and in the light of all the statistics and information we have, 
from the payroll deductions. 

You could carry both of these things to extremes, and this reminds me of 
a quotation from the United States Supreme Court which said that the power 
to tax is not only the power to destroy but also the power to keep alive. 
Well, it seems to me that tf you are going to keep alive the economic growth 
practice in your economy you should to some extent, certainly, relate what you 
do to the growth in your economy. 

On the other side of the coin, if you have contributions from wages to 
finance a scheme of benefits, I think it is wrong to take the contributions from 
small wage earners; certainly, you are taking all of those above $600 and 
asking them to contribute to a benefit scheme. I think it is wrong to ask that 
class of taxpayer to help finance the flat rate benefits to the extent that you 
would as proposed in the amendments submitted by Mr. Aiken. If Mr. Aiken 
had said that we wanted to divide the funds received from the payroll con- 
tributions between a wage related pension scheme and so much for the old age 
security, then one might perhaps have a better understanding of the objectives 
which this amendment propose to achieve. In principle, I cannot see any 
justification whatsoever for transferring funds, if you like, from the payroll 
deductions into flat rate benefits. I think that is something that stands on its 
own feet. I think that those who pay income tax above exemptions, such as 
corporation profits and sales taxes, are the sources for flat rate payments. I 
am afraid that the flat rate benefits proposed by Mr. Aiken in his resolution 
indeed would depart from the principle of financing which is inherent in the 
Canada pension plan. For that reason I simply cannot support his motion. 

In short, Mr. Chairman, I think the old age benefits should be the subject 
of some other study. In the report on page 7, clause 9, we do indicate there is 
a need to examine a new situation which will arise when you bring the 
Canada pension plan into operation. 

Mr. KNOWLES: I welcome your support for my amendment. 

Mr. Luoyp: I should say I am keeping in mind the principle of responsible 
government, in respect of committing public funds, that the initiative must 
come from the government. 

Mr. Francis: Mr. Chairman, it seems to me that the recommendations 
follow fairly closely the recommendations of the province of Ontario. I have in 
mind that the government of Ontario in its brief to us indicated that they 
participated in no fewer than six federal-provincial conferences at which these 
matters were discussed. These proposals as spelled out in detail before the 
committee, if adopted, would call for another run of federal-provincial con- 
ferences and substantial delay before the plan could be brought into effect. 
If for no other reason, I think this committee should rule against it. 

There is the additional problem that they would be applicable to partici- 
pating provinces only, which would bring about an anomaly such as I have 
in mind in the Ottawa area. In the event these recommendations were adopted, 
on one side of the Ottawa river a person over 70 would get $100 a month, and 
on the other side, the person would get a benefit of $75 a month old age 
security. Whether or not the provincial plan would go along with this could 
be determined only after further negotiations. 

Apart from that I find the recommendations confusing and difficult to 
understand. I think basically they are much simpler than they have been set 
out before us. As I understand the recommendations, for everyone over 70 
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there would be old age security plus $25—$100 a month. For everyone at age 
65 who elects to take the actuarially reduced old age security payment—and a 
that is not related in any way to labour force participation—a uniform flat a 
supplement of $75 a month is paid, so far I can understand it. However, I have | 
difficulty when I try to go beyond this because what I think it means is thatts 
the whole structure of the benefit under the Canada pension plan is brought 

essentially to a flat rate structure with very little earnings related portion 


above the flat rate on a 20 year transition period. Certainly, for a long period 
there is very little. 


IT have two or three examples I tried to work out. If you take a man, say, 
who is self employed and earning $799, according to this proposal he would 
be credited with $800 on $799 worth of pension credit. I hope the mover of the 
motion will correct me if I misinterpret the resolution at any point. The man 
who earns $800 and is self employed would be contributing $2,880 or 3.6 per 
cent. He will further qualify for the minimum pension benefit of $25 a month, ; 
or $25 plus an additional $15 for the wife if the wife happens to be younger © 


than the husband and not eligible for the actuarially reduced old age security 
benefit. 


If you start working this further and put them in for the minimum — 
benefit of $40 a month, which presumably is continued as long as the wife q 
does not fall under the actuarially reduced old age security benefit provision, . 
what happens when the husband crosses his seventieth birthday? Does he © 
draw the minimum plus $100 a month? Is this the proposal? I wonder whether — 
Mr. Aiken would be kind enough to tell me whether that is his proposal? — 


Mr. AIKEN: Mr. Chairman, in the first place Mr. Francis used the example _ 
of one person earning $799 and another earning $800. There always is a division _ 


line no matter where it is established. In the present plan it is a somewhat _ 
different situation. 


Mr. FRANCIS: Will the benefit stil] be $100 plus the minimum Canada 4 


pension plan benefit at age 70 under the proposals before us? Is this correct © 


in respect of the man who had contributed on his earnings record of less than ; 
$800 or $600? ze 


Mr. AIKEN: No. His minimum would be $75 plus the additional amount, _ 
the $25 if that should be the figure. ; 


Mr. FRANcIS: We have (b) and (c); (b) says that all persons qualifying — 
for any pension benefit under the Canada pension plan shall receive a mini Md 
mum pension of $25 a month, and (c) says there is a minimum pension of — 
$25 a month. Are these two benefits or are they one and the same benefit? — 


Mr. AIKEN: They are intended to work together. Subclause (c) provides § 
a minimum pension for a person who contributes and who is under the plan; 
(6) provides a minimum which may be the same amount of $25 but not 
necessarily, because we fixed it at not more than $25; that is a person who 
is not a member of the Canada pension plan. ‘on 

Mr. Francis: My example— ae 

Mr. AIkEN: And we feel this creates some equity between the people 
who contribute a small amount to the Canada pension plan who draw a 
minimum benefit and a person who has been unable for some reason, mostly 
because of age, to have come into the Canada pension plan. a) 


Mr. FRANCIS: The answer to the question in my example of the man 
making $799, retiring at age 65, and married with a wife, is that he is goi 
to draw $40 a month from the Canada pension plan on retirement plus a 


actuarially reduced old age security pension at age 65. At age 70 how m ich 
will he draw; is it $125 a month, $140 a month, depending on the age of | Lis 
wife, or $100 a month plus what his wife receives? I just cannot understand 
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from the information you have placed before us what the answer is to my 
question and I have conscientiously tried to understand what the benefits 
will be. : ; 


Mr. PRITTIE: What does it matter? Let us have a vote on it. 


Mr. FRANCIS: Maybe it does not matter, but I attempt to understand it 
before I vote on it, because to me it seems that the recommendation amounts 
to sort of a large grandstand play—a large amount of money to be paid out © 
and nobody being hurt. This is what I consider to be a regressive tax base for 
adding an extra $93 million a year. 


Mr. AIKEN: This is not a grandstand play at all. However, in going into 
this and after giving it very careful scrutiny, if you feel there may be a gap 
between one group and another, this is because we have not attempted to 
draft the actual wording of the amendments, and that was not the intention 
of the committee. The intention of the committee is to propose in general 

- what we would like to see the amended plan’ include. I can say no more than 
that. You have quoted some examples. I have tried to calculate them. I admit 
I cannot come to a conclusion. It was the intention that (a), (b) and (c) 
should together compromise a minimum benefit structure for those persons 
who had been left out. We attempted to fill the gap. We may have left one 
end out; I do not know. 


Mr. FRANcIs: I do not wish to pick small holes. What I am attempting 
to understand is the level of the benefits. I think what you are saying is that it 
is $100 a month for everybody over 70 and it is the actuarially reduced old 
age security plus $25 after age 65 provided you are retired. It seems to me 
this is the proposal. I think you also are saying—and I am trying to be fair— 
that on the basis of a 20 year transition period with much more gradual build 
up of the Canada pension plan benefit wherever the Canada pension plan 

' benefit rises through the man providing, then you would let the Canada 
- pension plan benefit carry. 


Mr. AIKEN: Exactly. 


Mr. FRANCIS: I think you could have said that in much more simple 
terms. This is my view. 


Mr. AIKEN: I will let you redraft our motion. 


Mr. FRANcIS: I am quite prepared to be helpful, but I prefer being helpful 
in terms of something I believe to be desirable. If you take the $600, or the 
first $800, in the case of self employed persons, the full rate is 3.6 per cent and 
in the case of those on payroll deduction it is 1.8 per cent by the employee 
and 1.8 per cent by the employer. 

I want to go on record by stating that I think this is a progressive form 
of raising $193 million in a year, and it is not a form of taxation which IJ can 

support. And in regard to students, I cannot see the reason for putting in a 
particular category of contributors. I think the approach to the drop-out period 
is fair to all categories, but I think if you touch on the students you are creating 
problems of who are students, what is vocational training, and the determination 
of a large number of marginal categories. So I would prefer to adopt the approach 
in the bill with a 20 per cent drop-out period. It may be added to over a sub- 

stantial period of time, but I think we have a drop-out of six per cent of benefits 

in the future, and it is not something easily calculated. I would prefer to see 
the first approach rather than to spelling out categories which I think is not a 
desirable thing to do, and which would create even greater complications in the 
regulations. Therefore I am not prepared to support the amendment. 


. Mr. AIKEN: In answer to the last point we did not feel we were taking a 
- eategory of persons and giving them a special place. We felt we were taking 
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all Canadians, everyone, regardless of what his preparation for his life might 
be, and giving him all the breaks. They may be firemen or engineers, or any- 
thing. But if they want to continue their education, they are classed as people. 
We consider them merely as a group of people who are preparing for the 
future, and it would be applicable to anyone. 


Mr. BasrorD: I have my own views concerning this amendment which I 
think perhaps I should express in the house rather than to take up the time of 
-the committee. 

I think the amendment has to be rejected for obvious reasons. It seems to 
me to be unfortunate that other Conservative party members of the committee 
could not have been present this afternoon to support it. 


Mr. AIKEN: In view of this last remark—I am sure that it was not intended 
to be unkind—Senator McCutcheon has been available at many of our meetings, 
but he is ill today. He expressed his regrets this morning. We regret that he 
is not here because we think he could have made a better presentation than 
those of us who are left. I want to mention this one particular point. 


Mr. CANTELON: May I make a point concerning section (c)? 
The CHAIRMAN (Mr. Cameron): Yes. 


Mr. CANTELON: I was pleased to see that Mr. Francis seems to have inter- 
preted this in the way we did in some respects, and that this referred to 
married couples and $40, and it did not matter whether the wife was under 
the age of retirement or not. 


Mr. FRANCIS: It would have to be, or else she would have a benefit in her 
own right. 


Mr. CANTELON: That is right. When she reaches the age of retirement she 
would get $25. 


Mr. AIKEN: Yes. 
Mr. CANTELON: That is the point I raised before. 


The CHAIRMAN (Mr. Cameron): Do you wish to reply, Mr. Munro? Or 
Mr. Prittie? 


Mr. PRITTIE! <1 pass. 


Mr. Macatuso: I have one small question. I wonder if Mr. Aiken and others — 
of his group could tell me whether they have figured out what the cost would 
be of this enlarged proposal? 


Mr. CHATTERTON: One reason we put it at not more than $25 is that we 
asked for figures, and there was one figure given to the committee, for 1970, of — 
an additional $385 million. That would be additional revenue. That was for — 
the whole package that was more or less in the Ontario proposal; and there was — 
additional revenue required which was estimated to be $120 million, but some ~ 
of our officials estimated it to be considerably less, I think about $110 million a 
or something like that. The year 1970 was the only year we had any indication — 
of. 


Mr. MacaLuso: You would need some $250 million plus? 
Mr. CHATTERTON: Yes. 
The CHAIRMAN (Mr. Cameron): Now, Mr. Gray. 


Mr. Gray: I think most of the points I intended to comment on have been © 
quite well dealt with by other Liberal colleagues on the committee. For the 
reasons given with which I associate m ; 
I don 


Mr. AIKEN: Oh, I am sorry. 
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The CHAIRMAN (Mr. Cameron): Is there any further discussion before I 
put the question? The question as I understand it is in respect to paragraph 
8, inserting after it, or the words below, the motion proposed by Mr. Aiken 
seconded by Mr. Chatterton with one amendment to it, that is, that the final 
concluding part of the recital should read as follows: 


Therefore to correct these gross omissions and inequities the com- 
mittee recommends that Bill No. C-136 be amended to provide that—_ 


You have all heard the motion. Those in favour please indicate. 


Mr. BasrorD: Do I take it that the three whereases printed above on that 
page are not to be part of the motion? 


The CHAIRMAN (Mr. Cameron): Yes, they are part of the motion. They 
come in. 


Mr. AIKEN: We did not anticipate that clause 7 would be passed over. 
We had intended to move this amendment under clause 7 which included cer- 
tain things. But for the purpose of getting it before the committee we left it 
all together. 


The CHAIRMAN (Mr. Cameron): You have heard the motion. All those in 
favour of the motion will please hold up their hands? Those opposed? 


Motion negatived. 


Mr. AIKEN: We presented a package deal, but since it has been rejected 
we would like to submit without any further comment or statement, if possible, 
two of the amendments we made which we feel, regardless of the loss of our 
amendments, ought to be put before this committee. One refers to students, 
and I would like to move as a separate motion, seconded by Mr. Cantelon, 
that, in the same place as we proposed the previous amendment, the follow- 
ing amendment be included in clause 8 with which we are still dealing. 


The CHAIRMAN (Mr. Cameron): It is in the words of paragraph (e) of your 
original motion? 


Mr. CANTELON: We have it written out in exactly the same way. 

Mr. AIKEN: We have an amendment, and it may be distributed. 

Mr. Munro: It is not necessary, if it is the same as what you already have. 

Mr. AIKEN: I think it is identical with what we already have. 

Mr. Muwnro: In paragraph (e)? 

_Mr. AIKEN: Oh, there is something slightly different. It reads as follows: 
Whereas, it is desirable to encourage students to continue their 
education without penalizing them under the Canada pension plan, 


The committee recommends 


that a student who has attained the age of 18 and is less than 25 years 
of age shall, at his option, not be required to make contributions in each 
of those years in which he is registered as a full time student at a 
recognized educational institution, in which case the years in which such 
person did not make contributions shall not be included in determining 
lifetime earnings. 


Mr. Luoyp: Are we not ready for the question to be put, Mr. Chairman? 


The CHAIRMAN (Mr. Cameron): Just as soon as we all receive a copy of 
the amendment. That is all. 

You have all got it now. Members of the committee, you have Mr. Aiken’s 
motion, seconded by Mr. Cantelon before you. All those in favour? 
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Mr. BasrorD: On a point of order, Mr. Chairman, I was on the verge of 
objecting to the last motion on the same ground, but Mr. Aiken explained the 
difficulty. Mr. Aiken is now presenting particulars, and I object to the con- 
clusion of the particulars, the whereas clauses. The whereas clauses are not in 
any form that is presentable to the committee. I think the motion, to be in 
proper order, must have the whereas clauses excluded. 


The CHairMan (Mr. Cameron): That might be a matter of good drafts- 
manship. 


Mr, Basrorp: I think it is far more than good draftsmanship. The whereas 
clauses contain inferences and arguments. I do not think they should be there. 

If the mover of the motion wishes to add a paragraph to the draft report, 
that is fine, and if the paragraph is to the effect that the committee makes 
a recommendation with regard to the students, that is fine, but ‘‘whereas” 
is not part of the report. 


Mr. AIKEN: I will be happy to withdraw the “whereas”, Mr. Chairman— 
Hon. Mr. SmituH: That is good. 


Mr. AIKEN: —if we may proceed with the vote. 


The CHAIRMAN (Mr. Cameron): Mr. Aiken is apparently prepared to — 
withdraw the “whereas” to the recital and to limit it to “the committee 
recommends”’, 

Will all those in favour of the motion please signify? Opposed? 


Motion negatived. 


Mr. Arken: Mr. Chairman, I have one more amendment to propose. It — 
is not one to which we have referred previously but I think it could well \G 
be put in here. There is a “whereas” in it but rather than include that I will © 
read it and leave the motion as it is. i. 
I move, seconded by Mr. Rhéaume, that clause 8 be amended so that after g 
the words “following changes in the bill” a clause (2) be added and that the © 
other clauses be renumbered accordingly. 
The CHAIRMAN (Mr. Cameron): Is that an “i” or is it a Roman numeral — 
which stands for 1? 


Mr. AIKEN: It is a small 1. It is as follows: 


That those persons described in sections 6 (h) and (j) of the bill as 4g 
being expected employment, at their option be permitted to declare — 
themselves as self employed persons and therefore to be entitled to © 
make contributions and receive benefits accordingly. 


That is the end of the motion. q 


The CHAIRMAN (Mr. Cameron): The motion has been put by Mr. Aiken — 
and seconded by Mr. Rhéaume. The motion is before you. i 
Mr. Francis: I personally would prefer to see the regulations permissive 
to bring in categories of employment as soon as it is feasible to do so, but I | 
would like to hear technical advice from the numbers of persons one can > 
bring in at the beginning of a plan and the difficulties of extending coverage — 
to this area right at the beginning. m 
I would hope that recommendations could be broad enough to extend 
coverage, but I would not like to create anything that would cause difficulty 
administratively right from the very beginning of the plan. a 
Mr. AIkEN: The purpose of the amendment is to carry out the desire that | 
as many people who are residents of Canada as wish to be covered by the 
plan be permitted to be covered. ia 
There are two groups mentioned in subsections (h) and (j). In general, 
they are employees from whom a payroll tax cannot be collected, groups such 
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as foreign government employees, and so forth. This provision would merely 
permit those people to declare themselves as self employed, and to belong to 
the Canada pension plan and pay the full contribution rate. This is the very 
simple objection of the amendment. 

Mr. Munro: Mr. Chairman, I wonder if I may direct a question to Dr. 
Willard or to Mr. Thorson through you. 

Are there any administrative objections to those amendments? 

Mr. WILLARD: Mr. Chairman, I think one of the things the committee will 
want to consider is, if you do provide such provision or make such a provision, 
whether or not the employer, say a foreign government, would take advantage 
of this and would not then enter into an agreement, so that the net result would 
be that where you might have arranged an agreement by which the foreign 
government would pay the employer’s contribution, you end ba, having most 
of these people paying double contributions. 

I have no way of knowing how this might work out, but this is one pos- 
sibility that you would have to consider. 

Mr. Aiken: Mr. Chairman, we will obviously have to sit this evening unless 
Mr. Knowles has made his complete speech. 

We could amend this by including, after the word “‘employment” the words 
“for whom no provision is made’ if this would assist the situation. We could 
let that stand for the time being until Dr. Willard can tell us more. 

Mr. Munro: I think Mr. Aiken’s suggestion to let it stand in order to give 
time for it to be considered would be appreciated. 

Mr. AIKEN: Thank you. 

Those are all the amendments we have for the moment. 

The CHAIRMAN (Mr. Cameron): Would the committee like to adjourn now 
and come back at eight o’clock? 

Mr. CHATTERTON: We could conclude in three quarters of an hour, I think. 

Mr. Munro: Let us try. 

There are these amendments, and Mr. Knowles does not come in until 
item 9. The rest of the matters in item 8 are pretty well—and I say this with- 
out trying to prejudge the matter—the result of agreements reached. I do not 
think there is any controversy involved. 

The CHAIRMAN (Mr. Cameron): That may very well be the case, but I 
think Mr. Knowles should have the opportunity and the time. I do not think 
we could conclude in a limited time such as three quarters of an hour as has 
been suggested. 

Mr. Basrorp: I move that we deal with paragraph 8 now, subject to the 
right to come back to Mr. Aiken’s amendment. 

The CHairMAN (Mr. Cameron): I would like to enquire of Mr. Knowles 
whether that would meet with his approval. Would you prefer to come back 
at eight o’clock and present your amendments? 


Mr. Know.ss: I do not think I make the choice; I think the committee will 
decide when it wants to listen to me. 

I have an amendment to paragraph 9 of the report, which I dare to hope 
will be accepted in view of the kind of speeches that have been made on the 
other side this afternoon. If it is not, I have a second amendment to paragraph 
9, and I have an amendment to subparagraph 3 of paragraph 7 when we get 
back to it. So far as I know, those are all the amendments I have. 

Do the Conservatives—if I can use that word—propose anything on para- 
graph 7? 

Mr. CHATTERTON: No. We intend to speak very briefly on these amend- 
ments of Mr. Knowles. 
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The CHAIRMAN (Mr. Cameron): Then we can proceed. I was only making 
a suggestion. A motion to adjourn will be in order at any time if anyone begins ~ 
to feel we are taking too long. The right is reserved for the committee to 
come back to Mr. Aiken’s motion. 

Mr. Prittie: On a point of order, I think we should really decide this 
matter. Are we prepared to sit now until eight o’clock and finish, or are we 
going to consider adjourning now and coming back at eight o’clock? I think _ 
it will take two hours to finish. 

Mr. Basrorp: Let us see how far we can go by 6.30. 

Mr. RHEAUME: In order to satisfy Mr. Basford, may I say that the council 
of the Northwest Territories is sitting now and that I am expected there. 

The CHAIRMAN (Mr. Cameron): We have one amendment on para- 
graph (i) of subclause (8), which is a provision exempting the armed services 
and the Royal Canadian Mounted Police from coverage from the Canada pen- 
sion plan. The amendment is that paragraph (i) of subclause (8), which is a 
provision exempting the armed services and the Royal Canadian Mounted 


Police from coverage under the Canada pension plan should, if integration is 
technically feasible, be deleted. 


Is that carried? 

Clause 62, subclause (8), paragraphs (1) to (iv) inclusive, agreed to. 

Mr. KNOWLES: Mr. Chairman, I am sure we all support paragraph (iv). — 
Perhaps it is not inappropriate for me to repeat a word that I said this morning 
in the steering committee. Comments are often made about committees and 
oppositions and so on, and about discussions of bills, to the effect that they are © 
not worth while. This is something that has been discussed a good deal, and — 


I think it is to the credit of the parliamentary process that we are doubling 
this drop-out period from 10 per cent to 20 per cent. 


I think this is one of the best things we have done in this committee. 
Mr. Luoyp: I agree. 

Some hon. MEMBERS: Agreed. 

The CHAIRMAN (Mr. Cameron): Clause 5 is next. 

Some hon. MEMBERS: Carried. 

The CHAIRMAN (Mr. Cameron): Followed by clause 6. 

Some hon. MEMBERS: Carried. 


Mr. KNOWLEs: And, clause 6 is one I am glad we are recommending. It is 
an act of kindness to many people. ; 


Mr. Munro: And, it is good Liberal philosophy that is providing this. 

Mr. KNOWLES: The Liberals and Conservatives have refused it time and 
time again. " 

Mr. Munro: I just wanted to see if you would rise to the bait. 

The CHAIRMAN (Mr. Cameron): Paragraph 8 in its entirety is carried. 

Mr. AIKEN: We still have an amendment to dispose of, Mr. Chairman. 


Mr. BASFoRD: Mr. Chairman, my impression was that we proceeded with — 
clause 8 subject to the right to come back to the amendment of Mr. Aiken. — 

Mr. AIKEN: Well, if we go back it will have to be in respect of clause 7. 

The CHAIRMAN (Mr. Cameron): Yes, we passed all the others. We now 
come to clause 7. We have read the preamble to clause 7. What about sub- 
clause (i)? ‘ 

Some hon. MEMBERS: Carried. 

The CHAIRMAN (Mr. Cameron): Subclause (ii)? 


Some hon. MEMBERS: Carried. 
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Mr. AIKEN: Mr. Chairman, we had proposed in the first instance to move 
to eliminate clause 7 completely and substitute the preamble we ourselves 
prepared. In the circumstances we do not agree that all the worthy objectives 
in here have been carried in the bill. We would like to have this carried on 
division. 

The CHAIRMAN (Mr. Cameron): Subclauses (i), (ii) and (iii) carried on 
division. 

Mr. KNOWLES: Not subclause (iii). 

The CHAIRMAN (Mr. Cameron): Then we will deal with subclause (iii). 


Mr. KNOWLES: Mr. Chairman, I would like to move an amendment to 
subclause (iii), seconded by Mr. Prittie. Members of the steering committee 
and, for that matter, members of the entire committee, will probably recognize 
that I am asking the committee to put back language that was in an earlier 
draft of this report. I have copies available for everyone here. As I say, I move, 
seconded by Mr. Prittie, that subclause (ili) of clause 7 be deleted and that the 
following be substituted therefor: 


(iii) The level of combined benefits available under the Canada pension 
plan and the Old Age Security Act should be adequate for those 
people for whom such benefits will be the only source of income 
after retirement. 


As I say, this was the wording that was before us at an earlier stage but 
it got changed somewhere along the line. 


The draft report that we now have before us reads: 


The level of combined benefits available under the Canada pension 
plan and old age security should represent a high proportion of the 
previous earnings of those people whose income does not permit other 
adequate provision for their retirement. 


I do not want to bring the changes in respect of the discussions we had, and 
we had many sessions with the committee. But, I think there is a tremendous 
difference between aiming at a high proportion of previous earnings and 
aiming at benefits that are adequate. Now, I know we could have discussions 
about the meaning of high proportion and the meaning of adequate, but high 
proportion to previous earnings, particularly in the case of those whose 
earnings were iow, means nothing. I think we would be better to stick, as 
an objective, with the earlier wording. I realize that neither in the wording 
that is in the draft report nor in my amendment are we enacting anything; 
we are stating a principle. But, if we are stating principles we should state 
adequate principies. As I say, Mr. Chairman, at this point I offer this amend- 
ment, seconded by Mr. Prittie. 


Mr. Munro: Mr. Chairman, if I might comment at this time, I think Mr. 
Knowles is quite aware of why the wording was changed. If I might be 
permitted, without going into the details of what happened in the steering 
committee I would state that there has been considerable argument as to 
what was adequate, and what one member of the committee may have thought 
was adequate certainly was not adequate in the minds of others. It was a 
very subjective word. I suspect the reason that Mr. Knowles is requesting 
the word ‘adequate’ here is this. He has indicated that he would be putting 
his motion in respect of increases in old age security this afternoon, and he 
will then contend that the members of the committee by voting for his 
proposal that the word “adequate” be inserted are in effect showing that we 
think the present level of old age security, without an increase, is adequate. 
I do not know whether or not he is endeavouring to tie this in with his later 
motion. Interpretations like those which might be put on the word could 
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be advanced for partisan purposes later. I think the present wording is — 
preferable because in this way we steer away from this whole question of | 
what some consider adequate and others consider inadequate. I am sure many ~ 
of us have the same idea in respect of what adequate is. Certainly many _ 
witnesses have expressed that already the old age security is higher than that 3 
in the United States and is high enough, but many of us in this committee 4 
disagree with those witnesses who made that statement. | 


Mr. KNOWLES: But certainly in the steering committee the argument did ' 4 
not turn only on the definition of the word “adequate” but rather that there — ‘ 
was this difference; at least one member did not agree that our plan should a 
provide adequate benefit. At least one member thought it should be just a — 
kind of floor. Some of the rest of us thought in principle that the combination ~ 
of old age security and the Canada pension plan should provide adequacy, not 
just a certain proportion of former earnings but adequacy. In other words, — 
I am asking if Mr. Munro thinks it is fair to say that all the argument was } 
in respect of the definition of the word “adequate”. 


Mr. Munro: So far as I am concerned, Mr. Chairman, with the reservation a 
I have expressed in respect of what use this word may be put later I do not a 
think we take any particular exception to Mr. Knowles amendment, but I © 
would like to hear what the rest of the members have to say. 5. 


Mr. Basrorp: I am happy Mr. Knowles made this amendment. I think 
we were agreed this morning, and I certainly will support the amendment. 


Mr. FRANCIS: Mr. Chairman, I do not propose to support the amendment ~ 
because I do not think anyone can say what is adequate. All the witnesses — 
who came before the committee were asked the question: “Is $75 a month a 
adequate?”, and the answer was no. Then, the question was put: “Is $104 — 
a month adequate?” In every case, to my knowledge, when the question of | 
what was adequate was put to the witnesses who came we got evasive answers. 
No witness was prepared to say what an adequate benefit was, and it seems _ 
to me that if we buy anything that is as open as that we will be in difficulty. © 
Naturally we say that we are going to have adequate benefits but we do not 
say we are going to provide a test for it or that we will have regulations “y 
covering it, nor do we contemplate machinery for determining figures in dif- — 
ferent parts of the country. In this way we would be opening up a line of 
criticism of the whole bill itself which I, personally, do not think we should — 
support at this stage. i: 


Mr. CHATTERTON: If I might just say a word, both “high proportion” and 
“adequate”? are subject to interpretation. I think the crux of Mr. Knowles | 
proposal is whether the base should be adequacy in respect of earnings or J 
just adequate, and of the two I am inclined to favour Mr. Knowles in spite 
of what happened in the steering committee. 4 


Mr. Munro: That is an interesting proposal. I am glad to see these thing: 4 
happening because Conservatives have expressed the thought that everything 
here was going to be rammed through, and as we know and this was one of 
the compromises we implemented in order to show that we are willing to listen 
to their point of view and now I am glad to see that they came back to Mr. 
Knowles’ point of view which they objected to originally. ae 


Mr. AIKEN: This points up our real objection to the whole of clause te 
It does not change one word of the bill or the section; it is just an exercise i L 
semantics, and it really does not matter. sg 

Mr. BasrorD: It is far more than that. If this parliamentary committee, 
representing all parties, can agree on the principle that pensions for those 
to whom pensions are their only source of income should be adequate I wo ud 
regard that as a great step forward. | ™ 
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igh E, AIKEN: But how does it change the bill; we already have passed the 
bill. 
Mr. GRAY: It is an expression of opinion. 
An hon. MEMBER: Question. 
Mr. BAsForD: If this carries I will be happy to see that this whole group 
will be adopting the Liberal philosophy. 
| The CHAIRMAN (Mr. Cameron): I have a motion by Mr. Knowles, seconded 
by Mr. Prittie, that subclause (iii) of paragraph 7 be deleted and the follow- 
ing be substituted therefor: 

(iii) The level of combined benefits available under the Canada pension 
plan and the Old Age Security Act should be adequate for those 
people for whom such benefits will be the only source of income 
after retirement. 


- 


All those in favour of the motion? 

_ Mr. CHATTERTON: All philosophy and no action. 
The CHAIRMAN (Mr. Cameron): All those opposed? 
Mr. CHATTERTON: We tried anyway. 

Motion agreed to. 

The CHAIRMAN (Mr. Cameron): The motion carries. 
We now proceed with paragraph 5. 

Some hon. MEMBERS: Carried. : 

The CHAIRMAN (Mr. Cameron): Paragraph 6. 
Some hon. MEMBERS: Carried. 

The CHAIRMAN (Mr. Cameron): Paragraph 7. 
Some hon. MEMBERS: Carried. 

The CHAIRMAN (Mr. Cameron): Paragraph 8. 
Some hon. MEMBERS: Carried. 


Mr. Prittie: Mr. Chairman, I wanted to put a question but I do not know 
under which paragraph to put it, so I will do it now. I believe the staff people 
were going to study, in respect of the brief submitted by the fishermen union 
the other day the question whether those people would be classed as employees 
or self-employed, and before we finish these proceedings I would like to know 
if they have done so, and what comments they have to make. I do not know 
under which section this is relevant. 


Mr. KNOWLES: Perhaps it is appropriate to paragraph 7, in which we 
advocate certain principles. 

The CHAIRMAN (Mr. Cameron): I do not know what we can do to help 
you, Mr. Prittie. If we adjourn, we might have the information, but the 
departmental official who could probably give the best answer to that is not 
here at the moment. 

Mr. AIKEN: It might be answered at the conclusion of the proceedings. 

Mr. Prittie: Let us reserve the right to bring it up before the end of the 
proceedings then. 

The CHAIRMAN (Mr. Cameron): How do you propose to deal with it? 
Do you want to wait until we get the answer? 


Mr. PrittTie: Yes, and reserve the right to bring it up later. 


The CHAIRMAN (Mr. Cameron): We might not ae any time later if we 
carry on. Where do we end? 


: 
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Mr. KNow Les: Mr. Chairman, I suppose that unanswered questions © 
regarding the bill, such as the one Mr. Prittie has, might be asked under 
paragraph 10 of the report. ‘ : 


The CHAIRMAN (Mr. Cameron): Paragraph 7 agreed to. 
Paragraph 8 has been agreed to. We are now on paragraph 9. 


Mr. KNOWLES: Mr. Chairman, I gather from the sounds I hear from across _ 

the room that everybody is anxious to get to paragraph 9. It reads as follows: : 
The committee also recommends that the government give consideration — 

to further measures regarding the position of those people who, because f 

they are or soon will be retired, will not be substantial contributors to-9 

or beneficiaries from, the Canada pension plan. 


I suppose that one has to be grateful for this admission; that there are 
some gaps in the total pension plan that we are building by combining the 
Canada pension plan with old age security and other measures. However, I 
must say that I regard this proposal as a very weak response to the repre- 
sentations that have been made to us regarding those gaps. We are all members 
of parliament and in public life, so that we do not really need to have repre-— 
sentations made to us to let us know about the facts of Canadian life. Never-— 
theless, it is a matter of record that almost every delegation that appeared 
before this committee drew our attention to the gaps. There were quite a 
number of them. However, the gaps that were referred to most were the 
following two: Those Canadians 70 years of age and over who have only the 
old age security pension, and those Canadians between 65 and 70 whose chances” 


of much appreciation of their pension position under the Canada pension plan 
are very slim. 


I think it is fair to say that the discussions we had with these various 
delegations indicated concern on the part of the members of this committee 
that we should do something. This very paragraph that is in the report, minimal 
though it is, is an admission of their concern. I would contend that the govern- 
ment, in presenting the Canada pension plan in its various forms, has recognized | 
that something had to be done at the same time for those who are on old age 
security. In that connection I may point out that when the first version of the 
Canada pension plan was presented to parliament, the old age security rate 
at that time was $65 a month, and the government realized that if it was, 
going to go in for this new Canada pension plan, it had to do something 
the same time for those on old age security. And so it was part of the package 


in 1963 that there should be a $10 addition to the $65 that was then the rate _ 
under the old age security. : 


I think that the Liberal members will realize that they cannot go on 
forever trying to trade on the fact that that $10 increase was made indepen- 
dently of the Canada pension plan. The fact is that we now have a situation 
under which in 1967 people will start to draw another kind of old age benefit, 
a benefit they will draw under the Canada pension plan. In 1967 the amount 
that people will draw will be small. The maximum in that first year will be 
in the order of $10.40 a month. However, at any rate, this will build 1p 
and we will reach the situation in which we will have some of our older 
Canadians still living only on the old age security pension and some on that 
plus the Canada pension plan benefit that in the course of time can become 
substantial. I think the only answer to this problem of avoiding inequities in 
the transitional period, the only answer to the problem of people between 65 
and 69, is to take action at the same time that we put the Canada pension plan 
into effect to increase the amount of pension under the old age security act 
and to lower the eligible age. : 
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It has long been a fact of Canadian life that that gap between 65 and 70 
has seemed most unfair, and I suggest that as time goes on, as automation 
plays its part in our life, retirement ages of 60 and 65 are going to be the 
rule rather than retirement ages of 65 and 70 and over as has been the case 
in years gone by. I think the time for us to recognize this whole proposition, 
the time for us to deal with it as a unit, is now while we are trying to put 
our pension provisions on a unified basis. I have no doubt that members 
can find remarks of mine and speeches when the whole Canada pension plan 
concept was being put out in which I suggested that it was not fair for the 
government to talk about total figures that included the two things, that it 
had to talk about them separately. I have become convinced, the more I 
studied the thing, that the virtue of what we are doing is the fact that it 
is a two stage plan; that we have both the flat rate benefit and the earnings 
related benefit. However, I think that that virtue is minimized, if not des- 
troyed, if we leave the kind of gap that we leave by letting old age security 
stay at $75 a month. There has been a good deal of support for what I have 
been saying this afternoon. I am not going to trade on the fact that you 
accepted my amendment to subparagraph (3) of paragraph 7. 


Mr. FRANCIS: Not at the moment. 


Mr. KNOWLES: No, not at the moment, but I will draw attention to 
things that members on the Liberal side of this room said before we ever 
got to paragraph 7, subparagraph (3). I refer to speeches they made when 
we were dealing with Mr. Aiken’s amendment. Mr. Lloyd, Mr. Francis and 
Mr. Munro have all said this. They approved of the position I took, namely 
that if we were going to do something for the peopie in these areas on a flat 
rate basis, we should do it under the Old Age Security Act, under general 
taxation, not under the Canada pension plan. 


Mr. Munro: I wish Mr. Knowles would speak for himself and let us 
speak for ourselves. I am prepared to defend my remarks in relation to what 
Mr. Knowles has said. 

Mr. Luoyp: So far I have no objection to what he has said. 


Mr. KNOWLES: Not only am I prepared to let the Liberal members speak for 
themselves, I was trying to remind them of what they said. I approve of what 
they said. We are agreed that you must not mix the flat rate and the earnings 
related so far as the financing of these two plans are concerned. We are also 
agreed, and it has come out around this table throughout the past few weeks, 
that we have got to do something for these people in the older groups. I say 
that—it is not a political comment—and I say it quite frankly, that you just 
will not be able to sell this country the idea of doing what we are doing 
under the Canada pension plan and not, at the same time, do something for 
those on old age security. It is not going to be good enough to have to face 
a lot of pressure, political and otherwise, about this, or have another election 
over it. It is not going to be good enough for the government to respond to 
it on the floor of the house because pressures build up the way they built up 
in 1963, so that we had to add another $10 in the fall of that year. The time 
to do this on a well rounded logical basis, is now. As I say, the bill has 
provision for it, and the provision for it that is in the bill affords recognition 
of the fact that these two things stand together. 


Therefore, Mr. Chairman, though it is pretty obvious that for one who 
has been making speeches on this subject for a quarter of a century, I can go 
on, although I do not mean go on for another quarter of a century tonight. 

Mr. Macauuvuso: I bet you can! 

Mr. KNow.es: Don’t tempt me. I will, therefore, bring this to a conclusion 
by proposing an amendment that I think should be made to this paragraph. 
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I therefore move, seconded by Mr. Prittie, that Senn 9 be deleted and 2 
the following be substituted therefor: ath a 


9. The committee also recommends that consideration He given to a 
the amending of part IV of Bill No. C-136 to provide for an increase : 
in the pension paid under the Old Age Security Act to $100 a month — 
and for the lowering of the eligible age for the full pension under mi 
the Old Age Security Act to age 65. a 


oY: 


I would like to make one or two other comments. I wish to make it cleat . 
that a main distinction between this proposal and the proposal made by Mr. 
Aiken earlier is where it is to be charged. This is not to be charged to the Can-— 
ada pension plan but rather to the old age security fund and would be ae 4 
by such devices as lifting the ceiling on the old age security or raising it on a 
graduated income tax basis. “G 

The other point is that this proposal would wipe out the suggestion in the : 
bill that we can have an actuarially reduced pension between ages 65 and oa ; 
I want to see something done in this area and I would like to see it done on a 
no means test basis, but I am convinced this idea of having Canadians on olds i 
age security at a lesser rate who shall have to continue for the rest of their { 
lives on that rate is not one that will stand up in our Canadian society or 7 
our Canadian economy. we 

I have no doubt I will hear such questions as how is this going to be pall 
for. I can say I have been hearing this ever since I came to parliament, but we 
are doing far more now than I was told 20 years ago we could not do. I knov w 
we will be told about better ways, but I am convinced that with our growing 
economy we can meet all these needs. What we are concerned about in this 
committee is the problem of adequate retirement income, and I think this is 
the way to go at it. ie 

Some of my friends may think my figures are high; I do not. I trust the: Ly 
will at least recognize that the principle that is proposed in this amendment i 
right and that if we are going to do this thing, this is the way to do it. ‘a 

I hope we will give a wholehearted and proper response to the repre- 
sentations which have been made before us and see fit to adopt this amendment 
so that this paragraph 9 goes in the report instead of the one there whic “h 
hardly fills the bill. m. 


_ Mr. CHATTERTON: Is it the suggestion that there is no retirement test 
before age 65? } 


Mr. KNOWLES: That is right. One of the things I dislike about retireme ent 
tests in the 65-69 bracket is that we get into difficulty with provinces whi 
have their own plan. I think a universal flat rate benefit is the proper one. 4 { 


Mr. Munro: Mr. Chairman, I do not think we agree at all with Mr. 
Knowles when he says clause 9 is weak. The other members of the committee 
also have some proper feelings for these people who presently are on old age 
security, and that is the motivation behind our recommendation that the go v- 


ernment give consideration to this whole area. We, too, are concerned in re. 
wh 


spect of this matter. a 

What we are saying here in effect is that we wish the government v 
all the facilities at its disposal to consider the matter in order to come up 
a recommendation. Therefore, on the basis of that it is very difficult for ° 
accept any inference that we are not going to take action until subject to ] 
sure or that we do not care. It is simply a question on the part of mer 
of the committee and certainly the Liberal members of saying that : 
desire that the government do something in this area. That is the pos ion 
we take when we turn down a specific sum—I have your amendment he 
of $100; it is not because we consider it too little or too much; it is bec 
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we “wish the Pyeoribet to have an opportunity to consider the matter. We 
are urging upon the government to come forward with a recommendation 
after they have had time to give it full study in the area of a flat rate benefit 
outside the provisions of the Canada pension plan. 


Mr. Luoyp: Mr. Chairman, the principle of financing flat rate old age 
benefits and the payroll deduction contribution for financing a wage related 
earnings pension scheme, as Mr, Knowles has described it, is something with 
which I have no criticism. The difficulty I have is on the question of timing 
and taking responsible financial action. At this stage of our proceedings I do 
not think we should get pension plans on the auction block. I am afraid if 
we do this we are likely to be putting ourselves into an irresponsible position. 
Earlier we heard about the question of what is adequate. I think there is gen- 
eral agreement that you have a variety of opinions in respect of what is 
adequate. 

Paragraph 9 of the report expresses the opinion of the committee that 
we recommend that the government give consideration to further measures 
regarding the position of those people who, because they are or soon will be. 
retired, will not be substantial contributors to, or beneficiaries from, the 
Canada pension plan. If we adopt this, in effect we are saying by adopting the 
Canada pension plan you now have a responsibility to examine this monthly 
payment of $75 a month to those at age 70 and to examine the reduced pension 
at age 65 as has been proposed for the time the Canada pension plan becomes 
effective in 1966 and the first payments and benefits are made in 1967, and 
you should examine the implementation of the Canada pension plan in the 
meantime and should commit yourselves to making a report to the house on 
your policy in the light of these developments. However, in essence we give 


them time to do the appropriate financial analysis, to study the economic and 


social implications of what is proposed and the resources there are with which 
to meet these obligations. It may even be desired to amend the Canada pension 
plan by that time. I think you really have from now until this contrast of posi- 
tions becomes apparent on January 1, 1966 or January 1967. We say to the 
government, you have a responsibility, but we do not stipulate what the amount 


- should be because we would be irresponsible if we said it should be $25, $30, 


$40 or $20. For that reason I think clause 9 as it stands reflects responsibility 
on the part of the committee, both in relation to those in need as well as to 
those who will be called upon to find the funds to finance what we are seeking 


by way of improved social measures. 


Mr. BAsrorD: Mr. Chairman, I know Mr. Knowles has confidence in his 
own ability to recommend figures, but this committee never in the course of 
its proceedings has examined the question of adequacy. We have had evidence 
before us that pensions should be adequate and, in paragraph 7 we have 


adopted the principle that pensions should be adequate. However, we have not 


had before our committee any evidence on the question of what should 
be adequate. Even organizations for which I have a great deal of respect, 
such as the Canadian welfare council and the Canadian Association of Social 
Workers did not come before this committee recommending figures. 
Before I support a resolution recommending precise figures I would like 
organizations of that nature to have an opportunity to make representations 
either to the government or to some subsequent committee appointed to examine 


adequacy so that we could have some expert evidence on that subject. I do 


not think this committee has had that sort of evidence. Since the social workers 


and the welfare council did not give us figures, I would like, as a member of 
the committee, to hear from this sort of an organization or allow the govern- 


ment to hear from this sort of an organization before a specific recommendation 


is made. 
—-21769—54 
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Mr. Francis: Mr. Chairman, I would like to ask Mr. Knowles whether he 
considers his proposal to be adequate; would that meet the requirement of 
adequacy? : 

Mr. KNow.es: At the present time I think that the combination possible 
would be pretty close to adequacy. This will change as time goes on. | 


Mr. FRANcIS: In other words, Mr. Knowles is serving notice that it is 
adequate for the moment. Is this what you would say? 


Mr. KNOWLES: May I ask the gentlemen over there if they are prepared 
to have things remain static? ; 


Mr. FRANcIs: I personally voted against the adequacy for exactly the same 
reason because I feel it is the kind of thing that we are in now. If Mr. Knowles 
feels that his recommendation would meet the test of adequacy, I shall pass 
over the amount, and how he arrives at it and accept his opinion. But I would 
like to make one other observation. 


We have previous recommendations from our Conservative friends—if 
they do not mind my using that expression, because this was my concern. “a 
When we had their recommendation at least they were purporting to spend 
money out of the fund, and they were not implying the need for new tax meas- 
ures as a result of what they proposed. I do not think they were. They 
said that the funds would be adequate for the benefits they proposed. But 
I cannot help but note the implication of Mr. Knowles’ proposal and what it 
would mean, namely, that a new tax would have to be imposed, and that the 
existing old age security level would not be adequate. I think Mr. Knowles 
would be the first to concede this. And I question on these grounds whether 
his motion is within the scope and authority of the committee. I do not like to 
raise technical arguments, but I do believe in my own mind that it is beyond 
the power and authority of the committee. 


Mr. KNOWLES: We have dealt with that point before. So far as whether or 
not I am recognized, Mr. Francis may recall that I do suggest a kind of 
taxation and that I prefer it rather than to charge it to the Canada pension 
plan. I said that the $3,000 limit on personal income and the old age security 
tax should be removed, and that it should be enough. But on Mr. Francis’ point 
of order, that this motion is beyond our power, I say that so long as we are 
merely asking for consideration to be given to a point, then it does not matter 4 
whether that point costs $1 or $1 million. I submit that the things we have asked a 
for in paragraph 8 are going to cost money, but we have merely asked that — 
consideration be given to making this change, and I think we are certainly © 
in order in doing so. I have drawn attention to the fact that there is a part @ 
IV and that perhaps consideration should be given within part IV of the act. 


Mr. CAsuiIn: I would like to endorse Mr. Basford’s remarks, adding that — 
as to this field of adequacy and social security I am not concerned about our a 
approach to social security in a piecemeal fashion such as hitherto. I think that 7 
paragraph No. 9 gives us an opportunity to study this, and to have the indica- ‘ 
tion that in such legislation as the Canada pension plan the present govern- 4 
ment is a little more prone than previous governments have been to take a 
look at social security. 

Mr. AIKEN: Are you trying to wind this up in a hurry? a 

Mr. CasHINn: I do not think I can support a particular figure at this time. 

The CHAIRMAN (Mr. Cameron): Is there any further discussion? The 
question is that paragraph 9 of the draft report be deleted and the following 
substituted therefor. You have heard the motion? What is your pleasure? All 
in favour will please signify. Those opposed. Motion negatived. Me 

Mr. Knowles: I think this is my last amendment this afternoon, and it 
will not be necessary for me to make a speech about it. People who have spoken — 
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in regard to the amendment which was just defeated said that they did not 
like to name a figure. But they agreed in principle that something should be 
done. So I now give them a chance to vote for the principle which they agree 
with. They said that they agreed that a flat rate increase should be paid out of 
the old age security program and not out of the Canada pension plan. They 
want to make a recommendation to the government that the government con- 
sider the matter. 


Mr. Munro says they have, but I submit that paragraph 9 as it stands in 
the report does not make it very strong, because it is the kind of thing that you 
may put in a report, and nothing gets down about it, and it will stay there for 
years. I suggest that this committee should ask the government to do something 
about this problem in the context of part IV of this bill. Part IV is an indica- 
tion of the government’s belief that something has to be done about old age 
security, and if we do not make any changes we are going to fasten this actu- 
arially reduced formula on to our system for a few years, because I do not 
think it will last. At any rate, let me emphasize that the people on the other 
side of the house agree with the principle of an increase. Therefore I move, 
seconded by Mr. Prittie, that paragraph 9 be deleted and the following sub- 
stituted: 


9. The committee also recommends that consideration be given to 
the amending part IV of Bill No. C-136 to provide for an increase in the 
amount of the pension paid under the Old Age Security Act and for the 
progressive lowering of the eligible age for a full pension under the 
Old Age Security Act to age 65. 


The difference here is obviously that I do not name $100 or any other 
figure. I just state that we have at this time an increase in the old age security 
pension, just as the government proposed to increase it in the first year of the 
plan in 1963. If we are not prepared to recommend an amount, we do recom- 
mend lowering the eligible age to 65. I suggest that we at least recommend 
that consideration be given to lowering the present progressive basis; that is, 
year by year, until we get it down to the age of 65, and that this is one of the 
most important things we can do to get it universal at a lower age. While I 
would like to see the age of 65 right away, I am hoping to make a start until 
we get it down. At any rate, there have been many speeches already made in 
support of this principle and I hope this amendment will fare a little better 
than the last one. 


Mr. Munro: Paragraph 9 states that the government should give consid- 
eration to further measures regarding the position of those people who form 
part of the presently retired and the soon to be retired. 


Mr. KNOWLES: May I point out that this could be met by a kind of thing 
which would merely be temporary. This could be met by some provision for 
those who are now retired or for those who are not going to get early benefits 
under the Canada pension plan. That is quite different from a clear-cut definite 
increase in the amount of pension under the Old Age Security Act. You can 
disagree with it if you wish, but I think you would have to agree that there 
is a difference between this and what is asked for in your paragraph 9. 


Mr. Munro: I suppose it all depends on how you interpret further measures. 


Mr. Luoyp: I would like to say that this committee feels, despite what the 
witnesses have said before us—many of whom did appear to be objective, but 
their opinions, I suggest, were suspect, because they were in many cases at least 
speaking to the position particularly of life insurance companies which occupy 
the conventional field—that there are many possibilities to improve upon our 
social security program in Canada across all schemes. 

There are responsibilities of the provinces in the field of social welfare, 
and there are responsibilities of the municipalities. There is a tax structure 
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which it was proposed should be studied by the royal commission on taxation | 
which was set up by the government, and that we should have a report from i 
them before we could do anything. It seems to me that we should leave the ay 
door open wide in order. to try to find other solutions beyond those suggested a) 
to us in the long run. I think we could begin this within the framework that _ 
we have before us and merely point out to the government that they should 
consider other measures. airs Ne ‘’ 
To be specific about measures presumes a knowledge of all the alternatives a 
which I for one do not possess. I suggest at this time that none of us appears y 
to have the kind of measure which might be acceptable to us. But after we a 
have had a report on the tax structure, and after we have had a royal com- a 
mission report on taxation, I think at that time in the light of those things, a 
which would still be before January, 1966, we can find an improvement to the | 
social welfare program that we have in Canada in the light of a great deal ; 
more information then than we have at the present time and in a much more a 
reasonable way. | } 
Mr. Macatuso: I adopt Mr. Lloyd’s remarks. 


Hon. Mr. Smita (Kamloops): I would like to ask Mr. Knowles if a while ‘a 
ago he did not approve of the last increase of $10 in the old age security and — 
referred to it as part and parcel of the two way approach to the new Canada ~ 
pension plan scheme? : | ag 

Mr. KNOWLES: Not only did I approve of the last $10 increase, but I raised _ 
a storm to try to get it. Sie 

Hon. Mr. Smitu (Kamloops): I take it that Mr. Knowles related it to this 
present Canada pension plan as a two way scheme. eS 

Mr. KNOWLES: I thought I explained that a moment ago. Let us face the 
facts of life. If the Canada pension plan had gone through in 1963, so that the 
benefits under the Canada pension plan were starting at the same time as the - 
$10 increase was starting, it might have been acceptable. But that has gone. — 
The people have the right to say “what have you done for us lately?” The $10 
_ Increase of two years ago will not be any help to the Canadian people in 1966 

or 1967. Mind you, it is 1967 when the first benefits will be received under the 
Canada pension plan. It is in that year that those on old age security will | 
complain, and I think rightly complain, that nothing has been done for them 
at the same time. aa 

Mr. CHATTERTON: We believe, in accordance with our proposal, that the — 
objectives Mr. Knowles has in mind could be better achieved by our proposals, 
but I go along with the objectives he has raised in his amendment. a 

Mr. BAsForD: I raise the matter I raised before with regard to the other 
amendment, which I think applies equally well to this. This committee has not 
had before it the sort of evidence which would enable it to accept this sort of 
motion. Mr. Knowles says the eligibility for full pension under old age securi val 
should be reduced to 65. a. 

Mr. Prittie: Look in your files. ie 

Mr. Basrorp: I think we might well find that in our community there 
are greater welfare needs than that. ay 

I think Mr. Knowles, in putting forward this sort of amendment, only 
supports something I would like to see, namely the recommendation to the 
welfare council that there should be a thorough study of our welfare ne 

My own personal view is that standing in higher priority than redu 
the age generally to 65 is the plight of single and widowed women at. 
age of 60. I think it is far more important to direct our attention to ° 
specific problem than to the general reduction to 65, for example. This is on 
something that can be properly brought out after a careful study of our : 
welfare program. rea 


all 
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Mire eNetibce: Paul Martin said things like that to me 20 years ago! 
Mr. CasHIN: There has been a lot of ares in the last 20 years for 


which you have taken credit. 


Mr. Basrorp: I do not want to support this specific recommendation. 


- The evidence will reveal that the chairman of the welfare council said 
that recommendations have always received very careful attention by govern- 
ments over the past 20 years. 


The CHAIRMAN (Mr. Cameron): The motion by Mr. Knowles, seconded 
by Mr. Prittie, is that clause 9 be deleted and the following substituted— 


Mr. CHATTERTON: Let us dispense with the reading. | 


‘The CHAIRMAN (Mr. Cameron): You have heard the motion. What is your 
pleasure? Will all those in favour please indicate. Opposed? 


Motion negatived. | 
Mr. KNOWLES: We have gained a few votes; we will get there yet! 


Mr. AIKEN: I have a motion before the committee and I think, without 
any comment, we might vote on it. 


Mr. Munro: May I make one comment on Mr. Aiken’s amendment? I 
presume Mr. Aiken is referring to his recommendation with regard to persons 
described in clause 6(h) and 6 (j) of the bill. 


The CHAIRMAN (Mr. Cameron): That is right. 
Mr. Muwro: The essence of that recommendation of Mr. Aiken does ac- 


-complish on the surface certainly a laudable purpose, no doubt, but the objec- 


tionable phraseology is comprised of the words “at their option be permitted 
to declare themselves as self employed .. .” 

It is felt that by endorsing in any way an option for employees, be they 
of foreign governments or not, by giving them the right to declare themselves 
self-employed, in effect lays the basis for other employer-employee relation- 
ships where the employer can point to almost insurmountable administrative 
difficulties, or use that as an argument to request amendments to the act which 
would permit his employees also to have an option to declare themselves 
self employed. This is an element that should be very jealously watched. For 
that reason, and for that principal reason, we find it difficult to accept this 
recommendation. | 

We might also point out that, as Dr. Willard has stated, this might provide - 
incentive to some foreign governments not to enter into an agreement with 
the Canadian government in order to provide the coverage under the Canada 
pension plan or other coverage for employees, but rather to encourage the 
employees to declare themselves as self employed and pay the whole con-— 
tribution rate themselves. 


For those two reasons we feel this is hard to accept. 


Mr. Prirtire: What would be the case if the foreign government would 
not agree to cover them? Then they would be out completely. 


Mr. Munro: I think there was evidence given at one time to the effect 


that it was not expected that any difficulty would be encountered in having 
these agreements entered into. 


I think that is a good question, Mr. Prittie, for Dr. Willard. 


- Dr. Willard, in the consideration of these employees of foreign coe aah 
what were the indications, if any, as to the degree of difficulty in having them 


provided for under agreements? 
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Mr. WILLARD: Mr. Chairman, it is difficult to know because one cannot poll 
these different governments and organizations. However, international organiza- 
tions such as ILO and some of the others which are in Canada and have em- 
ployees here, would I believe participate. Foreign governments in some cases 
have a proportion of their staff who are Canadian, and I would not think the 
cost would be too onerous. 

I would hate to see, for instance, the stenographers and drivers, and so 
forth, of some of these governments and international agencies having to pay 
double rates if we could get an agreement. On the other hand, there is the other 
side of the matter. If the foreign government refuses to enter into an agreement, 
these employees do not get covered. Therefore, there are difficulties either way. 


I think you can probably make as good a decision as anybody as to which way 
would be preferable. 


Mr. PRITTIE: It seems to me that the two biggest groups would be in ICAO 
and ILO in Montreal. 


Mr. WILLARD: Yes, the aviation organization would be in Montreal, but the 


ILO branch is here in Ottawa. ILO have only a few people employed at that — 
office. 


Mr. KNOwLEs: That is the case in regard to subclause (j), but in the case — 
of (h) it could be private employers. a 
I hope I do not sound prejudiced if I say that I would be more worried — 
about the private employers than about the crown agencies. 


Mr. Gray: This is something that can be observed in the first year of 
operation of the plan; and if the experience shows it to be necessary, this is the - 


sort of technical amendment we can expect any government to bring forward | 
without any undue delay. ; 


Mr. CHATTERTON: Mr. Chairman, I do not think we need debate this. ie 
think we are ready for the question. | 


The CHAIRMAN (Mr. Cameron): This should actually come under paragraph - 
8. I was going to suggest Mr. Aiken’s motion, if he agrees, will be that the com-— 
mittee recommends that paragraph 8 be amended by adding thereto a subpara-— 
graph (vii), which will read as follows: 


That those persons described in sections 6 (h) and (4) of the bill as” 

being excepted employment, at their option be permitted to declare them- R 

selves as self employed persons and therefore to be entitled to make 
contributions and receive benefits accordingly. , a 

Will you accept that as correct, Mr. Aiken? 


Mr. AIKEN: Yes. 


The CHarirmMan (Mr. Cameron): Is there any further discussion? 
Several hon. Mempers: Question. 3 
The CHaIrMan (Mr. Cameron): Will all those in favour of the motion 
please indicate. Opposed? 
Motion negatived. 
Before we go any further, Mr. Prittie you have a problem about which we 
have to do something. ; 
Mr. Prittir: It seems to me to be the reverse. I want those who are self- 
employed to declare themselves employed, I suppose. Is there an answer fro m2 
the staff? Lae 
Mr. SHEPPARD: Mr. Chairman, when we originally dealt with this matte 


I mentioned, that fishermen are covered one way or the other under the Canada 
pension plan either as self-employed persons or as employees. 
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Under the plan, insofar as the employee is concerned, the contributions 
are divided between the employee and the employer and both amounts are 
collected through the employer. While collection through the employer is the 
best method, nevertheless difficulties and anomalies will arise and a great deal 
of study was required to formulate plans to overcome the problems. The 
extension of the employee’s status to other groups would create other problems. 

As I read the brief of the United Fishermen and Allied Workers’ Union, 
it appeared to me that they had given a very complete outline of the classifica- 
tion of fishermen in British Columbia as employees or independent operators 
as a matter of law as well as of the manner in which they are covered for 
benefits under the Workman’s Compensation Act of the province of British 
Columbia and under the Unemployment Insurance Act. 

They recommend that all commercial fishermen be included in the defini- 
tion of pensionable employment either by regulation or by specific provisions in 
the Canada Pension Plan and that the fish buyer be regarded as their employer. 
One of the purposes of this is to relieve the fishermen of having to pay the full 
self-employed contribution. 

I could not at this time say what action could be taken as this is a matter 
that could only be decided by the government after a complete study has been 
made of all the problems and in the light of the facts. However, I can indicate 
that I can see many difficulties in trying to arrive at the income of a fisherman 
from his fish sales since expenses have to be taken into consideration; also I 
notice that under the Unemployment Insurance Regulations a number of 
exceptions had to be made. For instance, if the fish is shipped to an absentee 
person, the income received by the fisherman is not included; whereas, if he is 
dealing with a buyer face to face, the latter is regarded as the employer; also 
if the fisherman ships his fish products out of the country, the purchaser is 
not regarded as an employer. 


Mr. Chairman, I could not give any indication as to what would be the 
proper course to follow in regard to this recommendation since it would require 
a great deal of study. 


Mr. Prittie: I would be satisfied if the study continued because the matter 
still could be dealt with in the committee of the whole in the house. It does 
not have to come out of this report. I realize it is quite a complex thing. 


Mr. Basrorp; Mr. Chairman, it seems to me that the brief does make it 
clear in the third paragraph, page 10, that in the opinion of the fishermen or of 
the union the bill as presently worded is such as to allow the governor in 
council to include fishermen as employees and that the bill is sufficiently broad 
to make the fishermen employees, by which they pay only the one half of the 
contribution by regulation. 

My advice to the fishermen, and I am writing to them in this respect, is that 
their representations should be made really to the government officials who are 
going to have to draw the regulations, and to the appropriate ministers in the 
government or in the council to assure that the special situation of west coast 
fishermen is taken into account when drawing the regulations. I certainly have 
offered to them my assistance in making those representations, and I am sure 
they will have assistance, as they always do, from Mr. Prittie and Mr. Chatter- 
ton. But, it seems to me, as the brief makes clear, they can be made employees 
by regulation. And, it would appear to me that it is to the ministry and to the 
officials that these representations should be directed because members of the 
committee from the west coast know that the west coast fishermen are in a very 
unique position. In many respects they are simply like employees. While legally 
they might appear to be self-employed people, they are certainly not masters of 
their own destiny in many respects of their operation. I know the conception in 
central Canada is that everyone on the west coast who goes fishing makes $20,000 
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a season and pays for his boat all at the same time. This is not a fact. That sort 
of fisherman, unfortunately, is a very rare exception. Most of them are living on ale 

incomes equivalent to wage earning incomes, if not very much less than wage 
earning incomes. As I say, I am sure that the United Allied Fishermen, in making a 
their representation to the cabinet, certainly will have my assistance and the = 23 
assistance of Mr. Prittie and Mr. Chatterton. ah | th gor a 

The CHarrmMan (Mr. Cameron): Paragraph 10 is next. | * 

Some hon. MEMBERS: Agreed. 

The CHAIRMAN (Mr. Cameron): Paragraph 11, appendix A. 

Some hon. MEMBERS: Carried. 

The Cuairman (Mr. Cameron): Appendix B. 

Some hon. MEMBERS: Carried. 

The CHAIRMAN (Mr. Cameron): Appendix B (1). 

Some hon. Mempers: Carried. 

The CHaIrRMAN (Mr. Cameron): Appendix C. 

Some hon. MEMBERS: Carried. 


Mr. Munro: Mr. Chairman, in respect of appendix C an omission was { 
made and if I may have the permission of the committee I would like to © 
insert the headings of the departments over the names of the various Officials. 
For instance, Dr. Willard and his officials come under the Department of Na- 
tional Health and Welfare. I think that heading should be put in as well as a 
the other headings before the names. Could we have permission to insert the ee 
departments as subheadings over the officials’ names. There are not altera- a 
tions in the names involved. a 

Some hon. MEMBERS: Agreed. 

Mr. Basrorp: Where does Mr. Kent come? 

Mr. Munro: The Prime Minister’s office. 

Some hon. Mempers: Agreed. 


Mr. Munro: Mr. Chairman, I have one other change. I was incorrect a 
when I said there were no other changes. | oe, 

Four gentlemen have been present at all the hearings. Although they — 
have not given oral evidence before the committee they have been present — 
and rendered advice, in the background, and assisted considerably in the com- _ 
mittee’s deliberations. They are government officials who, unfortunately and © 
inadvertently have been omitted. I would like to mention the following: Mr. 
G. J. MacKenzie, Department of National Revenue, Mr. C. Grandy, Depart-_ 


ment of National Revenue; Mr. A. J. Butler, Department of National Revenue, q 
and Mr. J. McGregor, Unemployment Insurance Commission. I would likemm 
agreement that these names be added. ie. 


Some hon. MemMsBers: Agreed. a 
Mr. BasrorpD: It seems to me that Mr. Knowles is in the same category. BN 
Some hon. Mempers: Agreed. ag 
Mr. KNOWLEs: I think some members are missing the point. ae 
The CHairMAN (Mr. Cameron): Referring back to appendix B (1), 40m 
should read: “Canadian Pulp and Paper Association”. The word “association” — 
was left out. ‘4 ap 
Some hon. Memsers: Agreed. 
The CHarrmMan (Mr. Cameron): Shall the draft report— aa 
Mr. SHEPPARD: If I may interrupt, Mr. Chairman, would you mind adding 


E further official from the Department of National Revenue, namely Mr. M. F. 
prott. . oy 
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ee hon. ‘Mempers: Agreed. 


: Mr. Canrenon: Mr. Chairman, before we take the final vote I would like 
to state our ‘position. We consider that the rejection of our suggestions leaves 
the Canada pension plan with serious omissions. Nethertheless, we support 
the principle of the plan and intend to vote in favour of the report in spite 


of its inadequacies. We make this statement because we wish to maintain our 


right to criticize these inadequacies when the bill is before the house. 

The CHatrMAn (Mr. Cameron): Have you a similar statement to make, 
Mr. ‘Knowles? 

_ Mr. Knowtes: Mr. Chairman, I think I have put enough words on the 

record already. I welcome the fact that we are making progress in a two stage 
plan. There is room for improvement but we will keep on improving it. 

Mr. Luoyp: Mr. Chairman, I have something I would like to put on the 
record in view of the observations in respect of flat rate pension benefits and 


_ the discussions with regard to clause 9. I would like to remind Mr. Knowles, 


because he did direct some questions earlier to what he called the Lloyds, 
that as one of them I consider it is my duty to follow up, in the appropriate 
manner which is open to a government supporter as well as a member of 
the House of Commons, the objectives we talked about in clause 9, and we 
should ensure that they come under very active and early consideration. 

Mr. KNOWLES: We will be looking for action. 


- Mr. Munro: Mr. Chairman, before calling the final vote I am sure I have 
the support of all the committee members in thanking you and Mrs. Fergusson 
and the government officials who have so ably and unselfishly during all 
these long and tedious hearings carried out their duties and given us all the 


| help we could ever desire. 


Mr. ArKen: Do not forget the poor unfortunate reporters who have been 


here all during our deliberations. 


Mr. Muwro: Yes, together with all the staff involved. 
| Mr. Basrorp: Mr. Chairman, may I say that when I was a student I used 
to think the Senate should be abolished, but after sitting on this committee 
I think I have changed my opinion. As a member of the House of Commons 


I want to compliment the senators on their fantastic and faithful service to 


this committee. - 

Mr. Munro: There is one problem; I am not sure whether Mr. Kent should 
be regarded as a staff or a governmental official, but whatever his capacity 
is I wish to thank him. 

Mr. Kent: I am a governmental official. 

The CHarrman (Mr. Cameron): I do not think there are any amendments 
to the draft report, at least that I can recall. 

3 Mr. WILLARD: There is one amendment which Mr. Knowles made, which 
was passed. 

The CuarrmAn (Mr. Cameron): Yes, we went back to subparagraph (iii) 


of paragraph 7, which was amended. In accordance with your motion, is it 


_ agreed that the report, as amended, be— 


Mr. KNOWLES: Did we pass appendix D? 


‘Mr. Muwro: Yes. 


_ Mr. Know es: Yes, we did as we were going through it, but have we 
passed the amendment itself? 
Some hon. Mempers: Carried. 
The CHainMAN (Mr. Cameron): I have not a copy of staat cs Pp 
Mr. Munro: It is appendix C. ; 
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Some hon. Mempers: Carried. 


The CHAIRMAN (Mr. Cameron): Now, I will call for a motion that the e 
joint chairmen report the respective houses the findings of this committee a 
in respect of Bill No. C-136. Moved by Mr. Knowles— a 


|. Shee 
Mr. AIKEN: Mr. Chairman, does the committee report to the Senate as “g 
well? 


The CHAIRMAN (Mr. Cameron): Have I a seconder for the motion? 4 
Mr. Munro: I second the motion. 


| The CHAIRMAN (Mr. Cameron): It is moved by Mr. Knowles, seconded by | 
Mr. Munro, that the joint chairmen report to their respective houses the — 
findings of this committee respecting Bill No. C-136. 


Motion agreed to. 


Can anybody think of anything that has to be done now? if 
On behalf of myself I would like to express my appreciation of the assist- 
ance and co-operation received from the committee. You have overlooked “ 
many of my obvious deficiencies, and this I appreciate. Thank you very much. ~ 


I also wish to thank the departmental officials and all those who have assisted 
in our work. 


My co-chairman, Senator Fergusson, would also like to make a comment. a 


Hon. Mrs. FERGUSSON: I also would like to thank the members of the com-— g 
mittee for the consideration and co-operation they have given me as the Joint | 
Chairman of this committee every time that I was Chairman of a meeting. , 


Perhaps in the first days of our meetings I should have told the members — 
of this committee that for some years before my appointment to the Senate 
I had represented in New Brunswick the Department of National Health and ~ 
Welfare as regional director for family allowances. When the Old Age Security 7 
Act was passed, it was my duty, and really I considered it my privilege, to 7 
organize and put into effect payments under this act in my own province. I % 
was very glad to hear so many commendatory remarks regarding the old age © 
security because I feel strongly that it is probably the best piece of social — 
legislation that the federal government has ever passed up to the present time. a 
I am not biased because, as the director who set up the organization in New & 
Brunswick, I had to see hundreds of people who benefited under this, and 1 
could not help but realize what a great benefit conferred on people perhaps in — 
the less wealthy provinces such as my own. . om 

I would like to tell you also that I have sat on two joint committees, one 
on capital and corporal punishment and lotteries, and another on Indian affairs. — 
Those were joint committees of the Senate and the House of Commons. I — 
cannot tell you how impressed I have been by the attention and by the attend- a | 
ance and work done by this committee as compared to what was done by the © 
other committees. Often we would have to wait for a quorum for a long time, — 
and I must say that both houses were at fault. However, never have we had this — 
experience here. We never had to keep witnesses waiting, which I particularly | 
remember was the case in the Indian affairs committee. It infuriated some of — 
the witnesses who had come from a great distance, and I can well understand it.@ 

I just wanted to tell you how wonderfully I think the members of this — 
committee have worked on this special piece of legislation, and although the © 
news commentators and the news reporters do not seem to think so, I think — 
that if they had bothered to come and listen to all these meetings and had heard 
all the evidence that we have heard, I am sure they would think that, although | 
they do not now, every day and in every way we are all getting better and 
better. I am sure we are also. I thank you for all your kindness to me. a 


The CHAIRMAN (Mr. Cameron): The meeting is adjourned. 
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APPENDIX A67 
PENSION ACT 


Section 37. (1) Except as otherwise provided in this Act, in any case where 
pension may be awarded under section 13 in respect of the death of a member 
of the forces, his widow is entitled to a pension if 

(a) she was married to him before he was granted a pension for the 
injury or disease that resulted in his death, or 
(6) her marriage to him took place after the grant of such pension, and 
(i) his death occurred one year or more after the date of the 
marriage, or 
(ii) his death occurred less than one year after the date of the 
marriage and the Commission is of the opinion that he had, at 
the date of the marriage, a reasonable expectation of surviving 
for at least one year thereafter. 


WAR VETERANS ALLOWANCE ACT 


Section 11. Notwithstanding anything in this Act, no allowance under 
section 3 or 4 shall be paid to a widow of a veteran and no allowance under 
section 5 shall be awarded to the surviving spouse of a veteran if such veteran 
dies within one year from the date of his or her marriage, unless, in the opinion 
of the Board, such veteran was at the time of that marriage in such a condition 
of health as would justify him or her in having an expectation of life of at 
least one year. 


REFERENCES TO EVIDENCE ADDUCED 


I—Individuals, Associations, Organizations, Firms 


The following persons appeared before the Committee and presented briefs 
which were printed as appendices. 
, See Issues Nos. 


Mr. S. H. Thompson, Toronto, Ontario 12 
Mr. Robert J. Myers, Washington, D.C. 14, 15 
Mr. G. N. Watson, Toronto, Ontario 1s, 
Mr. R. C. Dowsett, Toronto, Ontario 16 
Mr. D. E. Kilgour, Winnipeg, Manitoba bye 
Mr. Wallace R. Joyce, Toronto, Ontario 22 
Mr. Edward Ruse, Toronto, Ontario 22 
Mr. W. M. Anderson, Toronto, Ontario 15 
Mr. Samuel Eckler, Toronto, Ontario 18 
Dr. Robert H. Clarke, Vancouver, B.C. 19; 26 


The following associations, organizations, firms appeared before the Com- 
mittee and presented briefs which were printed as appendices. 


See Issues Nos. 
The Canadian Life Insurance Officers Associations: 12 bso 
Messrs. H. L. Sharpe, M. K. Kenny, B. T. Holmes, D. E. 


Kilgour, G. R. Berry, G. E. Brown, J. M. Linnell, J. W. 
Popkin, J. L. Clare, J. A. Tuck, Q.C., Frank G. Dimock. 
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The Retail Council of Canada: | ys Mam Hee itp 

Messrs. A. J. McKichen, E. E. Went. cue Sharer ATE 
The Canadian Welfare Counent: 


Miss Marian Murphy and Messrs. B. M. Alexandor, Q.C., 
Eric Hardy, Horace S. Racine, M.L.A., Reuben Dace 


Brian J. Iverson and Dr. R. E. G. Dane 


The Congress of Canadian Women: 
Mrs. Helen Weir. 
The Senior Women’s Committee for Pension Increase 


Mrs. Ethel Neilson. 


The E. B. Eddy Company: 
Messrs. W. D. Moffatt, D. Hutton. 

The Canadian Federation of Agriculture: 
Messrs. David Kirk, Lorne Hurd. 


William H. Mercer Limited: 
Mr. C. J. Woods, F.1.A., F.S.A. 


Life Underwriters Association of Canada: 
Messrs. J. L. Etherington, R. L. Kayler, Fraser Deacon, 
R. A. Mitchell. 


The Canadian Chamber of Commerce: 
Messrs. A. J. Little, H. F. Hoerig, D. L. Morrell, Dr. W. 
H. Cruickshank, W. J. McNally, R. B. MacPherson, 


Léon Mondoux, R. S. Davies. 


The Winnipeg Chamber of Commerce: 
IT Go Re saunter. OC) 
The Canadian Manufacturers’ Association: 
Messrs. H. B. Style, C. C. Belden, Willis George, L. E. 
Marrs, H. Taylor, J. F. Villeneuve, J. C. Whitelaw, 
L. F. Wills. 
Alexander Services and Dubley Funnell, 
Consulting Actuary: 
Messrs. Norman G. Kirkland and J. W. Moreland. 


Federal Superannuates National Association: 
Messrs. Fred W. Whitehouse, Walter R. Mclaren. 


The National Legislative Committee International Railway 


Brotherhoods: 
Messrs. Paul Raymond, J. H. Clarke, J. A. Huneault 
S. Wells. 
The Canadian Association of heidi Workers: 
Messrs. Harry M. Morrow, M. S. W., Walter Lyons, 
M.S.W. and Miss Florence Philpott. 
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The Canadian abot Congress: 


Messrs. Claude Jodoin, Donald McDonald, A. Andras, 
_ Russel Irvine. 


The Government of Ontario: 
Messrs. L. Coward, D. W. Stevenson 


Canadian Teachers’ Federation: 


Messrs. George MacIntosh, Dr. Gerald Nason, Norman 
-M. Goble, Tom Parker, Harry Cuff, Alfred H. Kingsett, 
Miss Marie Duhaime, Miss Ruby McLean, Miss Nora 
Hodgins, Messrs. William Jones, David R. Brown, 
F.S.A., Douglas Beaman, Robert Gordon. 


The Canadian Construction Association: 


Messrs. P. D. Dalton, M. C. Stafford, G. Desmarais, 
1 8: D.C: ‘Chutter, P. Stevens. 


Chesapeake and Ohio Railway Company, Great Northern 
Railway Company, Midland Railway Company of Mani- 
_toba, New York Central Railroad Company, Norfolk and 
Western Railway Company and Northern Pacific Rail- 
way Company: 


Mr. Cuthbert Scott, Q.C. 


‘The International Association of Firefighters: 


- Messrs. Bernard Bonser, Richard Chamber, O. Bolton, 
John Jessop, Ernest Haché, Wes Chatterton. 
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See Issues Nos. 


II—List of Briefs of Persons who did not appear as 


Witnesses but which were printed 


Mr. Earl Sager, Madoc, Ontario 
Mr. P. Ackerman, P. Eng., Montreal, Quebec 
Mr. Douglas R. Butt, Willowdale, Ontario 
Mr. Robert A. Nix, Toronto, Ontario 
Mr. Donald C. Macgregor, Toronto, Ontario 
Canadian Pulp and Paper 
United Fishermen and Allied Workers’ Union 
Senior Citizens Advancement Committee 
Age and Opportunity Bureau 


20 


21 


21 


21 


22 


22 


See Issues nos. 


TIJ—List of Officials of the Government of Canada who 


appeared as Witnesses 


ty Department of National Health and Welfare: 


ig Joseph W. Willard, Deputy Minister of Welfare. 


ne a Mr. John E. Osborne, Director, Research and Statistics 


_ Division. 


23 
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13 
16 
22 
22 
22 


See Issues nos. 
dR AR ps I HES EN 


7, 8, 9, 10, 
PAL yey 
4, 6, 7, 
1h Pan 
15, 16, 17, 
19, 20, 21, 
23, 


2116 JOINT COMMITTEE — _ 


Mr AS Blais, Direetér of Family Allowances and 


Old Age Security Division. 
Mr. Robert Curran, Legal Adviser 


Department of National Revenue, Taxation Division: 


Mr. D. H. Sheppard, Assistant Deputy Minister of 
Taxation. 


Department of Finance: 
Mr. Robert Bryce, 
Deputy Minister 
Nr ad 1D. Clark: 
Director of Pensions and Social Insurance 


Comptroller of the Treasury: 
Mr. Bruce MacDonald, 
Director Operations and Methods Branch 


Prime Minister’s Office: 


Mr. Tom Kent, 
Policy Secretary 


Department of Justice: 


Mr. D. S. Thorson, 
Assistant Deputy Minister 


Department of Insurance: 
Mr. E. E. Clarke, 
Chief Actuary 
Mr. T. Hall, Actuary 
Mr. Z. Jarkiewicz, Actuary 
Mr. P. Treuil, Actuary 


Unemployement Insurance Commission: 
Mr. Robert L. Beatty, Assistant Director 
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IV—List of Exhibits filed with the Committee 


A Table intituled “1961 Average of Non-Farm Individuals” eo: 
Canadian Pacific Railway Company “Pension Plan” } 
Canadian National Railways “Pension Plan” 

Canadian National Pension Board 1963 Annual Report on se 


Canadian Pacific Railway Company Pension Trust Fund and Pension 
Statistics year 1963. 


. By: Mr. H. Latulippe, M.P. “A Resume of his speech delivered in ine a 
_ (a) House of Commons, on Tuesday, November 17, 1964; aes 


(b) A document intituled: “Laissons bien aller ce qui va bien:” “Répa-_ 
rons simplement ce qui va mal:” 
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By H. Latulippe, M.P. 
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